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ietnam's wedge 

Your report on the Vietnamese success 
in driving a wedge into Asean is à 
varning of more things to come. 
Among the Asean partners, there ap- 
aars to be a distrust. The Vietnamese 
now this and are exploiting their dif- 
ferences. 

All the Asean countries have prob- 
lems of their own, often with racial 
minorities who are in the majority in 
neighbouring states. Can the Cam- 
bodia issue hold them together all this 
distance until Vietnam's withdrawal 
from Cambodia? It looks like it will 


not. 

Singapore CHENG TIM PIN 
E ".* 

More on minorities 


S. C. Lu [LETTERS, 8 Mar.] appears to 
have missed the main thrust of earlier 

"/ arguments. The first argument is that 
; theexisting system in Singapore is not 
' truly merit-based as there is often no 
proper yardstick to measure merit. 
Hence the minority races (not only 
Malays) consider the present policy à 
perfidious device for Chinese 
chauvinism; it adds insult to injury by 
not only often denying minority mem- 
bers a job or promotion but telling 


S LETTERS TO THE EDITOR 


them that they are not getting it be- 
cause they are not as smart as a 
Chinese, though they may be just as 
capable, qualified and experienced. I 
personally know of some Chinese with 
only a school certificate or a techni- 
cian’s diploma holding positions of en- 
gineers and engineering managers 
whereas Singaporeans of other races 
who are experienced graduate en- 
gineers have been rejected. 

I also know of fresh graduates being 
selected for senior positions because 
they are Chinese in preference to more 
experienced graduates of other races. 
Further, Chinese who are not even 
Singapore citizens are given prefer- 
ence over Singapore citizens of other 
races who are even more experienced 
and qualified; all under the mythical 
yardstick of meritocracy. Such is the 
abuse to which meritocracy is being 
put in Singapore. 

The second argument is, it is not 
good enough to have only a few of the 
other races in the ruling People’s Ac- 
tion Party (PAP) ostensibly to repre- 
sent the minority. The members of the 
minority must be chosen by the minor- 
ity races themselves so that they truly 
represent them. Lu's Malay friends 
may have turned down PAP overtures 
because this would amount to being 
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"| refuse to go to Kuala Lumpur 


unless I can stay 
at The Regent." 





Many visitors to 

Kuala Lumpur regard 
The Regent as their 
favourite hotel. 

They return for the 
warmth of its welcome, 
which remains 
throughout their stay. 
For business facilities 
that include a swimming 
pool, a Health Club and 
some of Kuala Lumpur's 
finest dining. 

And perhaps, more than 
a few return for the 
pleasure of being 
remembered. 
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A REGENT * INTERNATIONAL HOTEL 


ALBUQUERQUE CHICAGO. FIJI HONG KONG. KUALA LUMPUR, MANILA MELBOURNE NEW YORK. PUERTO RICO SYDNEY WASHINGTON D< 


KUALA LUMPUR 425588, TELEX 30486; HONG KONG 5-663361; SINGAPORE 7373555; TOKYO 03-21 1-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 
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THE CLASSIC 
BUSINESS GIFT. 


Give Classic Black” writing 
instruments from Cross to express 
your gratitude for a business 
relationship. With your corporate 
emblem, they become a daily 
reminder of your company’s 
appreciation. For more helpful 
information, write on your 
company’s letterhead. 

A.T. Cross Company, 

45 Albion Road, 
Lincoln, RI 02865 U.S.A. 


CROSS 


SINCE 1846 


Litetime Mechanical Guarantee 











Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 








Ihe — 
The Best 


An the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 
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THE GOLDSMITH’S PENS 


Plated in gold or silver, or coated with Chinese lacquer, every 5.T. Dupont pen is a 


true piece of jewellery 


[he master craftsman's stamp bears witness to this fact 


tant foundation in Asian tradition. | give way to theright priority — for 
Apart from dutifully carrying out | sake of one's family tree, a very Asi 

Malays. However, even from this dis- | the prime minister's directive, in- | concern. 

advantaged position Malay MPs do | domitable Education Minister Goh Military service for male graduat 


only camouflage for pro-Chinese ac- 
generally speak up for the Malays. | Keng Swee also raised the marketabil- | has given their female counterparts 


tivities and not truly representing the 


Such representation, other than be- | ity of the growing pool of Singaporean | three-year advantage in career deve 
nefiting the individual politician, does | female graduates in the marriage busi- | lopment. Consequently, many super- 
more harm than good to the minorities | ness, a very traditional priority for | visory positions in the statutory board 
as it tends to project the image that all | Asian women. Secondly he lubricated | today are disproportionately domi 
is fair and square in Singapore when it | the upward mobility of a large number | nated by women, which is a very un 
is not. of disgruntled male graduates in the | Asian development. 
Singapore ‘JUSTICE FOR ALL’ | public sector, at a time of growing rela- For belated male graduates joining 
tive weakness in the alternative pri- | the workforce, three increments in pay 
vate-sector job market. difference are hardly enough to com- 
The  marriageability of female | pensate for their lost seniority and the 
graduates has long been a disquieting | agonising reality that their ertswhile 
social problem. Socio-economic con- | juniors in secondary schools are now 
1 Mar.| are probably unsupportable in | siderations require that they either | their supervisors in working life. Goh's 
one area. The controversial education | marry someone with comparable qual- | latest quick fix, however, will help 
ruling which he alluded to in his pas- | ifications or not marry at all. The trou- | ease this bottleneck for them — by 
sionate discourse involves more than | ble is many of them are more brainy | making available a compatible mar- 
simply a bold attempt at genetic en- | than sexually attractive, which runs | riage with their female colleagues, 
gineering. It is aimed as much at eas- | counter to the ideals of most male | whose promotion will then be slowed 
ing a growing problem that, if left | graduates and successful men. With | asthey bring up children. 
untouched, would threaten an impor- | Goh's ruling, chauvinism must now | Willowdale, Ont ‘WRONG CLASS’ 





The marriage market 


Prof. E. N. Anderson's comments on 
Singapore's eugenics policy [LETTERS, 
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Years of hard work and experience, 
a lot of talent, and being in the right 
place. The secrets of success. And the 
reasons why business travelers have 
preferred The Westin Chosun over any 
other hotel in Seoul since the days when 
we were the only international hotel in - 
Korea. 

The Westin Chosun, located in the 
center of Seoul's dynamic business 
district, excels at the art of providing the 
service and atmosphere you need to 
make doing business in Korea a pleasure 
and a success. 

Make The Westin Chosun your 
business address the next time you're in 
Seoul. Discover how a lot of experience— 
and excellent service—go into the 
making of a great tradition. 


THEWESTIN CHOSUN 


Seoul 








, Seoul's largest, furnished with bar unit, refriger 

ator, color tav., work area and kingsize beds; E? IIVI in- 
cludes 24-hour telex, secretarial and international courier services; MEET 

| AND B 2! | for over 1,000 people with San 

patge simultaneous. translation; O URLI FFI located 
within the hotel, For reservations, call sour travel agent or contact these other 
Westin Hotels in Asia: The Westin Chosun Beach, Pusan; Shangri-La, Hong 
Kong; Akasaka Prince, Tokyo; Philippine Plaza, Manila; The Westin Plaza 
and The Westin Stamford, Ruffles City, Singapore 

Partners in travel with United Airlines 
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ARE MORE THAN AN INTERNATIONAL 
BANK WE ARE A LOCAL BANK IN 
38 COUNTRIES. 


Your business is not restricted to one country. 


Neither are your banking needs. 

At Bank of Boston, we have a 
stronghold wherever your business 
takes you-with over 200 offices in 
38 countries around the world and 
throughout the United States. And 
from our first international office 
in Buenos Aires over 65 years ago, 
to our current expansion throughout 
the Far East and the Caribbean, we 


can do more for you than any other 


international bank. One reason is we have 200 
years of experience. 


We really know every country 
where we do banking. 5o we can 
familiarize you with everything you 
need to know about the market. 
From local bank laws to local 
customs. 

50 if you are determined to do 
business around the world, we are 
determined to make you feel at 
home, wherever you are. 
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BANK OF BOSTON 
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The problem. 


It’s the problem faced by every international One of the top ten airline fleets in the world, 
traveller: how to get round the world as quickly flying to over forty destinations worldwide. 
and efficiently as possible. On every international and major domestic 
Now Saudia has the answer. route we fly comfortable, wide-bodied aircraft. 
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And how we got Pa it. 
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8 BOEING 747s 





| TriStar 








11 A300-600 AIRBUSES 





And to improve our — er service Saudia 
has taken delivery of the world’s first eleven new Sou ny 
European-built A300-600 pe ea SAUDI Welcor AIRLINES - A Al OF IATA 


Problem solved. Welcome to our world. 





























Pension funds, insurance companies and mutosl 
: funds, which collectively handle far larger sums 
than banks, have not been taking their fair share 





big a proportion of international fi- 

CUS reports on this and on other current 
questions | the banking world, including the US 
dollar, which is still overvalued, though it has 
strengthened since the time of writing; gold, 






| which have OC 





which may confound pessimists later in the year, and rescheduling — - 


with a warning that the United States may become a debtor nation for 
the first time this century. Plus reports from REVIEW correspondents in 
19 Asian nations. Pages 63-142. Cover Lindo by Stock House 





Page 16 

Presidential publicity i is likely to be | 
the principal product of Ronald | 
Reagan’s trip to China. a 


Page » 39 
A Con ovd Liberal Democratic 


pave the way for Japanese Prime 
| Minister Yasuhiro Nakasone's re- 
Page 17 _ election as its leader. 


The United States givesareluctant |. 
nod to Thailand's purchase of ad- | Page 40 





vanced fighter aircraft. Parties trying to put together an 
opposition alliance in Pakistan 

Page 20 find the going hard. 

A lawyer with connections to the 

defunct Carrian group is found | Pages 54-56 


Sri Lanka sends an envoy to New 
Delhi for talks as Tamil guerillas 
| establish themselves in India. 


Pages 33-36 Page 59 

A little known group of rebels in There] is arare blaze of publicity as 
Burma — the Muslim Rohingyas — | Taiwan returns a group of wanted 
continues the "9 ht for J— men to Hongkong. 
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Diplomacy: The long march back 
Take-off for FIBS sess 
Standoff in Jakarta WE 

Hongkong: The drowning pool 
Death of an 'obstacle" — 


is named in a Hongkong murder | 


| 
d! 
dead as Carrian boss George Tan n| 
trial. | 
| 
| 
| 








| Cinema: Plenty of polo and young 
professionals — but where are 


Brunei's ordinary folk? . 60 
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of the buman of international finance,: SO banks ; 


-institutions — part of the mantie of those 


Party appointment is intended to | 





from the International Monetary 
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Page 144 : 
The Philippines' economic pro- 


Fund. 


Page 145 i 
Pakistan gets more aid than it ex- 
pected, but needs quicker dis- 
bursement. 


Page 146 
Opec puts pressure on Indonesia 
in a bid to stop it selling cut-price 
oil. 


Page 148 | 
Singapore goes for bargains in 
pointing contractors for its mass 
transit systam: 


Pages 166-170 
Questions are being asked abo 
the flow of migrant labour from 
populous Indonesia to opportt 
nity-rich Malaysia. 


























Page 184 | 
The. Asian Development B 
makes big strides with its polic 
accelerated loan disbursement. 


Page 186 | | 
Sri Lanka plans to redevel 

former colonial oil-storage fac 
but to keep the big powers o 
the — 


Contracts: Non-military tanks for 
li LANKA HE. 

Companies: Murky downstream in E 
indonesia .——— — — 188 
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n city for 
ola Lumpur 
an unexpected announce- 
nt, Malaysian Prime Minis- 
- Datuk "Seri Mahathir 
yhamad has revealed plans 
-a twin city to Kuala Lum- 
ur to be built at Janda Baik, 
wa quiet jungle village 30 
kms from the capital. The 
rcity of land in the capital's 
mediate area has prompted 
* decision. to build a sepa- 
e city on a 207-sq. km. site 
r a 50-year period, jointly 
anced by the government 
d the private sector. 

plan includes new road 
ks with Kuala Lumpur, an 
pres s "bullet train" service 
Peninsular Malaysia's east 
it and the re-siting of some 
nment 





















* 











asa weekend retreat by 










capitals wealthy resi- 
nts. — JAMES CLAD 
Indie n port strike 
in compromise 





ike in India's 10 major 
‘was called off af ter 26 







ar fa four-year 20. 4% 
x inerease | by the four 
s. representing 300,000 
s. The unions initially 

a8:10295. rise but 
































- Sri 
( their needs The 
ke did not create shortages 
essential consumer needs 
such.as cooking oil or petro- 
eum products. because doc- 
kers had exempted these from 
the strike. — MOHAN RAM 


Hu's words of advice 
for novelist — 
Novelist Han Suyin has been 
advised by General Secretary 
Hu Yaobang to concentrate 
more on China's present-day 
problems, and avoid the kind 
of "overstatements" she pub- 
.Hshed when praising the 
erstwhile Cultural Revolution 
| China. 

The Eurasian writer, 
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departments at 
la Baik, used at the mo- - 
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eventually to 65 in lin 


disservice to you" — a refer- 


une feel we have done a 


ence to her willingness to e AS 


— alk. she was told at f the | $ 


violent. ‘conspiratoriak y | 


cal movement which dom : 


nated Chinese polities- from 
1966 until 1976. ` 


According to the Peking : 
journal Liaowang, Hu also 
reacted coolly to Han's propo- 


sal to set up a foundation for 
Chinese scientists and arti its. 


Lee may change 

the constitution 

Prime Minister Lee Kuan Yew 
has 


singapore Constitution to 
prevent parliament from 
spending the country's foreign 
reserves without the specific 
approval of a high-level com- 
mittee headed by the presi- 
dent. 
Lee's reasoning was that if a 
parliament were to 
whittle down the foreign re- 
serves to meet development 
expenditure, the local cur- 
rency could weaken, which in 
turn could reduce the value of 
the deposits in the Central 
Provident Fund (CPF), a man- 
datory savings scheme for ali 
Singaporeans. - 


Lee was assuring the peon 


that their savings in the CPF 
were in safe hands with the 
present government. The as- 
surance was in response to 


negative reaction from the 
public against a recent gov- | 


ernment Blue Paper calling 





withdrawal by workers 
the current age of 55. 









proposed enhanced 
ment ages (REVIEW, 19 Apr). 
== V.G. KULKARNI 


| Umno post sought 
| by youth leader rivals | 
United. Malays National Or- | 


ganisation 
leader 


(Umno) | 
and Minister of. C 





Ibrahim will be challenged by 


former youth leader Datuk 


Suhaimi Kamaruddin for the 
presidency of Umno Youth at 


the party's general assembly 


planned for 24 May. Suhaimi, 
who is Malaysia’s deputy 
minister of energy, telecom- 
‘munications and posts, was 
youth leader for two ter 
fore losing to An 
votes at the party' 

tions. ORF 














a y ed. "ul t 
amendments - : 
Generalised System of Prefer- 
ences (GSP). would adversely 
affect exports of Asian newly 
industrialised countries. The: 
is trying to. 
| ‘from preferential 
| | treatment. under the GSP cer- 

— DAVID D BONAVIA ; 


exclude 


| countries | 
| US$50 million in value or are | 
greater than 50% of total US | 
 importsofthat product. ` 
indicated that amend- 
ments would be made to the. 


. becomes à 





retire- the 


: day. 


Keppel taps anew 


government-owned 






ns be- | 






a Broci Drapo el 
to the- US 


US Congr ess - 


tain exports from developing 
which exceed 


But Brock told the REVIEW 


proposed legislation accom- 


panying the action will in- 
clude a presidential option to 
waive such exclusion. "Then it 
bit more of a bar- 
gain that allows both sides to 
do more trade," Brock said 
during a break in the 16-17 
April conference of US-Asean 
trade ministers in Manila. 
"The GSP expires on 8 



























January 1985 and current pro-. 


posals in the US Congress for 
its extension are being op- 
posed by numerous industry 
and labour lobbies claiming 
damage from imports. 

~~ JOSE GALANG 


Sri Lanka estates 
strike called off 


A 10-day plantation workers’ 
strike ended on 10 April after 
the Sri Lanka Government 


‘agreed to grant an interim | 
wage increase of Rs 2 (8 US 

j cents) a day on top of a sub- 
for postponing the final CPF 


stantial increase that already 
¢ tive rom 1 April. The 


ot negotiating. with 
tly to ensure 
nfliet in the 


northern “Jaffna district did 


not a to the T 





— reckon the 


| loss to the economy may be 
cul-.| lower than the central bank's 
ture, Youth and Sports Anwar | 


estimate. of Rs 30 million. uu 
- me MANIK de SILVA 


source of finance 
With spiralling interest costs 
on its overdrafts and Asia- 
dollar bonds, Singapore's 71% 
Keppel 
Shipyards fundi to look for new 
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Chemical Bank, ‘which: will 
| Securiti es “America to sell the 


m 01 
nillion rights 
issue Bud then GANE the 


| United States commercial- 





 US$100 million. 


l issue mar ks the 
first time that a non-Japanese 
Asian ‘borrower has tapped 
‘cial-paper market, 
whose rates-run around 150 
basis points below US prime. 
backed by a letter 
om New. -York's 


The Keppel 





















ynch and Daiwa 





issue. — - LINCOLN KAYE 


India liberalises 


more import items 
India's foreign-trade policy 
for the fiscal year which began 
on 1 April liberalises imports 
of technology further and re- 
laxes- restrictions on the 
import. of capital goods. 
Liberalised imports were a 
condition of the record Inter- 
national Monetary Fund loan: 
of 5 billion special drawing 
rights (US$5.29 billion) which 
India was granted in Novem- 
ber 1981 — the third and final 
tranche of which has not been 
used. 

On the export side, three 
new schemes have been an- 


 nounced: to promote exports 


of computer software; to en- 
courage stable long-ter 1.re- 
lationships between trading 
houses and their associate 
manufacturers, and to encour- 
age a new category of mer- 
Chant/eXpprters in the coun- 





iry. — MOHAN: RAM 
Matsushita to make - 
record d jre issue | 





Matsushita Electric Industrial 
Co. will issue ¥100 billion 
(US$446 million) in unsecured 
convertible debentures in May 
— the largest issue ever of- 
fered by a private corporation 
in Japan. Proceeds from the 
debentures, due in 1994, will 
be used to fund research and 
development and equipment 
for the so-called new media 
projects. These include office- 
automation equipment, cable 
TV and video transmission, 
Matsushita gradually intends 








£o switch.to these fields from 


home-appliance products. 
The debentures will be priced 
at par of ¥100 in ¥1 million 
denominations. The coupon 
rate has not yet been decided. 
The underwriters are Nikko, 


T Nomura, Yamaichi and Dai- 


— — MICAERNA 
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Crystal clear. Inscribed with a channel through which circles of laser light 
are precisely measured. This ts the heart of the Micro Optic Gyroscope, developed by . 
Northrop Corporation. The Micro Optic Gyro combines preciston measurement and 
reliability at greatly reduced cost. Northrop produces a wider range of advanced 
technology sensors than any other company in the world. 
Northrop Corporation, 1800 Century Park East, Los Angeles, Califorma 90067 USA 
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How a computer 
an free 
cations bottleneck. 


company can 


your applica 


Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it's entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in control 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
Sperry MAPPER System. Not quite 
“suddenly,” but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it’s the most advanced 
information management tool yet 
developed. 
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A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MABPER to work on a 
real and specific application 
development problem that a user 
has given you. 


SOMETHING FOR EVERYONE 


MAPPER' simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company, 
including vour own, and at various 
levels within the organization. And 
the MAPPER concept of "user 
friendly" far transcends anything 





you've seen. 


HERE'S THE OFFER 
Accept our MAPPER Challenge. 
Bring us an application develop- 


ment project. Bring along the user. 

We'll show you how quickly and 

easily MAPPER gets the job done. 
Call us for further information. 

Singapore: 224-8333 

Hong Kong: 5-749311 


MAPPER CHALLENGE 


4 
$= SPERRY 





Sperry Ltd., 
36/F., 
Wanchai, 

Hong Kong. 
Tel: 5-749311 


Tlx: 74516 UNIVA HX 


Sun Hung Kai Centre, 


Sperry Pte. Ltd., 
7/F., The Octagon, 
105 Cecil 3, 

Singapore 0106 

Tel: 2248333 

Tlx: VACSIN RS20844 





MAPPER is a trademark of Sperry Corporation. 
© Sperry Corporation 1983 
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Anti- pos nent Li 
attacked a Swedish 










project, killing three Lao wo 
and destroying a lar ge amount « 
sophisticated ma inery, reliab 


reports from Vientiane say. The 
attack, against a forestry project 
in Muong May, Paksane, some 
three or four hours’ drive south of 
the Lao capital, took place on 22- 
March, the reports say. However, 
details of the incident ‘apparently - 
have been suppressed by both the | 
Lao and Swedish governments. A 
large group of well-armed and. 
equipped guerillas is said to have 
attacked the project, taken some 
30 Lao workers captive, and then 
proceeded to destroy heavy 
equipment estimated to have 
been worth several million US 
dollars. 


NO BAILOUT 


Japanese financial authorities 
say Citibank's freeze of 
commercial bank funds in the — 
Philippines could affect the — 
extent of Japanese private banks’ 
participation in any bailout 
scheme for the Manila economy. 
The Japanese Government will 
proceed with itsofficialaid — 
package of Y 55 million  . 
(US$246.6 million) probably in 





EN THE WEEK 1 


AFGHANISTAN 

Government troops killed 76 rebels, de- 
stroved their hideout and captured large 
amounts of arms and ammunition in the 
Shakardar area, — Radio said (13 
Apr .). 


AUSTRALIA 

The government refused permission for 
three South African politicians to visit the 
country because it had not received assur- 
ances that they would not promote apar- 
theid (11 Apr.) 


BANGLADESH 

More than 15,000 lawvers boycotted 
courts to demand a quick end to military 
rule (14 Apr.). | 





BURMA 

| Pro-Chinese insurgents from India 
massacred about 300 people in a Burmese 
village and villagers beheaded 40 rebels in 
revenge, press reports from New Delhi 
said (12 Apr). 


British Foreign Secretary Sir Geoffrey 
Howe arrived for talks 15 Apr.). China 
and Bhutan opened talks in Peking on de- 
fining their border (17 4 ol 







| the In ernational Moneta: 
| and the Philippine Government. 





J3 Japanese Government. 
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s] MISSION TO MOSCOW 
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too close to the Muslim. 

. secessionists, though it has 
quietly supported them while 
¿maintaining friendly relations 









But commercial bank help will 
not be guaranteed by the _ 


MOROS LOOK TO ZIA 


The Pakistani Government is 

| considering a request from the 

| Moro National Liberation Front 
(MNLF) to open an office of the 
Philippine Muslim secessionist 
movement in Islamabad. MNLF 


-chairman Nur Misuari has just 
_| paid a private visit to Islamabad, 
and met several high-r anking 

| officials. Misuari's request for a 
meeting with President Zia-ul 

| Haq was refused on the grounds 
| of Zia's busy schedule. The real 
| reason, however, was the 


government's desire not to appear 


with Manila. 


North Korean President Kim Il 


| Sung hopes to make his first visit 
to the Soviet Union in 18 vears, 


shortly after meeting ; Chinese 
General Secretary Hu Yaobang 
in Pyongyang next month, 


INDIA 

One person was shot and seriously 
wounded by three gunmen and a hand 
grenade exploded in a temple during con- 
tinuing violence in Punjab. About 300,000 
dock workers went back to work after a 
26-day port strike ended (I1 Apr.) 
Thousands of Sikhs took part in a peaceful 
march in Amritsar to demonstrate their 
religious and political strength (13 Apr.). 
A Sikh extremist was shot dead and four 
people were wounded outside the Golden 
Temple in Amritsar, it was reported (14 
Apr.). Suspected Sikh militants set fire to 
37 railway stations in Punjab (15 Apr.) 
Sikh extremists killed three people to re- 
venge the killing of one of their leaders (16 
Apr.). 


MALAYSIA 

The United Sabah National Organisation 
was expelled from the ruling National 
Front coalition, Prime Minister. Datuk 
Seri Mahathir Mohamad said (15 Apr.). 
| Malay sia proclaimed Labuan island a fed- 
eral territory to block secessionist moves 
in Sabah, the Chief Minister of Sabah 
Datuk Harris Salleh said (16 Apr}. 


Three people were killed when gunmen 
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| his discussions with Soviet 
leaders, Kim will press for a ne 


| package as a price for shifting 


— —— — — 





broadening contacts with Sout 1 
Korea, over which he sharply | 


Moscow have been cool. Western 


the parliamentary elections in Mayat i 





according to Western diplomat i 
sources. His new “tilt” toward: 
Moscow would be aimed at 
slowing down China’s 









disagrees with Peking. Since the. 
Vietnamese occupation of | 
Cambodia and the Soviet 
invasion of Afghanistan, 
Pyongyang’s relations with 


sources now believe that during 


| economic and military aid 


some of his allegiance from 
Peking to Moscow. 


CHINESE WAIT 


Since its abortive invasion of 
Vietnam in February 1979, Chir 
has kept three regular divisio S 
stationed permanently on the. 
border with Laos, according to. 
Vietnamese sources. The 
divisions, all from the 11th 
Military Group, are backed up 
one division of regional forces . 
and “tens of thousands" of road 
construction troops. The aim,. 
according to the sources, is to i 
keep up the pressure on Laos bi 
constant "provocations" and 
minor trespassing operations. 


opened fire during an opposition ] po 
rally in central Philippines (12. 
Former beauty queen Aurora | 
launched her campaign to enter the n 
tional assembly as bu suu membe 












Tene "fast D dido da (1 5 per | 
witnesses refused to undergo lie « 
tests ordered by the board inv 
Aquino's murder, a board law | 
Fi ive men were killed and eight wounde 





















Bacolod evince (16 ei Armed fo 
chief Gen. Fabian Ver ordered an 
wide military onslaught on comm 
guerillas to prevent them from disr 


reported (17 Apr.). 


SOUTH KOREA PU 

About 1,500 students staged a sit-in for 
the second day to demand freedom frot 
government policing on campus (11 Apr.). 
Sogang University said it was suspending 
classes after 2,000 students rioted at three 
universities during anti-government de- 
monstrations. The government made fresh 
overtures to the North for a joint Olympic 
team (12 Apr.). l 





ByN Nayán c Chanda in Washington 


resident Ronald Reagan’s 26 April- 
1 May trip to China with a vast 
: entourage of nearly 600 people — 
the largest number taken to China by 
any visitor in recent times — is ex- 
pected to be rich in pageantry and 
symbolism, but lacking in substance. 
Exactly four years after Reagan, 
then a candidate for the United States 
residency, sparked. off a crisis in 
o-American relations by promising 
pgrade ties with Taiwan, he will be 
rmally putting all that behind him 
ith official toasts to the recon- 
ructed friendship with China. But, 
ith the possible exception of a nu- 
ar cooperation accord, the visit is 
expected to produce any major 
reement or announcement of any 
iramatic new initiative. 
“We are not looking for dramatic 
elopments but a steady growth in 
operation, and the president's visit 
Il symbolise our commitment to this 
rse,” said one official. Some obser- 
s, however, are more cynical about 
e actual purpose of the visit. 
An official of the former Jimmy Car- 
r administration involved in China 
licy described the trip as “an ex- 
nde photo opportunity" — a mere 
cession. of often superficial cere- 





—— 


Officials privately say that a lot of 
parations: for the visit are being 
ide with the November presidential 
sction at least as much in mind as 
omoting relations with China. 
velve years after the historic Richard 
on visit, the People’s Republic con- 
ies to fascinate Americans and the 
image of Reagan being feted in Pe- 
ing's Great Hall of the People or tour- 
ng the archaeological splendours of 
an going into millions of American 
omes cannot but help boost his image 
sa world statesman. 

“Some 170 journalists travelling with 
im are expected to saturate radio, TV 
and newspapers with reports of the 
grand reception that the Chinese have 
romised to the first US presidential 
isit to China since the full normalisa- 
ion of relations. In addition, one of 
Reagan's own weekly radio talk shows 
will be broadcast from Peking and one 
of his major public speeches, to be de- 
livered at Shanghai's Fudan Univer- 
Sity, has been timed for. live viewing 
during popular morning news shows at 
home. ~ 

| The mixing of such ETEEN 
and the conduct of foreign policy has. 
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created some unease at the State De- 
partment, which is prohibited by law 
from getting involved in domestic par- 


tisan politics. While the department 


has produced the preliminary drafts of 
two major speeches to be delivered by 


Reagan, it has refused to be involved in 


the radio talk that he will broadcast to 
the American people. 


Aware of the risk that the trip could: 


be written off as merely a campaign 
gimmick, the White House has begun a 
blitz of background briefings to stress 
the value of growing ties with China 
brought about by the presenta adminis- 
tration. 


ne of the highlights. eti the trip 





Chinese astronaut will join US 
scientists in joint experiments in 
space. But the administration. has not 
yet received any response from Peking 
to this proposal. A senior administra- 
tion official speculated that the delay 
in reply is due to discussion within 
the Chinese leadership as to how the 
symbolism of a Chinese astronaut in a 
US spaceship would affect China's 
non-aligned image. If China — 
to the proposal, the official said, 


years before it could be realised be- 
cause the US would have to design the 
experiment and build equipment for it. 
Peking would also have to pay “many 
tens of millions of dollars” for the 
privilege. 

Reagan will sign an implementing 


accord to the Cultural Agreement for 















could be an announcement that a 


. China 


. the | 
would be able to sign such an agree- 













































1984-86 and thus resume the agree- 
ment, suspended. by China ín protest 
over the granting of asylum by the US 
to Chinese tennis player Hu Nain April 
1983. Interestingly, Chinese suspen- 
sion of the agreement did not affect the 
educational exchange programme 
under which some 12,000 Chinese stu- 
dents are now studying science and 
technology in the US. 
A senior US official pointed with ob- 
vious pride to a part of the new imple- 
menting accord that provides for an 
exchange of people, scripts and pro- 
gramme material between Radio Pe- 
king and the Voice of America (VOA). 
Obviously Washington hopes that 
news and official US views broadcast 
by VOA will get an even better airing in 
China than now. The official said al- 
ready an estimated 18 million people in 
listen to VOA's Mandarin 
broadcasts. | 
Reagan will. also sign a tax agree- 
ment already initialled in Peking 
under which US investors and 
businessmen operating in China will 
not be subject to double taxation. The 
tax agreement, however, remains 
somewhat pointless in the absence of 
an investment agreement. The hopes of 
US administration that Reagan 





ment whilein Peking have been dashed 
by the failure to reach à consensus. 
Roger Sullivan, vice-president of the 
private National Council for US- 
China Trade says that this disappoint- 
ment was unfounded. The US Trade 
Representative's Office, he says, was 
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too optimistic in its expectation that a 
complicated agreement such as this 
could be thrashed out in a few months. 
Sullivan, however, hopes that the next 
session of negotiation in August will be 
able to resolve the differences. 

Informed official sources say that 
the really big problem in signing the 
investment agreement is the issue of 
how disputes will be resolved. The 
Chinese, said one source, are not used 
to the notion of an international tribu- 
nal arbitrating complaints against 
them brought by foreign investors. 

Another agreement that Reagan 
would have liked to sign during his trip 
is one on nuclear cooperation — ex- 
pected to bring up to US$8 billion 
worth of contracts for US firms. Since 
last summer US officials have been 
making hopeful predictions about the 
agreement being almost at hand. But 
Peking has not conceded a crucial 
point about Washington's right to ap- 
prove use of reprocessed fuel as re- 
quired by US law. 


n order to mollify the US, China has 
i joined the International Atomic 

Energy Commission and during his 
visit to Washington in January, 
Chinese Premier Zhao Ziyang made 
the first clear high-level statement 
about Chinese commitment to non- 
proliferation. But China has refused to 
make a specific commitment about al- 
lowing the US an overseeing role, as it 
sees this as a violation of its 
sovereignty. 

In a last-minute bid to resolve the 
dispute with wording that would both 
satisfy US law and Chinese sovereign 
rights, a US team left on 13 April for 
Peking. "If an agreement has to be 


reached on this one," said one US offi- 


cial involved, "the Chinese have to 
blink." 

In an election year, Reagan has every 
reason to avoid issues likely to provoke 
strong opposition from both parties in 
the US Congress and more so after the 
recent uproar over CIA involvement in 
the mining of Nicaraguan ports. The 
Republican-dominated senate has al- 
ready adopted an amendment by Sen. 
William Proxmire, a Democrat, to the 
Export Administration Act calling for 
congressional review of any nuclear 
agreement that the US might reach 
with any country, such as China, not 
signatory to the Nuclear Non-Prolifer- 
ation Treaty. 

Proxmire moved the amendment be- 
cause the US was on the threshold of a 
nuclear cooperation agreement with 
China "that carries with it stark conse- 
quences for the people of Taiwan as 
well as ominous questions about the 
proliferation of nuclear materials." He 
suspects that China might pass on 
American nuclear techniques to Pakis- 
tan or North Korea. 
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Time will tell whether China is will- 
ing to make the concession necessary 
to address such concerns. Meanwhile, 
quiet progress is being made in another 
area of potential controversy — US- 
China military cooperation. Following 
the month-long trip by a Chinese mili- 
tary delegation (REVIEW, 8 Mar.) a Pen- 
tagon delegation recently visited 
China to take a detailed look at China's 
military needs. The REVIEW learned 
that a Chinese army training delega- 
tion, led by a general, is currently mak- 
ing a study trip to the US. This will be 
followed by an army logistics team. 

While a deliberate effort is under 
way to establish regular institutional 
links between the armed forces of the 
two countries, a number of defence in- 
dustries have been negotiating with 
the Chinese over the terms of sale and 
technology transfer of a variety of let- 
hal and non-lethal equipment. Sources 





say that at least some of the agree- 
ments may be ready for signing when 
Chinese Defence Minister Zhang Ai- 
ping visits the US in early June. 


Reagan is expected. to announce 
Zhang's trip during his own visit to Pe- 
king. 

One of the main considerations lying 
behind the Reagan administration's 
effort to improve cooperation with 
China is to ensure that China persists 
in its open-door policy after its princi- 
pal architect, Deng Xiaoping, leaves 
the stage. Officials believe that out of a 
concern for the continuity of his 
policies, Deng has been seeking a rapid 
consolidation of relations with the US 
by "turning the other cheek" on a 
whole range of issues. 

And as evidenced by the Reagan ad- 
ministration's decision to reduce the 
value of arms sales to Taiwan this year, 
it apparently would like to help Deng 
carry out his policies. - o 





Take-off 
for F16s 


Reagan agrees that the Thais 
can have the modern fighter 
if they really insist 





hai Prime Minister Prem Tinsu- 

lanond ended his two-day trip to 
Washington (12-13 April) with an im- 
plicit assurance that Thailand would 
be allowed to purchase state-of-the- 
art F16A fighters if it really insisted on 
having them — and if it agreed to 
review the whole question before mak- 
ing up its mind. 

In a new development that could 
have wider repercussions in the region, 


Prem and President Ronald Reagan. 


agreed that the Chinese military pres- 
sure on Vietnam's border was "help- 
ful" While the United States reaf- 
firmed its commitment to Thai security 
under the Manila Pact and promised to 
bolster Thai defence by selling addi- 
tional hardware, it was made clear that 
it had no desire to get involved in the 
anti-Vietnamese fight in Cambodia. 
The task was left to the regional 
players such as Asean and China. 

At the end of talks with the Thai pre- 
mier, Reagan announced the US deci- 
sion to make 40 M48 tanks available to 
Thailand in the middle of this year, at a 
cost of about US$30 million. The ad- 


ministration also promised to seek 


congressional agreement to providing 


easier credit terms for the Thai arms 


purchase. Instead of five years of grace 
period and seven years of repayments 
currently permitted, credit will be ex- 
tended to a 10-year grace period and 20 
years for repayment. 

Although no commitment was made, 
the US seems to have expressed its in- 


tention of increasing its Foreign Mili- 


tary Sales (FMS) to Thailand in the 
next fiscal year. Under the current 
FMS programme submitted to the US 


Congress, Thailand is to receive US$98 - 


million — an increase of US$4 million 
over last year. Thai-US relations, the 
oldest in Southeast Asia and among 
the warmest, received a new boost dur- 
ing the trip with Reagan's public 
praise for Thailand's "key role" in 
Southeast Asia and his "full support" 
for modernisation of Thai defence. 
While the F16 has been the focus of 
attention during Prem's visit, his talks 
with Reagan, Secretary of State 
George Shultz and Defence Secretary 
Caspar Weinberger have helped to 
clarify the US stand on Southeast Asia. 
According to an official closely in- 
volved in the talks, the US agreed with 
Thailand that "the Chinese military 
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presence along the Vietnamese bc 





is helpful." Although officials believe 
recent claims of Chinese attacks on the 
Vietnamese border to be highly exag- 
gerated, their noisy presence along the 
border and the constant threat of 
punishment is seen as a valuable deter- 
rent to Vietnam. 

Although the US is aware of the 
long-term concern in the region — 
especially in Indonesia, Malaysia and 
even Singapore — about a higher 


Chinese profile in Thailand through its | 


involvement in the anti-Vietnamese 
action, it does not see any alternative 
to China as a counterbalance to Viet- 
nam. 

"Resistance in Cambodia," one offi- 
cial said "is pretty much Asean's baby 
and we don't want to get involved." 








ess conflit 


gamekeeper's role for China is based 
on realisation of the limits of US 
power. "Even if we were invited back 
to the region we could not have done 
what the Chinese are doing just by sit- 
ting at the border," the official said. 

So the US policy, Prem was told, 
would continue to be commitment for 
Thai security under the Manila Pact 
and political and diplomatic support 
for Asean and Chinese efforts to bring 
about a Vietnamese withdrawal from 
Cambodia. 

"Even though everybody is not 
happy," a White House official told 
the REVIEW, "we are doing just about 
what we should be doing — that is the 


Standoff in Jakarta 


Three days of tough talks end in disagreement by Indonesian and 
Papua New Guinea officials constrained by public posturing 


By Susumu Awanohara 


he dispute between Indonesia and 

Papua New Guinea over recent bor- 
der incidents took a turn for the worse 
when Indonesia's defence attaché in 
Port Moresby returned to Jakarta, 
claiming he had been expelled. A few 
days later Papua New  Guinea's 
Foreign Minister Rabbie Namaliu ar- 
rived in Jakarta with a strongly worded 
protest note which, among other 
things, accused the Indonesian mili- 
tary of violating Papua New Guinea's 
air space. After gruelling talks, which 
had to be extended for two days, the 
two sides agreed to disagree on crucial 
points. 

The local press was alerted by the 
military to defence attaché Lieut-Col 
Sebastian Ismail's homecoming. Is- 
mail would only say that he had been 
thrown out by Port Moresby but most 


major newspapers carried a front-page | 


photograph of him at the airport. The 
next day the commander of the armed 





forces, Gen. Benny Murdani, called the 
press to insist that — despite Papua 
New Guinea's claims to the contrary — 
Ismail had indeed been expelled and 
that expulsion of a diplomat is a seri- 
ous matter in international affairs. 

Murdani reiterated the military's 
earlier denial of the alleged incursion 
by Indonesian fighter aircraft — 
though some interpreted his denial as 
slightly less than categorical and 
said that where Indonesia carried out 
military exercises was its own business 
and nobody else's. 

Murdani's statements were firm but 


| measured. He said that the expulsion 
| was incomprehensible but not neces- 


sarily hostile. Nor did he feel 
humiliated. “We must consider their 
reasons; we must not take positions 
rashly," he stressed. Although 
Namaliu insisted to the end that Ismail 
had not been expelled, the Indonesians 
felt justified in their interpretation. It 
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Indochina, the US acceptance of a 
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JS-Thai relationship, 
however, has put the Reagan adminis- 
tration in a delicate situation over the 
Thai request for the F16 aircraft, 
which are used by the US Air Force and 
were intended for very limited export. 
“Even if you have doubts over a lot of 
things, how can you say no to an ally?” 
asked an administration official. But 
to say “yes” also could open a new con- 
troversy — unwelcome in an election 
year. 


Ithough the policy of Jimmy Car- 
ter's administration of selling Third 
World allies no top-of-the-line fight- 
ers but only less powerful export 
models — designated FX — has been 
abandoned by the Reagan administra- 


was Namaliu himself who first 
threatened expulsion. 

But when Murdani called his bluff 
and wanted to fly an aircraft into Port 
Moresby to pick Ismail up, Namaliu 
apparently backed down. Later when 
Namaliu was out of the country, acting 
Foreign Minister Tony Siaguru issued 
an aide memoire demanding that Is- 
mail leave Papua New Guinea perma- 
nently on 11 April, sources say. 

Ismail had apparently made himself 
unpopular in Port Moresby. He was 
suspected of being involved in intelli- 
gence activities against the rebel Free 
Papua Movement (OPM) in Indonesia 's 
Irian Jaya province. OPM has suppor- 
ters and sympathisers in Papua New 
Guinea. 


NIC arrival statement shock- 
ed and offended many Indonesians, 
though observers sympathetic to Papua 
New Guinea felt that only blunt talk 
of this sort would force Jakarta of- 
ficials to take the complaints and an- 
xieties of their small neighbour seri- 
ously. Namaliu said the immediate 
purpose of his visit was "tolodge a very 
strong formal protest" with his In- 
donesian counterpart Mochtar Kusu- 
maatmadja. 

Namaliu that he had 


stated re- 
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tion. in a piecemeal fashion, the Thai | 


request has raised the prospect of in- 
troducing a new level of military tech- 
nology in Southeast Asia. 

Opposition to the sale has come from 
liberal politicians opposed to a new 
arms race and more concerned about 
economic development, as well as from 
the Northrop Corp. which has spent 
heavily to produce the F20, an FX al- 
ternative to the F16A, only to find no 
buyers (REVIEW, 5 Apr.). 

The issue of the F16 sale proved seri- 
ous enough for the house subcommit- 
tee on Asian and Pacific affairs and the 
subcommittee on international sec- 
urity and scientific affairs to hold a 
joint hearing on the subject two weeks 
before Prem's arrival. Testifying be- 
fore the committee, administration 


quested meetings with top Indonesian 
officials, "because of the gravity of the 
recent border violations and because 
of our desire to work together with the 
Indonesian Government in dealing 
with the problems that have led more 
than 800 Irianese to cross the border 
into Papua New Guinea since Feb- 
ruary." 

Namaliu reiterated his government's 
position that Irian Jaya is an integral 
part of Indonesia and said Papua New 
Guinea has no desire to interfere in the 
internal affairs of Indonesia. He then 
went on to make a whole series of de- 
mands and offers which many Indone- 
sians took precisely as interference. 
Namaliu said he had come "to ask the 
Indonesian Government to halt the 
present military exercise and opera- 
tions on our common border im- 
mediately," and would request that 
“we are told promptly and well in ad- 
vance of any future exercises and ope- 
rations." 

On the Irianese refugees, Namaliu 
said: "If we are to return [them], then 
we must be satisfied that they will be 
humanely treated . . . We should also 
like to see that their welfare is properly 
monitored after their return.” 
Namaliu continued: “My people re- 
quire assurance that [Irianese] who 
cross the border illegally have not been 
forced from their traditional lands — 
and that, if any individuals are placing 
pressure on them contrary to 
[Jakarta's| policy, they will be brought 
to account.” 

However, Namaliu's arrival state- 
ment strained the atmosphere of sub- 
sequent talks which lasted three days 
instead of one as planned. The joint 
communiqué, hammered out at the 
last minute, showed that the two sides 
could not agree on two crucial facts: 
whether there was violation of Papua 
New Guinean air space and whether 
Ismail was expelled. One interpreta- 
tion was that both sides were equally 
disingenuous due to domestic pres- 
sures and the initial strong public 
statements from which neither could 
easily.retreat. o 
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witnesses admitted that with the ex- 
ception of Singapore, not a single 
country has shown interest in the FX 
aircraft — a fact that called for a reas- 
sessment of the policy. 

They also indicated that despite 
some doubts about the high cost of the 
F16 and ability of the Asean countries 
to maintain the highly sophisticated 
aircraft, the administration could not, 
in the words of Assistant Secretary of 
Defence Richard Armitage, "press our 
perceptions and standards on friends 
and allies located half way around the 
world, in close proximity to potential 
aggressors.” 

The Reagan administration seems to 
have resolved its dilemma by a condi- 
tional nod for the F16 sale while urging 
Thailand to receive an impartial brief- 








Jor sate. 
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ing on the comparative cost ana per- 
formance of FX and F16 aircraft be- 
fore making a final decision. A US Air 
Force team is expected to visit Thai- 
land within the next three months to 
present the official evaluation of the 
two fighters. 

During the talks with Prem, US offi- 
cials themselves drew his attention to 
the fact that new data available on the 
F20 — two prototypes of which have 
been test flown — show the aircraft's 
very high performance and easy 
maintenance. But a well-placed source 
in the White House told the REVIEW 
that if after the air force briefing Thai- 
land still wants to buy the F16 its wish 
will be granted. However, a decision to 
that effect, he indicated might take a 
little time. — NAYAN CHANDA 
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The drowning pool | 


The bizarre death of a leading lawyer appears to have 
links with the investigation into the Carrian empire 


By Philip Bowring 


he death of one of Hongkong s lead- 

ing lawyers has put a spotlight on 
the role of professional advisers in the 
tangled affairs of the defunct Carrian 
group. On 13 April the body of John 
Wimbush, senior partner in Deacons, 
the territory's second largest firm of 
solicitors, was found at the bottom of 
his swimming pool. He had drowned 
apparently by his own hand, a concrete 
manhole cover tied to his neck 

Wimbush, immediate past president 
of the Law Society of Hongkong and a 
local partner of Linklaters and Paines, 
a big London firm associated with 
Deacons, had returned to Hongkong 
the previous day, interrupting a holi- 
day when required by the Commercial 
Crime Bureau of the Hongkong police 
to be interviewed in respect of certain 
Carrian transactions. 

Deacons partners represented Car- 
rian and related parties in a number of 
deals. Three other partners in addition 
to Wimbush were due to be inter- 
viewed by the police. Two of them, 
Maurice P. K. Wong and Simon S. C. 
Pun had not, as of 18 April, returned to 
the territory from overseas trips. On 17 
April Deacons announced the appoint- 
ment of three new senior partners. 

The death of Wimbush came as a 

articular shock even to those who had 
own that the Commercial Crime 
Bureau was looking closely at the role 
of law and accountancy firms in the 





Carrian affair. Wimbush had been 
widely said not to be personally in- 
volved with the Carrian dealings, un- 
like both Wong, who was on the board 
of China Underwriters, a Carrian 
quoted subsidiarv, and Pun, whose 
name appeared in transactions as- 
sociated with the 1980 sale of Gammon 
House. This apparently immensely 
profitable transaction helped create 
the image of Carrian as an extremely 





However, it is now "thought that 
Wimbush was directly involved in 
creating a complicated scheme which 
enabled Carrian to announce the com- 
pletion of the sale of Gammon House to 
a company called Bylamson, a transac- 
tion vielding an apparent profit of 
HK$680 million. The details of this 
scheme remain obscure but investi- 
gators may have been looking at why 
an apparently straightforward prop- 
erty transaction was structured in à 
singularly unstraightforward manner. 

One of the intermediaries involved 


| was Wallop Investments, a company 


| 


whose shareholders and directors were 
Deacons nominee companies Anscode, 
Consade, Descona and Seconda, all 
anagrams of Deacons. Wallop was 
formed in September 1980 and went 
into voluntary liqui- 
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Police at Wimbush's home: body in the pool. f 





Death of an ‘obstacle’ 


The boss of the former Carrian property empire 


is named as the Jalil murder trial opens 


By Teresa Ma 


eorge Tan, the boss of the founder- 

ed Carrian group of companies, has 
been named in connection with the 
murder of a Malaysian banker, Jalil 
Ibrahim, whose objections to a US$4 
million loan to a Tan-related company 
may have been instrumental in his 
death. The allegations were made by 
the prosecution when the trial of Mak 
Foon-than, accused of killing Jalil on 
18 July 1983, opened on 16 April. 

Jalil was, at the time of his death, one 
of the two assistant general managers 
of Bumiputra Malaysia Finance 
(BMF), a wholly owned Hongkong sub- 
sidiary of Bank Bumiputra Malaysia. 
“One of his functions was to see that 
loans have to be approved not in Hong- 


A 


kong but by a supervisory committee 
[in the parent bank] in Malaysia,” said 
Anthony Duckett, senior crown pro- 
secutor. 

On the day he died Jalil was lured to 
a hotel in Kowloon by a man claiming 
to be a prominent Malaysian busi- 
nessman, who said he wanted US$5,000 
changed into Hongkong dollars. The 
prosecution's case is that the man was 
in fact Mak. In a statement recorded by 
police officers three davs after Mak's 
arrest on 6 August 1983, Mak is alleged 
to have said that he was acting on or- 
ders from a Korean named Shim, who 
was holding a Thai passport. 

According to Mak's statement, the 
Korean said he was in turn instructed 





: dation last November, 
soon after Carrian's de- 
mise 


he involvement of 

Deacons in the Car- 
rian affair first came into 
prominence last Sep- 
tember when it sought a 
High Court injunction to 
limit access of Commer- 
cial Crime Bureau offic- 
ers investigating Carrian 
to certain documents. 
Deacons claimed the 
search warrant would 
have given the police the 
right to a “roving com- 
mission” through the files 
of its clients. Wimbush 
declined to answer a 
REVIEW question at that 
time as to whether 
Deacons was acting on 
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by “George.” Mak later told police of- 
ficers that George meant George Tan. 
Mak also alleged that the Korean said 
Jalil was a “pain in the arse” and “an 
obstacle” and would not “give his co- 
operation” for a large loan to Fitarget 
Investment, one of Tan's companies. 
Mak has pleaded not guilty to the mur- 
der charge but, according to Duckett, 
admitted to involvement in transport- 
ing the body out of the hotel in a large 
suitcase. 

Part of the loan was to be turned over 
to Fleuret Investments, a company 
which was offering to buy out Car- 
rian's stake in China Underwriters and 
Union Bank. 

According to Henry Chin, who was 
fellow assistant general manager of 
BMF with Jalil, Tan and one of his Car- 
rian directors, Bentley Ho, pressed for 
the release of the loan and presented an 
application letter countersigned by 
BMF's Kuala Lumpur-based chair- 
man, Lorraine Osman. Osman's hand- 
written message on the letter in- 
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AA that ime the police were inter 
in documents concerni 
Underwriters. | : 
The death of Wimbush is the latest 
and most tragic in a series of recent 
misfortunes to have struck Deacons. 
Another partner, Oscar K. T. Lai, was 
on the board of Dollar Credit (Hold- 
ings) which went bust in late 1982 in 
bizarre circumstances owing several 
hundred million dollars. Lai has since 
left the partnership. 

Corporate disasters over the past 
two years have helped the develop- 
ment of a critical attitude in Hongkong 
to the ethical standards of professional 
corporate advisers. Last year the, Sec- 
urities Commissioner Robert Fell pub- 
licly denounced the failings of some 
members of the accountancy profes- 
sion, suggesting some put profit before 
principle. And the government re- 
cently became so concerned about 
abuses in financial institutions that it 
now requires auditors of banks and de- 
posit-taking companies (DTCs) to re- 
port if they consider there have been 
breaches of the Banking or DTC ordi- 
nances. 









Events have also helped highlight’ 


widespread belief in Hongkong that 
some professional individuals have 
acted as though simply engaged in pro- 
fit-oriented service businesses and 
that professional codes of conduct and 
ethics often take a back seat to money 
making. Although lawyers and 
accountants are self-regulating pro- 
fessional bodies, critics say they have 
been reluctant to police themselves 
rigorously. The Hongkong Society of 
Accountants repeatedly turned aside 
requests, dating back to well before 
Carrian's demise, for an investigation 
into the auditing of the accounts of 
Carrian Investments. oO 


structed Chin to “proceed to imple- 
ment immediately.” Osman was said to 
be on leave and staying at the Hong- 
kong Hilton Hotel at the time. 

Chin told the jury that he wanted 
Jalil to handle the transaction as Jalil 
was responsible for loans. Jalil spoke 
to Chin twice by telephone on 18 July 
and on both occasions questioned 
Osman's order to release the loan and 
reminded Chin of the necessary proce- 
dure of informing and getting approval 
for loans from the supervisory commit- 
tee in Kuala Lumpur. 

The next morning, Chin met Osman 
at the Hilton Hotel to discuss how the 
loan was to be entered into the bank's 
accounts. "I was not sure who the bor- 
rower was," Chin said in court. He said 
Osman told him to put the transaction 
down as a money-market loan tem- 
porarily. Also at the meeting were Tan, 
Ho and David Pyott, a lawyer advising 
Fleuret, discussing the sale of Car- 
rian's holdings in Union Bank, Chin 
said. The trial continues. 
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A pre-dawn attack by Vietnamese forces takes Cambodian 
resistance forces by surprise, scattering 72,000 refugees 


By John McBeth in Bangkok 


t was two hours before dawn when 

Khmer People’s National Liberation 
Front (KPNLF) soldiers were jolted 
from their sleep by the harsh crackle 
of automatic-weapons fire in a for- 
ward defensive line on the eastern out- 
skirts of the KPNLF's Amphil head- 
quarters. 

Within 20 minutes they were in full 
retreat from their positions around a 
small lake that had provided water for 
the 32,000 inhabitants in the resistance 


group's civilian encampment 4 kms . 
away. 

"The Vietnamese unleashed volleys 
of rocket grenades which at times. 
whooshed only a metre above our 
heads," said American freelance 
cameraman Dale Milne, the only 
foreign observer on the weakened 
KPNLF gunline. "Suddenly a voice out 
of the darkness screamed that the Viet- 
namese were rushing our position." - 

The 15 April assault on Amphil came | 





ESTABLISHED STEEL FABRICATING 
AND HOT DIP GALVANISING COMPLEX 


CAIRNS, NORTH QUEENSLAND, AUSTRALIA 


An aenal view of the stee! fabricating and administration complex showing Caims harbour inlet and mountains in the background 


ANNOUNCEMENT 


The owners of Pollard's Pty. Ltd have decided to 
place their business on the market after spending 18 

ars establishing Queensland's largest steel 
abricating and hot dip galvanising complex outside 
the State s capital Brisbane 


The business was established in 1966 an 
specialises in steel fabricating and hot dip galvani 
ing. general engineering and machining. plate we 
and rolling. step stingers, columns. wrought | 
railings and gates. and the manufacture of pr. 
trawling gear and the award-winning. fully adj 
able Hickling implement hitch. Pollard's Pry L 
also have the agency in Cairns for Dowrie cra 
and hoists and gantries 


THE LOCATION 


The steel fabricating and galvanising complexes are 
situated on am industrial estate in Calms. North 
Queensland The plant is located within two 
minutes driving distance of the centre of Cairns and 
next to the Cairns harbour inlet 


Caims is the Gateway to the Barrier Reef and is 
situated 1900 kilometres north of Brisbane 


Queensland's capital city It has a population of 
80.000 and an intemationa! airport will be opened 
in March, 1984 


KP 2970 





LAND, BUILDINGS AND PLANT, ETC. 


This unique business opportunity is offered as a 
complete proposal comprising steel fabricating and 
bdministration section on 3 65 acres of land, and the 
ansing plant on 2 acres of land (separate titles 
p d). The galvanising complex was comple- 
983 and opened by the State 
h Bielke-Petersen. The steel fabricat- 
it in 1978 and the administration 

mber, 1980 


and cranes and all office furniture 
luded in the sale 
kettle dimensions are 59 metres 
es deep and 1.1 metres wide. The 
by LP gas and is of the forced air 
ystem with exhaust heat diverted to heat 
ing and pre flux-tanks 


ENQUIRIES 


Confidential enquiries and requests for additional 
information and price should be directed to.— 
Mr R. Pollard.. Managing Director 
Pollard's Pty. Ltd., 
P.O. Box 1409, CAIRNS, QLD. 4870, 
AUSTRALIA. 


or telephone Mr Pollard on area code 070, 51-5444. 
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. 380-km. stretch of the Thai-Cambo- 
! dian border. There had been no con- 
firmed cross-border incursions by 
-  mid-week, but Bangkok delivered a 
I. strong protest note to the United Na- 
2 tions after Vietnamese anti-aircraft 
|. gunners shot down an unarmed L19 
| spotter aircraft flying inside Thailand. 
UN sources estimated about 72,000 
refugees had fled into Thailand, either 
to escape artillery fire or because of an 
| imminent danger of attack. Amphil 
4 and the Sihanoukist army's Tatum en- 
campment to the north were both 
evacuated in relatively orderly fash- 
ion, as were two Khmer Rouge settle- 
ments and also the KPNLF's Sok Sann 
base in the far south which was hit 
about the same time as Amphil. Heavy 
shelling and some ground fighting was 
$ also reported around the Khmer Rouge 
| stronghold of Phnom Milai. 
f About 1,000 Vietnamese troops 








— — drawn from the Sisophon-based 75th 
Division and the 8th Border Security 
|—— Regiment took part in the Amphil at- 
f _ tack, infiltrating between two front- 
—  lineKPNLF guardposts and then over- 
runing the second line of defence. De- 
spite intelligence reports the night be- 
fore that an assault was imminent, the 
KPNLF's forward positions appear to 
have been undermanned — due in part 
to the annual Buddhist Songkran fes- 
tivities and also to the fact that a 300- 
man unit was on operations deeper in- 
side Cambodia. 

_ Two Vietnamese soldiers were cut 
— down within 50 yards of the camp 
perimeter where the main KPNLF 
forces regrouped for a counter-attack. 
Defenders said there were no tanks in- 
volved in the pre-dawn thrust, but at 
daybreak Vietnamese 105mm artillery 
began shelling the civilian side of the 
— settlement which was first established 
_ in mid-1979. Three women died of 
- — heart attacks in the exodus. Another 50 
| — people are said to have received shrap- 
— nel wounds. 

XT Although the UN Border Relief Ope- 
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had been displaced so far, officials 
warned that if the Vietnamese turned 
their guns on the 64,000 Cambodians 
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; The Thai air force L19 downed: 


ese forces have been *hreaté 
Tatum and the Khmer Row 
ment of Ban Sharat 16 kms f@th | 
in the Dongrek range. One crewman 
parachuted to safety, but the other 
died in the wreckage of the aircraft 
which crashed about 1.5 kms inside 
Thai territory. Groundfire is also re- 
ported to have forced down a Thai 
helicopter sent in to search for the sur- 
viving pilot. A Foreign Ministry pro- 
test note sent to the UN described the 
attack as unprovoked and “a deliber- 


ate act of hostility " oOo 
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A new wave of Sikh violence presents Mrs Gandhi’s 
government with a potentially dangerous dilemma 


By Salamat Ali in New Delhi 


hree weeks ago it was all but un- 

thinkable that the turmoil in Pun- 
jab state would career so far out of con- 
trol as to threaten Indian Prime Minis- 
ter Indira Gandhi's grip on power. But 
now failure to suppress Sikh political 
violence has stolen the initiative from 
New Delhi, plunging the government 
into a serious crisis. 

On 13 April the National Democratic 
Alliance (NDA) — a coalition of 
opposition parties including former 
prime minister Charan Singh's Lok 
Dal party and former foreign minister 
Atal Behari Vajpayee’s Bharatiya 


Janata Party — marched to the house 
of President Zail Singh to demand the 
dismissal of Mrs Gandhi's government. 

In a "charge sheet" clearly directed 
at the chaos in Punjab, the NDA de- 






clared: "The tragic reality of 1984 is 
that the country is breaking apart. The 
government is paralysed while its 
members are busy making money and 
the prime minister is pursuing her 
dynastic ambitions." The marchers in- 
uded NDA MPs and members of state 
Weislatures and municipal organisa- 
ins. 
- Three days later events in Punjab 
Wk an even graver turn when Sikhs 
rned 37 railway stations in one 
ight. Against a lurid backdrop of 
communal murders, bombings, and 
desecration of religious shrines, acts of 
arson hardly stood out. But responsi- 
bility for the action was claimed by a 
newly formed militant group, the 
Dashmesh Regiment, so police re- 
garded the episode as a major escala- 
tion in the campaign of violence which 
has so spectacularly forced the pace of 
events in Punjab since the murder of 
three prominent public figures two 


weeks earlier — for which the "regi- 
ment" also claimed responsibility. 

New Delhi now fears that leadership 
of the Sikh campaign — which, among 
other things, demands an amendment 
to the constitution to accord separate 
recognition to the Sikh religion — may 
have passed from the moderate Sikh 
leaders to extremists elements with 
which it can neither negotiate nor 
compromise. 

The coordinated attacks on govern- 
ment property across nine of Punjab's 
13 districts threw into doubt the gov- 
ernment's earlier claims that the new 
wave of violence was under control; 
that it had been confined to a handful 
sheltered within the sacred Sikh shrine 
in Amritsar, the Golden Temple, and 
that Punjab could survive a prolong- 

ed but low-grade 
: campaign of vio- 

lence, much as Lon- 
don survived bomb- 
ing attacks by the 
Irish Republican 

"48/0 ot i Army. 
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ew Delhi is torn 
by tension be- 
tween Punjab po- 
lice and the Central 
Reserve Police. 
Force; the intelli- 
gence agencies have 
proved totally in- 
adequate, and the 
government admin- 
istration in Punjab 
is on the verge of 
collapse. Moreover, 
the extremists con- 
tinue efforts to engineer a mass exo- 
dus of Hindus from Punjab, inviting 
retaliation in states with a Sikh minor- 
ity. 

New Delhi has few options, none of 
them attractive. It has avoided a mas- 
sive crackdown in Punjab so far, but 
now faces mounting pressure to storm 
the Golden Temple and arrest all who 
have become identified as leaders of 
the Sikh resistance. Proponents of this 
move argue that it will demoralise the 
extremists and eliminate their centre 
of coordination. Those opposed argue 
that it will only alienate the Sikh com- 
munity and add new names to the list 
of martyrs who inspire the Sikhs to re- 
sistance in the name of religion. 
Nonetheless, Mrs Gandhi cannot post- 
pone action too long since — with elec- 
tions expected sometime this year — 
the opposition is anxious to exploit any 
weakness to drive the ruling party 
from power. 
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C NE C TES 


Knowing where you re going is 
knowing where to stay. In the 
United States and around the 
world, that can only mean 
Sheraton Hotels. Where the art 
of hospitality finds new 
expressions of excellence 
Where creativity and 
innovation result in a superior 
quest experience. Where 
sensitivity and responsiveness 
to the needs of the business 
and leisure traveler come first 
in the United States, when you 
know where you're going 
you'll come to Sheraton to stay 








Hotels, Inns & Resorts Worldwide 
The hospitality people of ITT 


Sheraton also has fine hotels in Canada, the Caribbean 
Latin America, Europe, Africa, the Middle East, India, 


I» t a ^ RAS T eserva ,andintormartiotr yl your 
the Far East, Australia and New Zealand Seater scu ted "sesiüesib 
1984 The Sheraton Cor poration Ti AT ] jen 
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If vou think of IBM as a big company that makes big 
computers for other big companies. you're right — but 
only partially so. 

We're also a company that serves thousands of small 
businesses and professionals. In fact, that's one of the 
fastest-growing parts of our business. 

There are good reasons for it. 

Our growing selection of small computers is one of 
them. They provide problem-solving power at prices that 
wont create problems for you. They help you and the 
@ people who work with you handle accounting, word 
processing, forecasting. inventory and other tasks that 
»! are the foundation of any enterprise, large or small. 
You don't need computer experience to use our 
systems either. 

From the instruction manuals that accompany them 
to the training programs we make available. everything 
is designed to put you in charge quickly and painlessly — 
whether you're investing in computers for an entire 
department or a single book keeper. 

For large companies and small. IBM adapts to the 
unique needs of its customers — putting them and IBM 
together in very productive ways. 
| We'd like to do the same for you. You may need 

| a big solution. You may need a small solution. 
In either case, IBM is the right solution. 





American Express International Banking Corporation 


An American Express Company 


international — 


c American Argentina Chile - .. 
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-.. Express Bank continues this tradition by 


banks can equal. 
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American Express has meant excellence i in 
personal service, ^^. 
- v Today with the added gengi of affil- 

dated Trade Development Banks, American 








- . offering an array of financial Services few. 





| American Express. Bank of ets: 
- tange of international banking ses for 
business: commercial banking, trade - n 
| finance, correspondent banking, capital . 
— equipment and contractor —— and 
| foreign exchange facilities. ni | 
m ‘We provide virtually ever ytypeof o 
«private banking. setvice = You! re iy. to need, cu 
: as well from the Gold Card? 
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For more than a year, Belgium's telephone administration had 
our System 12° on the line— undergoing rigid tests to prove it could 
handle telephone traffic for Brecht, a suburb of Antwerp. 

| Meanwhile, a second 
oystem 12 was put through 
its paces in Namur and 
Ill successfully cut over. 

The farsighted Belgian 
telephone administration 
was convinced that 
oystem 12 answered their 
needs. Now and for the 
future. 

So they ordered 
8 130,000 equivalent lines to 
i be installed by IT T's 
É Belgian subsidiary, Bell 
{ Telephone Manufacturing 


After more than a year of trials, Company, over the next 
— — u T —— lines two years. 
of System e only telephone 
— with fully distributed control. What convinced them? 
Simply this. 


oystem 12 has fully distributed control, the result of $700 million 
in research and development by IT T engineers around the world. 

With no central computer, control is distributed throughout 
the system. So a problem in one place doesn't bring the whole 
system to a halt. 

Thats fail-safe. 

oystem 12 is also fully digital. And digital is the fastest, most 
accurate way to transmit data and voice simultaneously. 

That's important. Because over the next three years, Belgium's 
electronic data networks will grow tremendously. 

And with System 12 equipment, Belgium's telephone adminis- 
tration will easily keep up with advances in technology and 
population. 

We're glad Belgium chose System 12. Because when it comes 
to telephone exchanges, we can answer the call. 
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Nedlloyd 


Worldwide Trans 


At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability fundamental to 
the economies and well-being of developed and developing 
countries alike. 

Providing a broad range of supporting specialised port 
facilities and forwarding know-how internationally, to complete 
the link in the transport chain. 

Today, we are also active in the important energy field, 
with substantial offshore operations. 

Simply to be one of the largest and best 
equipped companies in the business is not 
enough. It takes thousands of Nedlloyd 
people all around the world using their 
experience, expertise and professionalism 
to make the service really work. 

However large we become, we : Trae ee | 
never forget that Nedlloyd is still about 
people serving people. 








Nediloyd Group 


Royal Nedlloyd Group N.V., 
21 Houtlaan, P.O. Box 487, 3000 AL Rotterdam 
Phone (010) 177911. Telex 27087 


The bank that fashions 
talys most creative region 





Her shoes: the high-heeled version of the new ‘linea geometrica.’ 
His shoes: a new classic in white antelope. 


“One of the reasons for our success is that that it accounts for 25% of Italy's entire GNP. 
we've always worked as if we had to answer Cariplo is the powerful financial and 
personally for every pair of shoes we have sold” banking presence behind this notable success. We 
Thus Renzo Rossetti, presiding genius over the have been expanding our international capability 
Rossetti company based in Lombardy, whose so that, today, enterprising organisations can obtain 
shoes and accessories for men and women, all of full banking services with typically Italian panache. 
the highest standards of art and artistry, are We now have a full service branch in London 
justly sought after wherever fashion is in vogue. and representative offices in Brussels, Frankfurt, 
Rossetti banks with Cariplo, one of Italy’s Hong Kong, New York and Paris. 
major banks and the main bank in Lombardy. If you believe you could benefit by working 
Rossetti is one of some 500,000 other prosperous in partnership with ourselves, please contact your 


Lombardy businesses nearest branch or our 
that make it Italy Head Office, 
most successful Via Monte di Pieta 8, 


region: so successful CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE 20121 Milan. 


Encouraging enterprise internationally 


Ming Court Kuala Lumpur 


Where the 5-star standard takes on 


anewexcellence with ourtouch of Ming 
Opens mid 1984 


OW, you can enjoy an international 5-star standard 

of excellence with a special touch... our touch of 
Ming. A touch so gracious, so caring, so assuring, you 
will only find it here at the Ming Court Kuala Lumpur. 
5-star excellence with a touch of Ming. It sets us 
apart. And it'll keep you coming back. Time and time 
again. 


Our 5-star features 
Prestigious location 


Ming Court Kuala Lumpur is located along Jalan Ampang 
in the heart of the business, entertainment and shopping 
centre of the city. 


Superior accommodation 


The hotel has 447 rooms ranging from comfortable Superior 
Singles or Twins to luxurious Deluxe Suites. All rooms are 
air-conditioned, with their own mini-bar, bedside controlled 
colour television and in-house video movies. 


Taipan Club 


Catering only to Taipan 
room guests, this is one bam 
floor of gracious living * p 
with special features that 
include an exclusive 
concierge service, com- 
plimentary continental 
breakfasts and evening 
cocktails. 
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Superb choice in wining 
aH dim 


Excellent dining is available at the Chez Bidou French 
Restaurant, the Ming Palace Chinese Restaurant or at the 
Kamogawa Japanese Restaurant. For pleasantly relaxed 
meals, select from either the Cafe Boulevard or Dondang 
Sayang Coffee House. Refreshing cocktails and soothing 
live music make memorable evenings at the Kencana 
Lounge. 


Total recreation 


The hotel has several amenities to help our guests unwind, 


including a swimming pool, squash and tennis courts and 
a shopping arcade. 


Exceptional services 


Facilities at the hotel include a travel agency, a beauty- 
—— salon, ample parking space, laundry, valet, 
limousine and 24-hour 
room service, facilities 
for the handicapped, 

a business centre, Ming 


6. i i at 


meeting rooms with 
convention facilities that 


j guests. Also available, 

| a special ‘No Smoking 

§ floor and butler service 
on the Presidential floor. 


Qn Our touch of Ming awaits you 


PLING COURT 


KUALA LUMPUR 


Ming Court Hotels International 


Kuala Lumpur e Singapore e Port Dickson e Penang e Vancouver 
A member of The MUI Group 


Kuala Lumpur Sales Office: Tel: 03-482608, 03-482691. Telex: MA 32621 MINGKL 
Singapore Sales Office: Tel: 02-7371133. Telex: RS 21488 MINGTEL 
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Rangoon's longstanding campaign to rid its western Arakan state 
of Muslims continues six years after 200,000 were forced out 


By Bertil Lintner in Teknaf, Bangladesh 


| jam. three-hour bus ride 
south from Cox's Bazar ends in 
the little town of Teknaf, on the west- 
ern bank of the two-mile wide Naaf 
river estuary — the natural border be- 
tween Bangladesh's flat ricelands and 
Burma's hilly Arakan state. Across the 
river in Burma, the two peaks of 
Hanifar Tonki and Kayaburi Tonki 


rise over the plains and mark the be- 


ginning of a long, twisting Arakan 
Yoma mountain range, which runs 
parallel to the coast all the way down 
to the Irrawaddy Delta, separating 
Arakan state from Burma proper. 
Teknaf is a bustling and rapidly 
growing trading centre, where the 
shops are stocked with Khaboung and 
Doyar cigarettes, Thanaka make-up 
for the ladies, Arakanese sarongs, 
Kyaymon batteries and other Burmese 
merchandise. There is also, unexpect- 
edly, a wide range of consumer goods 
from Thailand: watches, cassette re- 
corders and transistor radios, which 
have been smuggled from the Karen- 
held border checkpoints near Mae Sot 
on Burma's eastern frontier, across the 
country and the Naaf river to 
Bangladesh. Chinese crockery — hav- 
ing passed through Burma's northeast- 
ern Shan state, controlled by the 


- Burma Communist Party — is also said 


to be very popular with affluent 
Bangladeshis from Dhaka and Chit- 
tagong, who come to Teknaf to shop. A 
new hotel, the Naaf International, has 
just opened to provide comfortable ac- 
commodation for visitors. 

Although luxury consumer items 
abound, the most lucrative cross- 
border trade between Burma and 
Bangladesh is in rice. Officially, the 
Arakanese farmers are obliged to sell 
their unhusked paddy rice to govern- 
ment shops at Kyats 7.30-8 (about 
US$1 at the official rate) a basket. 
"But no one can survive on that," a 
Teknaf trader told this correspondent. 
"On the black market, the price for the 
same amount of paddy is Kyats 60. Pri- 
vate merchants then husk it and smug- 
gle it across the border, where they get 
even more." The immediate profits on 
the contraband trade in rice are not 
that high, according to Teknaf sources, 
but in Bangladesh the traders buy 
medicines, kerosene and other daily 
necessities, which are either in short 
supply, or simply not available in Ara- 
kan's government stores. In this way, 
the traders can make a reasonably 
good living and, in the end, consumers 
on both sides of the river get the goods 
they need. 


While this arrangement is satisfac- 
tory for all parties concerned, another 
movement across the border is less so. 
Teknaf made headlines in the world 
press in 1978 when approximately 
200,000 Muslim refugees streamed into 
Bangladesh from Arakan state. Desti- 
tute and starving, they claimed that 
they had been driven from their land 
by Burmese troops. The refugees re- 
ported that government officials had 
first moved into Akyab, the Arakan 
state capital, and then in one night's 
sweep arrested more than 1,000 Mus- 
lims. A house-to-house search had 
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been carried out forcefully and sys- 
tematically, spreading panic through 
the Muslim community there. A dem- 
onstration against the drive was re- 
portedly put down by the army, which 
killed several people. 


he operation was code-named Na- 

gamin, or King of Dragons, and its 
aim was said to be “properly register- 
ing every inhabitant of this country, 
citizen or foreigner.” However, 19,457 
Bengalis fled to escape examination 
because they did not have proper regis- 
tration papers, according to the offi- 
cial magazine Forward, published in 
Rangoon at the time. The actual 
number of refugees was more than 10 
times the official figure, and the vast 
majority of them were not Bengalis but 
Rohingyas, a Muslim minority which 
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had been living in Arakan for genera- 


produced yellowed 
cards, issued as far back as the mid- 
1950s. 

The refugee crisis was eventually 
settled — at least on the diplomatic 
level — after rising concern had been 
expressed by Muslim countries, lead- 


ing to intervention by the'United Na- — 


tions. In Teknaf, however, the impres- 
sion today is that the refugee crisis six 
years ago had only exposed to the 
world a longstanding problem which 
had existed well before 1978 and 
which has yet to be solved. Indeed, this 
could well be one of Asia's largest but 
least-recognised refugee problems. 
Bangladesh's border areas with 
Burma are still full of Burmese-speak- 


ing Muslims who claim to have been _ 


born on the other side of the Naaf river. 
Some of them belong to a group repat- 
riated to Burma in 1978 but have since 


fled again to Bangladesh. "We re- 


turned but we were not re- 
; habilitated, as promised,” 
alleged one Rohingya from 
$ Maungdaw in an interview. 
“Most of us found our old 
houses dismantled and our 


citizenship law. It was im- 
possible for us to stay.” 
the 


official government 


as the reason they had fled. 


rice to the government, but 
prices are so low. If we sold it 
on the black market, then 
the rice we harvested was 
not recorded and our land 
was confiscated since the 
authorities could say that we 
did not use it for cultiva- 
tion." 

One recent arrival inter- 
viewed by the REVIEW told a 
tragic story. His name is Ali 
Akbar, 52, who said he was 
born in Inkyaung Kardi village of 
Buthidaung township, Burma. He de- 
scribed how in 1957, 150 young men, 
including himself, had been rounded 
up and accused of being "illegal im- 
migrants." Ali said he was never 
brought to trial, but he spent 27 years 
in Insein jail in Rangoon doing hard 
labour. On 14 January this year, he was 
released and deported to Bangladesh, a 
country he claims he had never even 
visited before. It is impossible to verify 
independently such stories, though it 
lends credence to Ali's claim that he 
can speak little Bengali but is fluent in 
Burmese; he has the unmistakable 
rural accent of north Arakan. 

The exact number of Rohingya re- 
fugees is unknown, since most of them 
never register in Bangladesh. A local 
police source admitted that there is a 


tions. To counter the charges of illegal: ¢ 
residence in Burma, many refugees - 
identification 


monopoly on the rice trade 


land had been taken over by : 
other, Buddhist residents in - 
the area. Then came the new . 


j 


Other refugees mentioned 


"Actually, we had to sell our 












problem *with people sneaking across 
the border at night." Spokesmen for 
the Rohingyas claim that hundreds of 
thousands of Muslims from Arakan 
have left the country in a continuing 
movement which initially began more 
than 40 years ago. Many Rohingyas are 
still in Bangladesh, but others have 
gone on to India, Pakistan, Yemen, Jor- 
dan, the United Arab Emirates, Saudi 
Arabia, Thailand or Malaysia. 


I: an interview, the chairman of the 
underground Rohingya Patriotic 
Front (RPF), Muhammed Jafar Habib, 
explained that the turning point in the 
centuries-old harmonious relationship 
between Muslims and Buddhists in 
Arakan was reached during World 
War II. At that time, inter-communal 
tensions were in some cases created 
and in others exacerbated by the ex- 
pulsion of the British by the Japanese. 
The Arakan Buddhists, as well as the 
Burmans, sided with the Japanese, 
while minorities such as the Karens 
and the Rohingyas remained loyal to 
the British. In 1942, Buddhists al- 
legedly carried out acts of violence 
against Muslims in north Arakan. 
About 80,000 Rohingyas fled to 
British-held East Bengal, now 
Bangladesh, where they were interned 
in refugee camps. The main ones were 
in Rangpur, Dinajpur and Noakhali. 
After the war and Burma's indepen- 
dence, they were not allowed to return. 

The Muslims then rose in arms in the 
Mujaheed Rebellion of 1948, which 
was largely financed by taxation on 
the illegal trade in rice with then East 
Pakistan. By June 1949 the govern- 
ment controlled little more than the 
ort city of Akyab, but it was eventual- 
y able to force the Muslims back after 
a series of offensives which culminated 
in an extensive campaign in 1954 call- 
ed "Operation Monsoon." In 1961, the 
last remaining Mujaheeds surrendered 
to the government. Subsequently, the 
Muslim-majority townships of 
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Teknaf rice traders; Ali Akbar: cross-border tragedies. 


Maungdaw, Buthidaung and parts of 
Rathedaung were combined into the 
Mayu Frontier Administration and 
placed under military rule. “On sur- 
rendering, the Mujaheeds were prom- 
ised equal rights and new land, but no- 
thing came out of it,” said Jafar Habib, 
who at that time led the Rohingya Stu- 
dents Union in Rangoon. 

After the military coup of 1962, 
which brought Gen. Ne Win to power, 
all Rohingya organisations were out- 
lawed, and Jafar Habib went under- 
ground to organise the Rohingya Inde- 
pendence Force (RIF) in the following 
year. He appealed to Muslim countries 
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in the Middle East for help, but the res- 
ponse was meagre. Extensive military 
campaigns against the RIF reduced its 
ranks, and in 1975 it had to be re- 
organised into the present RPF. 
Spokesmen for the front were reluc- 
tant to reveal the number of men under 
arms, but said that they were equipped 
with G3 rifles, captured from the gov- 
ernment troops, AK47s and Chinese 
rifles, light machine guns and mortars. 
The main stronghold of the RPF was 
said to be the mountains of north Ara- 
kan state, close to Chin state and the 
Chittagong Hill Tracts of Bangladesh. 

In 1983 Jafar Habib and three other 





A legacy of rebellion 


Arakan state’s Buddhists and Muslims have opposed the 
embrace of Rangoon for reasons which date back centuries 


he Muslims may have built up the 

strongest and best organised rebel 
groups in Arakan but theirs are not the 
only insurgent groups of the area’s 
modern history. Nationalist feelings 
also have long been strong among the 
majority Buddhist Arakanese, whose 
geographical isolation west of the Ara- 
kan Yoma range has resulted in limited 
contacts with the Burmans on the 
other side. Neither are the Arakanese 
willing to forget that they once had 
their own kingdom, which was con- 
quered by the Burmans in 1784. 

The Arakanese members of indepen- 
dent Burma's first parliament — ini- 
tially organised as the Independent 
Arakanese Parliamentary Group and 
later as the Arakanese National Unity 
Organisation — pressed for a separate 
state within the union throughout the 
1950s. However, it failed to materialise 
under Burma's old, federal governmen- 
tal structure. 

Federalism was abolished in 1962 


when the army seized power in Ran- 
goon. Two years after that a small 
group of Arakanese nationalists, led by 
Khaing'Pyi Thein, went underground 
to set up the Arakan Liberation Party 
(ALP). Sixty young followers enlisted 
in the 20th Battalion of the Burmese 
army in Akyab for the purpose of ob- 
taining arms, ammunition and train- 
ing. Meanwhile, another group con- 
tacted the Karen insurgents on 
Burma’s eastern border. The army vol- 
unteers failed in their mission when 
most of them were arrested as infil- 
trators. Only one man, Khaing Moe 
Lin, evaded this round-up and escaped 
across the border to Bangladesh. Party 
chairman Khaing Pyi Thein fled to 
Kachin state, where he reputedly re- 
mains, working with the Kachin Inde- 
pendence Army. Some time later, Kha- 
ing Moe Lin managed to reach the 
Karen National Union (KNU) head- 
quarters in the east, There the ALP and 
its armed wing, the Arakan Liberation 
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RPF leaders went on the haj to Mecca 
and met representatives of the Saudi 
Arabian Government. "But the Middle 
Eastern countries seemed to be preoc- 

cupied with the Palestinians, Af- THAILAND'S MONTIEN HOTELS 
ghanistan and more important issues . . . *4 PL 
closer to home," admitted Jafar Habib, | Where service is more than a business, it's a tradition. 
At the beginning of this year the RPF 
applied for observer status at the Or- 
ganisation of the Islamic Conference 
and urged the Casablanca summit to 
intervene in the conflict between the 
Rohingyas and the Burmese Govern- 
ment. What will come out of this dip- 
lomatic campaign is uncertain. Work- 
ing to the disadvantage of the Rohing- 
yas is their sensitive position in 
Bangladesh, which maintains cordial 
diplomatic relations with Burma. Kas- 
sem, the leader of the old Mujaheeds, 
was arrested by the then East Pakis- 
tani authorities in 1954 because his 
presence along the Burmese border 
had complicated their delicate re- 
lationship with the Rangoon govern- 
ment. 

The present situation of the Rohing- 
yas in and around Teknaf seems to be 
without hope. Now, they are indeed il- 
legal immigrants, but in an already 
hopelessly over-populated country 
where there is no land available for 
them and where it is almost impossible 
to find employment. The Rohingya re- 
fugees in Bangladesh lead a hand-to- 
mouth existence as day labourers, bus 
drivers and shop assistants, or make a 
living from the lucrative border trade 
in rice and other items, the only thing 
that seems to be flourishing at Teknaf 
apart from discontent. u 


Army (ALA), were reorganised jn June 
1974, hundreds of miles away from 
their Arakan homeland. 

In the same year, the name of former 
Arakan division was cosmetically 
changed to Arakan state, but this did 
not have any impact on the already 
growing insurgent movement among 
the Arakanese. The regional au- 
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sections of ALA soldiers near the Thai 
border. Some of them took part in a 
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battle with Burmese Government 


troops at Maw Po Kay in February and 
March this year. The group is not 
known to have any armed presence in 
Arakan state, though the new chair- 
man, Khaing Ye Khaing, is said to be 
somewhere in the Bangladesh-Arakan 
border area. 

Arakan state also has a long tradi- 
tion of communist insurgency, which 
goes back to the heyday. of Thakin 
Soe's Red Flag Communist Party of 
Burma of the late 1940s and early 
1950s. The Red Flags were never as 
numerous as their rivals in the White 
Flag Burmese Communist Party (BCP), 
but they were certainly more flam- 
boyant and militant if less diplomati- 
cally sophisticated Marxists. Thakin 
Soe once called the late Soviet presi- 
dent Nikita Khrushchev a  *"re- 
visionist" and branded the Chinese 
communists "opportunists" — hence 
cutting off every possible source of 
outside support, unlike the BCP which 
sided with Peking. 


part from certain districts of the Ir- 

rawaddy Delta, the main Red Flag 
stronghold was in the Arakan region. 
In Akyab district, the Red Flag leader 
was the notorious Bonbauk, or bomb 
thrower, Tha Gyaw, while his no-less 
colourful comrade-in-arms U Sein Da 
— à former monk known as the King of 
Arakan — waged a guerilla war in the 
hills until his surrender in 1958. The 
leadership of the Red Flags became 
more and more something of a one- 
man-show, until Thakin Soe was cap- 
tured in November 1970, after which 
the Red Flags faded away. 

A small faction did, however, sur- 
vive in the Arakan Yoma and was re- 
named the Arakanese Communist 
Party (ACP). It had to compete for in- 
fluence among the Arakan peasantry 
with the BCP, which also had a small 
fighting force in the state. The leader of 
the BCP, That Htun, surrendered to the 
government during the 1980 amnesty 
as did the chairman of the flagging 
ACP, Kyaw Zan Shwee. At the same 
time, Thakin Soe was pardoned, and a 
luncheon party was arranged in Ran- 
goon for the former communist 
guerilla chieftains. 

The Red Flags departed into history, 
and the BCP had lost its last strong- 
hold outside Shan and Kachin states. It 
was believed that this, at last, had put 
an end to the sustained communist in- 
surgency in Arakan. In Teknaf, how- 
ever, newly arrived refugees were per- 
sistent in their claims that the ACP was 
not defunct and was still active, espe- 
cially in the Bangladesh-Arakan-Chin 
tri-border area. They named the leader 
as Bo Mu Mah Haing, and estimates 
of the ACP's troop strength varied 
from a sneering reference to “no 
more than 15-20 dacoits" to up to 200 
relatively well-armed men. The re- 
fugees also told of recent clashes be- 
tween the ACP and the Rohingyas. 

— BERTIL LINTNER 
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Burmese of Indian and Chinese descent and other non-indigenous 
peoples must prove their roots are in the country 


T: be granted full citizenship of a 
country only if you can prove your 
family has lived there for more than 
160 years would startle most people, 
but. that is what a controversy over 
Burmese citizenship is all about. Mem- 
bers of “non-indigenous” races have to 
convince the authorities that their an- 
cestors lived in the country prior to 
1824, the year the first Anglo-Burmese 
war broke out. Failing that, the appli- 
cant will be deported or classified a 
"guest citizen," losing some of the 
rights enjoyed by full citizens. 

The law mainly affects Burmese of 
Chinese and Indian descent, who im- 
migrated during the British colonial 
period. Anti-Chinese sentiment has 
traditionally been strong in Burma, 
and it reached its height during the 
Rangoon Chinatown riots of 1967. Re- 
sentment of the Indians is even older. 
In fact the Burmese nationalist move- 
ment in the 1930s campaigned not only 





against the British but also against the 
Indians who worked for the colonial 
administration and who were mer- 
chants, shopkeepers and — most de- 
tested of all — moneylenders from the 
Chettiar caste. 

After Burma's independence, many 
Indians were expelled from the coun- 
try. Of those who stayed behind, more 
left after 1962 when Gen. Ne Win's new 
military government nationalised in- 
dustries and private businesses. Those 
remaining in Burma today are mostly 
the so-called Zerbadees (also referred 
to as Khaphya in Burmese), who are of 
mixed Indo-Burman descent. Gener- 
ally speaking, they are looked down 
upon. 

The most common name both for 


people from the Subcontinent and for 
Zerbadees is Kala, a pejorative mean- 
ing foreigner or Indian. But this term is 
also used for Muslims in general, in- 
cluding the Rohingya minority in Ara- 
kan state, which has been living there 
for centuries. As a result of the confu- 
sion inherent in the use of the term 
Kala in Arakan, it is the Muslims 
whose citizenship status is being chal- 
lenged. The Buddhist Arakanese, who 
are considered an indigenous race, 
have no problems. The Rohingyas also 
complain that the citizenship law de- 
mands the impossible, since there are 
no family names in Burma, and cen- 
suses and national registration were 
first introduced by the British — well 
after their first war with the Burmese 
in 1824-26. 

The first Muslims on the Arakan 
coast were Moorish, Arab and Persian 
traders who arrived between the 9th 
and 15th centuries. Some of them 
stayed and married local women. Their 
offspring became the forefathers of the 
present-day Rohingvas, who speak a 
Burmese dialect interspersed with 
words borrowed from Persian and 
Bengali. Most of them live in the 
townships of Maungdaw, Buthidaung 
and Rathedaung in north Arakan. 


here is no evidence of friction 

between them and their Buddhist 
neighbours in earlier days. Indeed, after 
1430 the Arakanese kings, though 
Buddhists, even used Muslim titles in 
addition to their own names and issued 
medallions bearing the kalima, the 
Muslim confession of faith. Persian 
was the court language until the Ara- 
kan kingdom was conquered by the 
Burmans in 1784. When Burma was a 
part of British India, the rich ricelands 
of Arakan attracted thousands of sea- 
sonal labourers, especially from the 
Chittagong area of adjacent East Ben- 
gal (now Bangladesh). Many of them 
found it convenient to stay since there 
was already a large Muslim population 
there and, at that time, there was no ill 
feeling towards immigrants from India 
proper — unlike the situation in other 
parts of Burma. Today, the two groups 
are assimilated, and it is virtually im- 
possible to distinguish a Rohingya 
from a Bengali. 

The Burmese Government has ac- 
cused the Rohingyas of encouraging 
illegal immigration from over-popu- 
lated Bangladesh. The Rohingya lead- 
ers, on the other hand, deny that there 
has been any such immigration for 
many years and assert that the au- 
thorities have invented the story to de- 
prive the Muslims of their citizenship 
on the pretext that all of them are Ben- 
galis. — BERTIL LINTNER 
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Stay aloft 18 hours. 
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n through jit 10' x 9' rear opening. 
And, whet not Kondi ing matitime patrol missions, the 
Hercules can be converted quickly and easily to the cargo 
transport or other mission configuration. 

Over the years, Lockheed has never ceased to improve 
the Hercules. In comparison to the first Hercules, the 
maritime patrol version you order will have an increased 


engine power of 20%, an increased cruise speed of 6%, 


increased range of 52%, and an increased payload of 22%. 


— a E e incredible Hercules! 


And, most important, because of the punishing duty a 
maritime patrol plane is subjected to, its structural life 
has been significantly increased! 

If you need an aircraft that can monitor 275,000 
square nautical miles in a single flight, patrol 2,500 
nautical miles at low altitude, and stay aloft 18 hours, 
you need a Hercules, 

For more information on how the Hercules can serve 


your nation as a maritime patrol craft, contact Director 


of International Marketing, Lockheed-Georgia 
Company, Zone 1, Marietta, GA 30063, U.S.A. Telex: 
542642, Lockheed Mara. 
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ay we introduce « our- | relationships overseas. We have. 

Y Wselves? Coutinho, planned, built, and delivere 
; aro& Co, Hamburg. Specialty: schedule in every conceiv. m. 
'orldwide industrial plant . . | climatic, economic, and political - 
istruction. With 1,908 employees | situation. No situation is strange to 
virtually every nationality and us; being flexible is least ——— 
rofession: engineers, lawyers, of all. 





1cial experts, and commercial Whenever we assume responsi- 
le. All of them are planners bility for the construction of an 
achievers. With 88 years of entire project - with all the prelimi- 
rnational company history to nary work - we do it our way. 
proud of. With the best of busi- So we prepare the forecasts of 
relationships in all countries, demand and sales, optimize the 


| all countries, and between all plant dimensions, do cost calcula- 
tries. And since 1968 alone, tions, assist in the acquisition of the 


1 more than 100 large turnkey financing, procure building mate- 
jects completed. rials, organize the workforce, buy 
. We have acquired domestic machines and erect them. On 


perie nce in almost every foreign request, we give training to future 
ad employees and manage operations 
until all runs well without ou help. 









A sk ther man, who ** one! 


Cocoa Products Okpella/Bendel State. 20. 000 tons/year 100.000 tons/year S 
Factory 450.000 tons/year Thailand - South Korea |. 
Nigeria Indonesia | Bangkok Glass .  DonghaePulp |... 
2 Ile Oluji Cocoa P T. Semen Tonasa Industry: Ltd., Company Lid.. 
Umuahia/ Imo State Processing Co. Lid.  Pangkep/$.Sulawesi | ra 

ile Qluji/Ondo State |. 510.000. tons/y ear. 

30000tons/yeat — 





























Sugar Ware- á Corano A 
houseundJetry Ceramic Plants Gloss Factories | ‘Mills. 
‘Constructio Pakistan Nigeria ^ Indonesia 
— Ceramics. West African Glass — P.N.Letjes | 
1s State Organisation Co, Lid Factory Ltd., Probolinggo/ 
| for Food Industries Shaidu/ NWFP PortHarcourt/ = EastJava ^ 
p me A 220.000 m?/ year Rivers State 
tons 75.000 tons/year 
Storage Capacity — Plants Zambia 
P S Kapiri Glass 
Okpella Cement ã 
. Company Ltd. Products Ltd., 


we Mposhi/ 


















(We wouldn’t leave beforehand, in 
any case.) P3 
We render the same profes- 


| sional performance in less demand- 


ing situations. Do you need vessels, 
machinery or equipment? 
Or are you searching only for know- 
how? Or for reliable construction 
supervision services? Perhaps you 
have come to us for assistance with 
another company already under 
contract with you? Perhaps you are 
such a company and also searching 
for a partner with the requisite 
knowledge? We are ready to accom- 
plish any (almost) task as a team. 
And large enough to handle small 
assignments as well. With a 
commitment of our entire expe- 
rience and energy. 

Ifyou would like to find out 


about us, the easiest way besides- | 


contacting us directly, is by talking 
with the management of companies 


| for whom we have builta plant. 


They will gladly provide information 
at any time. Of course, we will, too. 


Ask the people at CCC. 


| They know how to do it. 
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The Nikaido gamble 





Nakasone’s surprise appointment of a Tanaka favourite as LDP 
vice-president risks an uproar to prepare his own re-election 


By Hikaru Kerns in Tokyo 


espite Japanese Prime Minister 

Yasuhiro Nakasone's suceéss in 
foreign relations — and even though 
his popularity at home has regained its 
old heights — his re-election to the 
presidency of the Liberal Democratic 
Party (LDP) in November still depends 
on whether he can preserve a favour- 
able balance among factional blocs 
larger than his own in the LDP. 

As ever, Nakasone must rely on the 
support of former prime minister 
Kakuei Tanaka and that of at least one 
other faction. And to secure Tanaka's 
backing he has risked the anger of a 
substantial part of the LDP by ap- 
pointing Tanaka's right-hand man, 
Susumu Nikaido, as party vice-presi- 
dent. 

Nikaido's appointment created a 
momentary uproar, especially when he 
refused to resign as the head of the 
Mokuyo (Thursday) Club, an organisa- 
tion for members of the Tanaka fac- 
tion. Tanaka is appealing against a 
conviction for bribery in the Lockheed 
trials in which he was sentenced to 
four years in prison and ordered to pay 
a fineof Y500 million (US$2.2 million). 
In December 1983, after the LDP suf- 
fered a huge setback in elections for 
the lower house of parliament due 
partly to the Tanaka issue, Nakasone 
publicly pledged to diminish Tanaka's 
influence in the government. 

This pledge was one of the condi- 
tions for the New Liberal Club (NLC) 
agreeing to join a coalition with the 
LDP, allowing Nakasone to form a 
cabinet with a stable majority in par- 
liamentary committees. The NLC's 
Seiichi Tagawa, home affairs minister 
in the Nakasone cabinet, announced 
his extreme dissatisfaction with 
Nakasone's decision but stopped short 
of resignation. The non-mainstream 
factions led by Takeo Fukuda and 
Toshio Komoto condemned Nikaido's 
appointment. But Nakasone had pre- 
pared the ground well by prior consul- 
tations with these quarters, so many 
observers saw their outcry as an ob- 
ligatory but empty gesture. 

Tanaka could still prove danger- 
ously embarrassing for Nakasone, but 
probably less so now than last year, 


. The NLC may yet support the opposi- 


tion parties' call for the expulsion from 
parliament of anyone convicted of à 
felony — meaning Tanaka — a move 
that would place Nakasone in a deli- 
cate position. 

However, some observers claim the 
NLC is no longer eager to force 
Tanaka's removal, since it would 
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threaten the small party's comfortable 
relationship with the LDP. Formed by 
breakaway LDP members advocating 
both a dovish defence policy and the 
purge of Tanaka's influence, the NLC 
has improved the Nakasone cabinet's 
image and contributed to its popular- 
ity. But substantial gains by the LDP 
in new elections would reduce the 
NLC's leverage, and most NLC mem- 
bers are reported to be so content with 
their new position in the government 
that they are reluctant to risk losing it. 
By most accounts, Tanaka is satis- 
fied with Nakasone and will continue 
to support him for at least one more 
term. There was some speculation that 
Tanaka was thinking of promoting 
Nikaido for the ruling party presi- 
dency, and hence the country's prime 





ministership, in the November party 
election, but this is unlikely. Nikaido 
was described by one close observer as 
Tanaka's “old trusted friend" and 
therefore more useful as a broker. 


here are few matters of substance on 
which the Nakasone cabinet can be 
faulted. The stability of the LDP-NLC 
coalition and the cooperation of other 
LDP factions have allowed the Naka- 
sone cabinet to tackle weighty issues 
ranging from liberalising Japan's fi- 
nancial sector to improving Sino-Ja- 
panese relations, at the same time as 
presiding over an economic recovery. 
This year Nakasone will probably 
propose most of the legislation neces- 
sary to restructure public monopoly 
corporations, reorganise the internal 
administration of ministries, restruc- 
ture the Japan National Railroad, cut 
government personnel and reduce aid 
to domestic interest groups. Moreover, 
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States and Europe without losing the — 
basic support of Japanese business and 


agricultural interests. 
But because of the numerical weak- 


ness of the Nakasone faction in the — 


LDP, a solid record in office will not 
guarantee  re-election. He needs 


Tanaka's support and that of one more | 


faction. Currently, the faction of 

Suzuki and his heir-designate Kiichi 
Miyazawa provides Nakasone's other 
pillar of support, but Miyazawa is 
thought to be gearing up to challenge 
Nakasone in the November election. 
Nakasone is thus paying careful atten- 


far to 


q Te 
ELEC u 


tion to LDP factional politics by cul- 


tivating two people apart from Tanaka 
who may secure his future: LDP sec- 
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retary-general Rokusuke Tanaka and - 


Foreign Minister Shintaro Abe. 
Rokusuke Tanaka — no relation of 
Kakuei — was the negotiator who ar- 


ranged the LDP-NLC coalition as well | 


as Nikaido's appointment. 


s 
By 
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Ever since his appointment as LDP — 


secretary-general Rokusuke Tanaka's 


loyalties have been torn between his 


fellow faction member Miyazawa and 
Nakasone, who elevated him to one 
of the party's highest positions. 


Rokusuke Tanaka was once a rival of - 


Miyazawa to succeed Suzuki as faction 


leader, and observers say their rela- - 


tions have never been consistently 
warm. 


e 


Rokusuke Tanaka also has excellent . 


personal relations with Abe and Fi- 


nance Minister Noboru Takeshita of © 


the Tanaka faction. Because of these 


- 


friendships and his position as secret- - 
ary-general, he could have great influ- 


ence in arranging alliances in the LDP. 


His attitude will have a critical effect — 


on Miyazawa's possible challenge to 
Nakasone, not the least because he has 
deep roots in Miyazawa's own faction. 

Nakasone also has been careful in al- 
lowing Abe a relatively broad role as 
foreign minister. Abe has been on 15 


overseas trips since taking office, more f 


than any other Japanese foreign minis- 
ter in a similar period. Their relations 
have been so amicable that some be- 


lieve Abe, heir-apparent to the Fukuda 
faction, does not mind Nakasone re- _ 


maining as prime minister. 


At the age of 59, Abe can afford to 


wait, secure in the belief that the prime 
ministership will come to him some 
time in the next few years. However, 


Miyazawa, age 64, is thought to believe | 


this November may be his last chance. 
Takeshita, 60, another LDP presiden- 
tial aspirant, is dependent on the deci- 
sion of Tanaka, his faction leader. 
Nakasone must also overcome the 
fact that no Japanese prime minister 
has served more than a single two-year 
term since 1972. Re-election would 
thus lend a prestige to Nakasone 
denied all living former prime minis- 
ters, but one, Nobusuke Kishi, and even 
Tanaka is thought to be reluctant to 
accord Nakasone such a distinction. p 
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 Disunity over unity - 


_ Arightwing initiative to form a broad alliance 


opposed to President Zia finds the going slow 


By Husain Haqqani in Islamabad 


— banned political parties 


are discussing the formation of a 
broad-based alliance against the gov- 
ernment of President Zia-ul Haq, but 
so far have not got very far. 

The move is aimed at foiling the mili- 


_ tary regime's plans to hold a general 


election on a non-party basis, in prepa- 


— ration for an end to martial law and 


transfer of power to an "Islamic de- 
mocratic civilian government." Sev- 
eral rounds of talks have been held be- 
tween various political leaders, in- 
cluding some belonging to parties con- 
stituting the Movement for Restora- 
tion of Democracy (MRD) — a united 
front of nine political parties, led by 
the Pakistan People's Party (PPP) of 
executed former prime minister Zul- 
fikar Ali Bhutto. The MRD's attempts 
to launch a civil disobedience cam- 
paign against the government failed to 
gain momentum last year, convincing 


_ the opposition of the need to broaden 


JA contentious 


its base. 

The initiative for a new alliance, 
however, comes from rightwing politi- 
cians outside the MRD who have 
avoided confrontation with the gov- 
ernment in the past. Political parties 
feel they will not be able to survive if 
the regime succeeds in holding elec- 
tions under Zia's formula for partyless 
democracy. Although mutual distrust 
among politicians remains a hurdle in 


- the formation of an anti-government 


united front, there is unanimous op- 
position among politicians to the gov- 
ernment's non-party scheme. 

. Zia and his government colleagues 
have remained firm on their stand that 
political parties are 
against Islam and the national interest, 
dismissing the potential threat from a 
broader united opposition. Zia told the 
Karachi Urdu weekly Takbeer that he 
would hold a referendum on his elec- 
tion proposals in the event of “a gang- 
up of politicians” against the plan. The 
government had avoided a referendum 
until now, he said, to save the nation 
the cost of two polls — one to deter- 
mine public approval for the system of 
elections and the other the general 
election itself. “But if political parties 
tried to obstruct the transition to 
democracy," he said,.“we will hold a 
referendum and prove that the major- 
ity of the people want Islamic democ- 
racy. We know we have the confidence 
of the people.” 

The referendum suggestion, de- 
scribed by opposition political leaders 
as a new attempt to delay elections, is 
seen by observers as intended to con- 
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vince the politicians that the govern- 
ment is determined to hold the non- 
party elections and they should, there- 
fore, give up opposition to the scheme 
or risk postponement of transition to 
civilian rule. 

Calls for unity of political parties 
came from the r rigaswihg Jamaat-e- 
Islami, which had been a tacit sup- 
porter of the regime in the past. The Is- 
lamic party's break with Zia came 
after a ban on student unions, most of 
which were under the control of the 
Jamaat's student wing, Islami Jamiat- 
e-Talaba. Although moderates in the 
Jamaat urged the students to remain 
calm, anti-government radicals within 
the party have backed agitation and 





rioting by students in major cities, in- 


cluding Karachi, Lahore and 
Peshawar. While demonstrating the 
Jamaat’s ability to create trouble 
through sporadic student riots, its 
leaders also started appealing to op- 
position parties to unite against mar- 
tial law. Although other political par- 
ties are suspicious of the Jamaat, par- 
ticularly because of its alleged associa- 
tion with the military rulers, they also 
realise the value of its superior organi- 
sation in an anti-government cam- 
paign. Even the Jamaat’s traditional 
rival for Islamic votes, the Jamiat 
Ulema Pakistan (JUP), cautiously wel- 
comed the Jamaat's call for opposition 
unity and suggested that political par- 
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tion under the 1973 constitution. The 
JUP also called for a round-table con- 
ference of banned political parties. The 
Jamaat-e-Islami faces serious credi- 
bility problems, however, in dealing 
with the PPP and other leftwing par- 
ties. 

Elements within the Jamaat, as well 
as other rightwing parties, also are 
opposed to an alliance with the PPP. 
Muhammad Salahuddin, until re- 
cently editor of the Jamaat daily 
Jasarat, wrote: “How can a fascist 
party be an ally in a struggle for resto- 
ration of democracy? Parties of the 
Left and Right can and should unite for 
democracy as long as they are all com- 
mitted to the democratic process. The 
PPP trampled democracy during its 
rule and should not be invited to join 
an alliance for its restoration.” 

Optimists, however, say that a 
broad-based alliance of political par- 
ties could seriously challenge Zia's 
government and force concessions on 
questions such as the role of political 
parties in the new political set-up. Ac- 
cording to one opposition 
source: "The government is 
proceeding with its plans with a 
lot of confidence because it 
knows there is no mass-based 
organised opposition. An al- 
liance between the most popu- 
lar party, the PPP, and the most 
organised, the Jamaat, will give 
the rulers something to worry 
about." 






I: reality, there is no way of 
judging the various political 
parties' strength, and setting up 
of the alliance is not close 
enough yet for the government 
to have serious worries. A 
major difference between par- 
ties such as the Muslim League 
and Jamaat on the one hand and 
components of the MRD on the 
other is the readiness of the 
former still to deal and 
negotiate with the government. 

Members of these parties are 
likely to participate in non- 
party elections even though 
their preference is for polls on 
party lines. Major parties in the MRD, 
such as the PPP, the National Demo- 
cratic Party and the Tehrik-e-Istiqlal 
want to boycott elections unless they 
are held in accordance with the sus- 
pended 1973 constitution. 

The politicians realise that they face 
a race against time. The longer they 
take in charting a credible strategy for 
confronting martial law, the more 
people are convinced of their inability 
to deliver the goods, paving the way for 
Zia's transition to partyless democ- 
racy. Most people want an end to mar- 
tial law and will accept the regime's 
plan to end it unless the politicians 
come up with something better and — 
more importantly — feasible. Oo 
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C-Eenergy technology at work around the world. 





l. Engineering, construction and 4. Equipment, products and including a listing of our offices 
project management services for services for onshore and offshore ^ around the world, write: 

the petroleum, petrochemical, oil and gas exploration, produc- Combustion Engineering, Inc., 
alternative fuel and other pro- tion and production processing. Dept. 7004-265, 900 Long 
cess industries. 5. Equipment, systems and Ridge Rd., P O. Box 9308, 

2. Fossil-fueled and nuclear services for electric utilities, Stamford, CT, USA 06904. 
steam supply systems and ser- pulp and paper and other pro- 

vices for electric utilities and in- cess industries, and resource 

dustrial steam generating plants. ^ recovery systems. 

3. Industrial materials and re- No other company has 

fractory products for steel, alumi- ^ C-E's broad range of capabilities E COMBUSTION 
num and other metal industries, to help make the most effective ENGINEERING 
and automated equipment for use of the world's energy re- 

metal casting. sources. For more information, Energy Technology. Worldwide. 
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On the privileges you enjoy as a Swissair 
First Class passenger. 
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All Swissair 
aircraft have First 
Class, even on 
the shortest hops 
in Europe. 


In the First Class 
compartments of 
all B-747s and 
DC-10s you can 
sit down in luxu- 
rious Slumber- 
ettes and press a 
button to give 
you almost any 
position you like. 
Depends on 
whether you feel 
like working, 
reading, eating, 
sleeping, or 
simply flying. 





The choice of 
drinks in First 
Class. With and 
without alcohol. 
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It can't be just the special ambiance and 
the Haute Gastronomie that make our 
First Class our First Class. More likely it's 
the attitude of the cabin crew: friendly 
and cheerful, but never exuberant; atten- 








tive and helpful, but never intrusive. For 
you as a First Class passenger Swissair 
hospitality begins exactly as it ends: with 
anticipation of your next flight. 





On long-haul 
flights you 
choose from a 
wealth of hors- 
d’ceuvres. 





At more and 
more airports 
worldwide we 
welcome you in à 
special lounge 
with comfortable 
club chairs, 


newspapers, 
magazines, and a 
bar. 


swissair â 
First Class, 
Business Class, 
Economy Class 
worldwide 
on all aircraft. 
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The Mandarin Singapore 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next door to a cinema and bowling alley. Just 30 minutes’ 
drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub ¢ Disco Club 

* 5 Cocktail Lounges * 24-hour Coffeeshop * Shopping Arcade 

è Airline Offices * Bank è Travel Agent and Car Rental Counters 
* Medical Clinic ¢ Hairdressing Salon ¢ 24-hour Room Service 

è Laundry and Valet Service 


Mandarin Recreation & Health Centre 

* Gymnasium * Massage * Steam & Sauna Baths ¢ Hydro-pool 
* Tennis * Squash © Swimming Pool è Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) * Meeting/Exhibition/ 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 
visual Equipment € Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 

Enquiries 

Call Singapore, 7374411 or MSI Regional Sales Offices — 

New York (212) 838-7874, Los Angeles (213) 413-4224, London (01) 
583-5212, Sydney (02) 276-677 and Tokyo (03) 584-4250. 
Reservations 

Call HRI — Leading Hotels of the World 

Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501, 
Tokyo (03) 585-7510, Manila (2) 857-811, Singapore (65) 737-9955, 
Bangkok (2) 234-9920 

or Utell International 

Hongkong (3) 722-6432, (5) 295-591, Tokyo (03) 407-0564, Manila 
85-46-55/871861, Singapore 338-3488. 


1984 Tariff Main Building South Wing 
Single Twin 


*Subject to 10% service charge & 3% government tax. 
Room rates subject to change without notice. 









In the tradition of emperors. 
333 Orchard Road, Singapore 0923. Cable: Manrinotel. Telex: RS 21528 Manotel 
Postal Address: Killiney P.O. Box 135, Singapore 9123 


A member of Mandarin Singapore International 





WWF Kojo Tanaka/BCL 


The 
Giant Panda 


needs your help 
to survive 


ON every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 


Switzerland. 
mo WORLD WILDLIFE FUND 


WWF acknotoledges the donation of this space by 
Far Eastern Economic Revieto. 
Advertisement prepared as a public service by Ogilvy € Mather. 
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technology from last century's innovations to todays lasers and electronics 























ustralia's remoteness from the rest of the 

| world last century bred self-dependence 

| through invention and innovation. This has helped 

_ Australians in coming to terms with their harsh 

| environment and vast area. Much of the early 

| Australian technology that revolutionized 
agricultural production exemplified this - inventions 
such as the stump jump plough and the first 
refrigerated cargoes. Australia was also one of the 
pioneers in the early days of flight. An engineering 
industry was established which soon expanded and 
diversified to serve the needs of increasing 
industrialization. Whilst as far back as 1885, circuits 
designed by an Australian were a springboard for the | 
later development of television. 


Today, Australia is moving forward with realistic new 

technologies aimed at being cost effective in their 

various work applications. Typifying wide-ranging 

current Australian technology are laser machining of 

| metals that enables holes to be bored in crankshafts, 
car engine components that never need cooling 

, made from a new Australian-discovered ceramic, a 

| flame ionisation detector with enormous sensitivity to 
organic molecules, and micro glass engineering 

| producing the smallest syringes in the world with a 

total content of half a cubic millimetre. 


| Australian technological achievements in other 

| major areas include Interscan, the international air 

| navigation system, production of the instrumentation 
for the Starlab orbiting telescope and design and 
construction of a radically new 24 hours a day 

| telescope which will have greater accuracy and 

| speed of handling than conventional models. 














Lawrence Hargrove, a pioneer in aviation, 
developed the box-kite and worked on 
oeronautical engines in the 1890s 


Advanced viscometer allows more incisive 
physiological measurements of whole 
blood viscosity 








| Manila, 87 4961 Telex PN 63542 


Seoul, 7 








We have listed just a few of the many important 
innovative products and techniques Australia has 
developed for a host of requirements in medicine, 
science, electronics, industry, agriculture, mining, 
astronomy and other fields. Find out exactly what 
Australia has available and how it can benefit you 
by contacting the Australian Trade Commissioner. 


Bangkok, phone 286 0411 Telex 82621 
Beijing, 52 2331 Telex 22263 

Hong Kong, (5) 22 7171-8 Telex 73685 
Jakarta, 33 0824 Telex 46 214 

Kuala Lumpur, 42 3122 Telex MA 30260 


New Delhi, 69 0336 Telex 81 31 2356 
Osaka, (06) 271 7071 Telex 522 5334 
6490-5 Telex K23663 





Singapore, 737 9311 Telex RS 21 238 
Tokyo, 582 7231-9 Telex 242 2885 








A world first for Australia - the smallest DEC 
compatible 8-line mulfiplexer 











New technology for obtaining information 
in naturol colour from electron 
rmicroscopes 


Diesel engine parts, dies and components 
made trom PSZ, the toughest ceramic yet 
developed for industry 





Australian technology 
finds a better way 
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The Bankers Trust philosophy at work, 
for Procter and Gamble de Mexico. 


Close teamwork among pro- 
fessionals at Bankers Trust 
recently madeamostremark- 
able transaction possible. 
Our client: Procter and 
Gamble de Mexico, a stand- 
alone subsidiary of the U.S. 
company. Our challenge: a 
multi-million dollar refi- 
nancing—at the very height 
of Mexico's financial crisis. 
With the strong support 


of the Mexican government, we were 
able to match the company’s need with 
Mexico's need to save foreign exchange. 
We helped them replace costly loans 
from other banks with a Bankers Trust 


specialty: commercial paper. (We were 


EAGLES AEROBATIC FLIGHT TEAM 


The Bankers Trust team: Richard 
A Price. Jr, Capital Mkts. Group 
(seated). Andrea Lamp Peabody. 
Relationship Mgr. Johannes G 
Derksen, Currency Manage- 
ment, Alok . World Corpo- 
rate Department in Mexico City 


the first money center bank 
to act as agent for issuers of 
commercial paper. Our cus- 
tomers have some two billion 
dollars worth outstanding 
for which we are sales agent.) 
The result: an innovative 
$44 million issue of com- 
mercial paper, brought to 
market by Bankers Trust. 
The company will save 
millions in interest costs. 


Mexico saves large amounts of foreign 
exchange, and has once again seen a 
Mexican company’s obligations suc- 
cessfully placed in the U.S. market. 

A skilled Bankers Trust relationship 
manager coordinated the efforts of our 


Fd 
ÜFEAMWORK 


corporate finance experts in the U.S. 
and Mexico and our commercial paper 
specialists. Together, their efforts added 
up to nothing less than excellence. 

The pursuit of excellence is unend- 
ing at Bankers Trust. If it's a pursuit 
that's part of your philosophy, perhaps 
your company should be working with 


our bank. 


Bankers Irust 
Company 


An international banking network in 
more than 35 countries. 
280 Park Avenue, New York, N.Y. 10015 
TRUST COMPANY 


MEMBER FDIC © BANKERS 





INTER: CONTINENTAL SERVICE 

Some things we plan fifty years 

ahead of time. Most things can be 

| arranged at a moment's notice. 
That's another InterContinental advantage. 


IN GERMANY THE ADVANTAGE IS INTER: CONTINENTAL 
B-INTER:-CONTINENTALELSHO T.ETS 


BERLIN. The city's premier deluxe hotel, the Inter*Continental, close to the Tiergarten park area, is within walking distance of Kurfürstendamm. 
COLOGNE. The Inter* Continental Cologne, near banking and shopping areas, commands a beautiful view of the cathedral. DUSSELDORF. Facing the 
Rhine, adjacent to the fairground, the Inter* Continental Düsseldorf enjoys an enviable reputation. FRANKFURT. The Frankfurt Intercontinental offers 
splendid views of the city and the ever-changing Main river scene. HAMBURG. Within walking distance of the Congress Center, and overlooking beautiful 
Outer-Alster Lake, is the Inter*Continental Hamburg. HANNOVER. The Inter*Continental Hannover has a superb location facing the impressive 
"Rathaus" building. MUNICH. Surrounded by the opera, theaters, museums and fashionable shops is the world famous Hotel Vier Jahreszeiten Kempinski. 


INTER-CONTINENTAL® More than 80 superb hotels around the world. 











not, quickly becomes. Posted to 
regular charges of every crime rang- 
ing from unethical behaviour to inac- 
curate reporting either aimed at the 

"press" as a whole or at himself in 
particular. It's a somewhat strange 
feeling to have the boot on the other 
foot and to read a version of what one 
has said as recorded. by a non-jour- 
nalist. 

In London recently I was asked to 
give a talk on Hongkong's future to 
the Royal Institute of International 
. Affairs, better known as Chatham 
House. Interest in Hongkong is such 
that the hall was crowded with 
businessmen, officials, fellow jour- 
nalists and even a man or two from 
the Hongkong Office in London. 

Unfortunately I spoke without 
notes or script, but I retain a fairly 
clear memory of what I said — which 
was not too different from the piece I 
penned in the REVIEW a few weeks 


lof gail E concessions froma ‘China a 


ago, Will Peking Shanghai Hong- 


kong? (8 Mar.). After I returned to 
Hongkong, I found senior govern- 
ment officials and unofficial mem- 
bers of the executive and legislative 
councils leaping upon me with ac- 
cusations of crimes ranging from 
treachery to madness. It turned out 
that the Hongkong Office in London 
had done a bit of its own reporting 
back to Hongkong of my little 
Chatham House effort. | 

e AFTER describing how British 
Prime Minister Margaret Thatcher 
had unnecessarily provoked predict- 
able Chinese reactions by legalisti- 
cally basing her case on the “unequal 
treaties” which established British 
rule, I said that London and the 
Hongkong Government had to push 
for an official British presence post- 
1997 as an "insulation* between di- 
rect Chinese rule and the free com- 
munity of Hongkong. However, I 
opined, the man in the ‘Street was 
probably more realistic in accepting 
that China would inevitably insist on 
a return of sovereignty and control 
over the administration. 

In the reported version of my re- 
marks that bit became: "The ex- 
tremely powerful Chinese busi- 
nessmen in Exco and Legco were as 
responsible as Mrs Thatcher for prob- 
lems over the talks . . 
were ignorant of China and how she 
thought though being Chinese them- 
selves . . . The people of Hongkong 
have been more realistic." 

I said the British were rightly still 
pushing for post-1997 guarantees, 
but that China was apparently taking 
the line that any concessions to a 


third party would be inappropriate | 


— indeed an interference in China's 
internal affairs — after Sovereignty 


. had been. recovered. That became in: 


BA ee Bee MU ANM MN ME CDL, eT Bee CDM EU NN HMM MCN EM a Oe See AM CM IM D CMM IINE rere 


‘Deng’ Ss. 
started a process towards a more 
open China which was irreversible. 


of house appears asking: 
plete stranger is cutting. grass. Man 
replies that it is aet of pure good 


.have been lost because of an original 


mishandling of, approach to and de- 
mands made during the talks.” 

I said that a southern Chinese, Can- 
tonese city. under the temporary rule 
of colonial “outer barbarians” was 
faced with the enormous task over 
the next 13 years of educating the 
Dragon T hrone of the Middle King- 
dom in the importance of confidence 
in the delicate matter of running a 





free society and open economy. That 





became; “Her Majesty's Government 
has spent a lot of time trying to.edu- 
cate China how [sic] a-free society 
should be run, Deng Xiaoping has al- 


ready started a process aume to 
self-rule that is irreversible." | 


Apparently the last phrase is a 
twisted version of my argument that 
pragmatic - . reforms had 


I said it was difficult to translate. 
Hongkong's strongest cards into spe- 
cific concessions from China — for 
example, to bargain Hongkong's 
foreign-exchange earnings for an 
agreement on how post-1997 gover- 
nors should be appointed, or to swap 
the damage any failure of Hongkong | 
would do to China's hope of recover- 
ing Taiwan for an agreement that Pe- 
king should not dispatch cadres to 
Hongkong. 

That became: “He said the advan- 
tages of Hongkong, for example as 
earner of foreign exchange for China, 
model for Taiwan etc, are clichés 
rather than ‘cards’ which can bei; 
translated into bargaining terms." 
€ AND soon... As I say, curious to 
be on the receiving end for once, 


though I would argue that the pages 
of the REVIEW contain a higher 


standard of reportorial accuracy 
than that report. In the public ser- 
vice, men's careers can be ruined if 


their words are misquoted or re- 


peated out of context. Many officials | 


would benefit from a few months 


spent as trainee reporters. . 

e A COUPLE of stories heard. re- 
cently: one concerns an Australian 
resident of Canberra who set out in 


his pickup van to collect a motorised 
,lawnmowerhe had lent a friend. With 
. [that] they | 


it duly loaded onto the van, he calls at 
a pub and imbibes an excess of beer. 
Driving home he blearily spots a 
police checkpoint ahead: where driv- 
ers are being breathalysed. 

Quickly he turns into. the nearest 
house driveway, unloads his mower 
and starts mowing the lawn. Owner 
why a.com- 











nei ighbourliness. Owner returns in- 
se. Later man spots that 


-ously in a hurry. Quick as a flash, our 


x 


card and orders man to complete the - 
job he started. A couple of hours 
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Derek Davies 





police checkpoint has been disman 
tled, so loads mower. onto pickup v 
and prepares to depart. Owner reap- 
pears and demands to know why only 
half his lawn has been mowed. ; 

Man explains about beer intake, 
breathalysers and evasive action. 
Owner then produces police identity . 


later, thelawn duly cut, man loadsup 
mower and drives home — ex hausted © 
and completely sober. , 
e FOR the next story I am indebted . 
to Simon Grove of the London. 
stockbroking firm Grieveson, Gr ant, 
who often inserts local colour stories 
into his financial research letters. A 
certain foreign businessman resident 
in Tokyo was commuting by under- 
ground one morning when, just as the. 
train doors were about to close, a Ja- 
panese man rubbed against him and 
stepped out onto the platform, obvi 


foreign businessman felt his right- 
hand breast pocket. It was empty; his: 
wallet was gone. 

He turned towards the door. It was 
closing, but a few inches remained 
open and there, on the platform, 
stood the Japanese, apparently 
sneering at him. The foreign 
businessman was no slouch when it 
came to fast action. Thrusting his: 
hand through the gap in the fast-clos 
ing door, he seized the Japanese by. 
the lapels and drew him towards him.. 
The door closed, leaving the Japanese 
on the platform but the lapels inside 
the car, still in our fearless friend's 
grip. Horrors! The train began to 
| draw away! 

The Japanese was drawn along the 
platform with it, screaming. The for- 
eigner looked for an emergency stop- 
ping system but none was to hand. 
What would happen? Halfway down 
the platform, the Japanese grabbed a. 
stanchion and, within a moment, the. 
lapels tore away. The train plunged 
into the tunnel. Honours were about. 
even for though the foreigner had lost 
his wallet, the Japanese was down 
one suit. — 

The foreigner got to his office and. 
telephoned his wife to get his credit- 
card numbers so that he could cancel. 
them. “But honey.” said his wife, 

‘I've been waiting to call you. You 
left your wallet on the dressing table - 
when you went to work today." 
e THE rather aptly named Robert. 
Carvery is puzzled by my puzzlement 
over the meaning of two items on the - 
menu of the Very Good Restaurant in 
Jakarta [TRAVELLER'S TALES, 12. 
Apr.]. The difference between Geril- 
led Shlimp and Grill Chirimp is obvi- 
ous, he asserts. The latter is clearly a. 
delicacy not unknown in Asia — 
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ustralian Prime Minister Bob 

Hawke has become a challenge and 
a threat to the media which report him. 
The most popular national leader Aus- 
tralians can remember, brilliant at get- 
ting good coverage, is starting to show 
he can turn nasty when he thinks the 
reports are not living up to what he be- 
lieves he deserves. 

The prime minister's Asian trip ear- 
lier this year was an example of how 
well Hawke can sell himself and his 
line. In all the capitals — Tokyo, Pe- 
king, Singapore, Kuala Lumpur — 
Hawke emerged with a message of suc- 
cess and agreement. Night after night 
he appeared on Australian TV, telling 


viewers how Japanese Prime Minister 


Yasuhiro Nakasone had promised to 
look after Australian trading interests, 
and what wonderful prospects there 
were for doubling Australia's steel in- 
dustry through deals with China. 
Now, a couple of months later, the 
Japanese are displaying their usual 
toughness in beef and iron-ore trade 


. talks. Nakasone may — as he so ful- 


somely declared — think Hawke “the 
most dynamic statesman in the world, " 
but when it comes to trade, the United 
States has the whip hand in putting on 


_the pressure. The outcome of the great 


International 


steel initiative will take longer to 
judge; but there is no confidence 
within Australia that the potential is 
nearly as bright as Hawke insists. 

It hardly matters. The thing is the 
impression created at the time, and 
that was gold all the way. No matter 
that Hawke's detailed predictions — 
such as his confidence that Australia 
would retain its share of the Japanese 
beef market, a forecast that Australian 
officials branded as dubious at the 
time — will be wrong. Hawke is a mart 


— of images; generalities. He can get 


away with things in a way his pre- 
decessors, especially Malcolm Fraser, 
could not. Hawke is popular in world 
capitals through his warm, freewheel- 
ing style, which he combines with his 
considerable skill in mastering a brief. 
leaders often found 
Fraser heavy going — even when they 
agreed with him. 

Evervone acknowledges Hawke's 
enormous skills as a communicator. 
Less has been said of how he has trans- 
formed the relationship between the 
prime minister and the press corps. 
However, that has been one of his im- 
portant achievements in his first year 
— an achievement which makes a crit- 
ical analysis of his government harder. 

Hawke has brought order and struc- 
ture into leader-media contact. His 
techniques are in complete contrast to 
those of Frasér, and are much more ef- 
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Hawke in Japan: the hard sell. 





fective. No one who spent any time 
around Fraser would say he believed in 
open government or was philosophi- 
cally committed to giving journalists 
much access or information. But, at 
least in the latter stages of his govern- 
ment, he was unable to control the 
“gates” of information. 

Hawke volunteers more informa- 
tion, and he makes sure it is infinitely 
better packaged than Fraser did. On 
the other hand, in many instances his 
"gatekeepers" are more skilled at en- 
suring it is difficult to get further inde- 
pendent information, so maximising 
the chances of having the story pre- 
sented as they want it. Here, I am not 
talking about "leaks" but rather the 
reporting of prime ministerial stories 
such as Hawke's steel initiative during 
his China visit. 

The Hawke style is seen in its purest 
form when prime minister and jour- 
nalists are together in a VIP aircraft 
overseas. When abroad, Hawke gives 
more press conferences than did 
Fraser, who also talked extensively to 
the media when travelling but often on 
a unattributable "background" basis. 





Michelle Grattan, a 
former senior teach- 
ing fellow at Monash 
University, Mel- 
bourne, has been 
chief Canberra poli- 
tical correspondent 
for The Age, Mel- 
bourne, since 1976 
and is co-author of 
two books on Australian politics. 
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awke: the public image, the private man 








Hawke's best medium is TV and he is 
highly sensitive to its needs. In Singa- 
pore, he wanted to break his talks with 
Prime Minister Lee Kuan Yew between 
the one-to-one and all-in (officials 
present) sessions because he knew Au- 
stralian TV needed an early "grab" to 
meet its satellite deadline. With 
Hawke, what you see on TV is about 
what you would have got if you had 
been there on the ground or in the air- 
craft — minus a bit of sporting and so- 
cial chit chat. 

When travelling, Fraser would (if 
pressed when talking to journalists at 
the back of the aircraft) launch into ex- 
tensive if convoluted discussion about 
whatever issues were on his mind or on 
the itinerary. Hawke will usually resist 
talking about substance in these infor- 
mal sessions. He prefers to keep it light 
and bright. 

Further, the Fraser staffers on trips 
(and at home) were more willing to 
argue about the propositions their 
leader was putting, seeking to explain 
or rebut media criticisms, The Hawke 
entourage believes in the centralisa- 
tion of information. Press Secretary 
Geoff Walsh, an ex-journalist who 
went to Hawke during the 1988 elec- 
tion campaign from the Labor Party 
secretariat, is a diligent “gatekeeper.” 
The travelling experts, whether staff 
or bureaucrats, brief the press under 
his eye, or the eye of Peter Barron, 
Hawke's adviser on politics (including 
the politics of.controlling the media). 


he advantage of centralising inform- 

ation as much as possible is obvious 
when you look at the reporting of the 
steel initiative. One reason the travel- 
ling media had difficulty in taking that 
at other than face value was because of 
the limited information available on 
the spot. Of course, even the best 
gatekeeper cannot always stop things 
getting a little out of hand, as with the 
reports out of Tokyo that Hawke was 
conceding that thousands of jobs 
would be lost by his proposals for in- 
dustry restructuring. That time, 
Hawke probably suffered rather than 
gained by not backing up his public 
comments with more private briefing. 

At home, one of Hawke's significant 
media achievements has been to get rid 
of the “gutter” interview. As soon as he 
won office, he said he would hold regu- 
lar press conferences but would not be 
bailed up at doorsteps. It was a move 
welcomed by the print media (who had 
often criticised Fraser for having gut- 
ter interviews but refusing to have full 
press conferences). Some TV journa- 


lists had more doubts and, in retro- 
spect, they were right. 








Hawke has kept his word on regular 
press conferences, but he determines 
the time of these and — as they are 
often about set events and statements 
— he starts with the advantage. By ac- 
quiescing in the abolition of the "gut- 
ter stop," the media have voluntarily 
relinquished the right they insisted on 
with Fraser: to question him any- 
where, about anything, leaving him 
with the alternative of answering or 
being seen, in front of the cameras, to 
refuse to answer, If reporters try to 
“doorstop” Hawke, he simply says: 
“You know the rules.” 

In managing the media, Hawke 
brings some psychological techniques 
to bear: they derive from the different 
facets of his complex personality. He is 
a man of extremes — immensely warm 
and charming and (not to put too fine a 
point on it) rather a bully. His advisers 
have worked hard to subdue this latter 
trait. Journalists like to be liked by 
Hawke and he seeks to absorb them in 
his "consensus." (He was very impress- 
ed in Japan to be told of the role of the 
media in promoting industry develop- 


‘In managing the media, Hawke 
uses some psychological 
techniques, facets of his 

complex personality. He is a 
man of extremes: warm and 
charming, and... rather a 
bully. His advisers have 
worked hard to subdue this 
latter trait.* 


ment.) A slap-down by Fraser was al- 
most a compliment; the same treat- 
ment hurts when meted out by Hawke. 

Hawke, who will tell journalists how 
badly the Canberra press gallery com- 
pares with the Melbourne industrial 
roundsmen of his day — when he was 
leader of the Australian trade-union 
movement — would like to create the 
same relationships in the capital as he 
had with those industrial reporters. 

To the extent that he succeeds, his 
opinion of the Canberra journalists 
will no doubt rise. But the national po- 
litical media will always remain some- 
what more elusive, because Canberra 
is a big pond in which he is but the 
largest of quite a few fish. 

Hawke uses intimacy (or the appear- 
ance of it) and his approval (or the 
withholding of it) as tools. At press 
conferences, he will often repeat a 
questioner's name as a subtle sign of 
approval — as well as giving the more 
overt sign of complimenting people on 
questions. In private conversations, he 
uses nicknames his staff have given 
several journalists. 

None of these points is made in criti- 
cism of Hawke. The ability to manage 


FAR EASTERN ECONOMIC REVIEW e 26 APRIL 1984 


Wolf Creek Generating Station, near Burlington, 
Kansas. Though almost at the centre of the 
United States, many people will tell you that 

it's Incredibly Swiss. 


For Financing - - 


Credit Suisse. 


Electrical energy needs are 
changing dramatically in Wichita 
and Southeast Kansas. To keep 
up with these changes, Kansas 
Gas and Electric needed new 
power stations. Like many other 
American firms, it came to Credit 
Suisse, the noted Swiss big bank. 

After all, our 125 years 
of financing experience go back 
to the funding of the Swiss rail- 
roads in 1856. And today we 
help companies all over the world 
with innovative financing 
methods. 

In its Incredibly Swiss way, 
Credit Suisse used its vast syndi- 
cation network to help Kansas 
Gas and Electric raise part of the 
capital it needed and then sup- 


ported the operation by a letter 
of credit backing the utility's 
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commercial paper. This ingenious 
financial approach helped 
Kansas Gas and Electric to cut 
its short-term borrowing costs 
substantially. 

Efficiency and innovation 
in energy are very American. 
Efficiency and innovation in bank- 
ing are the Incredibly Swiss way 
of Credit Suisse. 

Many thousands of satisfied 
customers from a wide range of 
countries depend on Credit Suisse 
experience in this and other fields. 
Why not you? 


CREDIT SUISSE 
CS 








ZURICH (HEAD OFFICE) - ABU DHABI - ATLANTA > BEIRUT 
BOGOTA + BUENOS AIRES * CAIRO * CALGARY * CARACAS 


CHICAGO * HONG KONG * HOUSTON * JOHANNESBURG 
LONDON * LOS ANGELES * LUXEMBOURG * MANAMA 
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Credit Suisse. Incredibly Swiss. 
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and manipulate the media is one of the 


most valuable skills a politician can 


acquire and Hawke has that skill in 
abundance. It is not surprising, there- 
fore, if he takes every advantage of it. 
Thé pointis that the journalist's job is a 
quite different one, with requirements 
often at odds with those of the politi- 
cians. It involves critical analysis 
which does not just degenerate into 
criticism for the sake of it, often a fine 
line. It calls for the preservation of 
some distance. 

However, since his Asian trip, the 
darker side of Hawke's media person- 
alitv has emerged again. That is the 
side which last year, during the affair 
over former Labor Party national sec- 
retary David Combe and his connec- 
tions with expelled Soviet spy Valeriy 
Ivanov, led Hawke to issue several libel 
writs. 

Now he has launched an attack at a 
meeting of the Labor Party's par- 
liamentary party on the Australian 
Broadcasting Corp. (ABC) — the na- 
tion's publicly owned broadcasting 
service. Hawke's anger at ABC springs, 
in part, from its treatment of his politi- 
cal confrere, New South Wales Pre- 
mier Neville Wran, who had to stand 
aside from the premiership last year 
because of an ABC programme on cor- 
ruption in Australia's most populous 
state. Wran was later cleared by a royal 
commission, though legal action fol- 
lowed against the state's chief stipen- 
dary magistrate. 


awke has had his own run-ins with 

ABC, most dramatically on the day 
he became Labor leader, at the start of 
the 1983 election campaign, when an 
ABC interviewer asked him what it 
was like to have blood on his hands. 
During that campaign, Hawke attemp- 
ted some not-too-subtle standover tac- 
tics with ABC chairman Dame Leonie 
Kramer, whom the Labor government 
has since replaced. In his recent attack 
Hawke threw out an oblique hint that 
if ABC contjnues with what Labor 
(quite injustly, I believe) perceives to 
be its "bias," its funding could suffer. 

It was a crude threat — and one from 
which he was quickly forced to retreat 
— from a man whose popularity hovers 
at 74-78% and whom all commen- 
tators consider an absolute certainty to 
be handsomely returned at the election 
now expected in early December. 

How to explain this over-reaction? 
Hawke finds it difficult to accept any 
questioning of his judgment, though on 
the odd occasion — for example, the 
controversial proposal for an assets 
test for pensions — he chooses himself 
to announce his government has made 
a mistake. Still less càn he tolerate any 
questioning of his personal "integ- 
rity." Hawke wants to be not just "Mr 
78 Per Cent," as the popular press in 
Australia has dubbed him, but *Mr 100 
Per Cent." And that says more about 
his personality than his political re- 
quirements. oO 
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Mission to Delhi 


Mrs Gandhi invites a Sri Lankan envoy to talk about 
deteriorating relations as violence flares in Jaffna 


By Manik de Silva in Colombo 


(m of rapidly deteriorating 
relations between India and Sri 
Lanka over the long-festering problem 
of Sri Lanka's minority Tamil commu- 
nity, President Junius Jayewardene 
sent a close aide to New Delhi on 11 
April to try to stop the rot. 

The invitation to send a special 
envoy to the Indian capital came from 
Prime Minister Indira Gandhi, ac- 
cording to Colombo. Jayewardene, 


‘who has publicly expressed some mis- 


givings about the Indian factor in a 
troubled equation, was happy to ob- 
lige. 

At the end of his four-day visit 


a" 





Ly 
Athulathmudali: frank exchanges. "^"^^ 


on Jayewardene's behalf, new Na- 
tional Security Minister Lalith 
Athulathmudali said that the invita- 
tion was issued “in view of some uncer- 
tainty which had recently entered our 
relations,” and that “it was readily ac- 
cepted as a useful means of renewing 
traditional ties of friendship and co- 
operation.” 

Athulathmudali was received by 
President Zail Singh and had wide- 
ranging talks with Mrs Gandhi, De- 


fence Minister R. Venkataraman, Ex- 


ternal Affairs Minister Narasimha Rao 
and Gopalaswami Parthasarathy, the 
Indian diplomat assigned the task of 
handling the Sri Lanka situation. 
These exchanges, he said, were frank 
and cordial and the two sides were 


agreed on the need to maintain such a 
dialogue "especially at this time." 

Colombo was particularly happy to 
receive the assurance of Mrs Gandhi 
and other leaders that New Delhi had 
no intention of intervening in Sri 
Lanka. Athulathmudali said that Mrs 
Gandhi and the other officials had all 
"emphatically reiterated India's good- 
will for Sri Lanka and her commitment 
to respect our sovereignty and territo- 
rial integrity.” He added: "This is 
greatly appreciated by us. For my part, 
I have assured them that Sri Lanka re- 
ciprocates these sentiments in full 
measure. I took the opportunity of my 
discussions to explain the perceptions 
of a smaller country, and the rationale 
for policies and actions pursued by us 
recently.” 


he New Delhi talks followed a flare- 

up of violence in Jaffna, capital 
of Sri Lanka’s Northern Province 
where the majority of Sri Lankan 
Tamils live. In incidents between 10 
and 12 April, officials say 27 people 
were killed in clashes between the 
army and Tamil guerillas — though 
other sources suggest the death toll 
was higher. An) 18-hour curfew was 
imposed in Jaffna on 10 April, and 
though this was gradually relaxed to 
an 11-hour dusk-to-dawn restriction 
by 14 April when the country's 
Sinhalese and Tamil communities 
celebrated the new year according to 
the lunar calendar, Jaffna remained a 
tense and troubled city under intense 
military patrols. People kept indoors 
as far as possible, with the streets often 
empty. At the height of the tension the 
state-owned buses, a favourite target 
of the separatist guerillas, did not run. 

The separatists burned down the 
Point Pedro police station north of 
Jaffna. While they did not hurt the un- 
armed Tamil policemen on duty there, 
they took away the station's radio 
communication equipment. They also 
attacked two sensitive points — the 
Buddhist temple in Jaffna town and 
the Sinhalese school there. 

Colombo officials have made no 


secret about their belief that the 
separatists, officially labelled ter- 
rorists, are trying to provoke a 


backlash against Tamils living outside 
the predominantly Tamil areas of the 
north, in order to exacerbate the whole 
ethnic problem. The government has 
repeatedly asserted that the 
separatists’ strategy was to provoke 
riots similar to those of July 1983 — 
when hundreds of people were killed 
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path y 1 or he separa / dst CÉ | 
While there has been n 
the non-Tamil areas, there is no getting 
away from the fact that military action 
has resulted in the death of at least 
some innocent people. 

"We certainly don't take up the posi- 
tion that everyone who's been killed is 
a terrorist or potential terrorist," a 
government spokesman told a news 
briefing. "People can get caught up in 
crossfire. We'd be doing an injustice to 
the people of Jaffna to label all of them 
as terrorists." He said that some of 
those killed had been curfew-breakers 
and some, including those found with 
arms in their possession after engage- 
ments with the military, were ter- 
rorists. Under emergency law, normal 
inquest procedures were dispensed 
with in the case of all these deaths. 


thulathmudali has gone on record as 
expressing great unhappiness "at 
problems caused to people in Jaffna as 
a result of terrorist activity." He said 
he had been in contact with respected 
community leaders in an effort to de- 
vise methods of coping with guerilla 
activity, reducing risk and inconveni- 
ence to ordinary people. The people of 
Jaffna, he said, had been, as a matter of 
history, law-abiding and restrained in 
their conduct. 
But part of the problem was that the 
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communica’ AN 
likely to be committed had not bee 
met. "The result of such a failure, un- 
fortunately, is that bystanders get hurt 
in skirmishes. I want to avoid that as 
much as I can and I therefore appeal to 
the people of Jaffna to help us to main- 
tain law and order," he said. 

Colombo has also announced a spe- 
cial "surveillance zone" in the Palk 
Strait and Palk Bay area between Sri 
Lanka and India in the most serious ef- 
fort yet to prevent the illicit movement 
of people between the two countries. 
The national security minister said 
that this action — described as a naval 
blockade by a section of the Indian 
press — involved the stationing of 
naval craft with supporting air cover, 
within Sri Lanka's waters, to ensure no 
unauthorised vessel entered the zone. 
"Anybody entering that area will be 
doing so at their peril," he warned. 

He said the fishing areas were within 
the zone and any fisherman keeping 
within sight of the Sri Lanka coastline 
would be in permitted waters. India 
has said 30,000 Sri Lankans have 
sought refuge since the 1983 riots, 
while Colombo's emigration records 
show only 11,000 had legally left. 
However, whether Sri Lanka’s admit- 
tedly modest naval and air force re- 
sources can effectively police the zone, 
remains an open question. o 
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The cause of the island’s Tamil 


minority has strong emotional 
pull in Indian politics g 
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By Mohan Ram 


rom Point Calimere on the east coast- 
of Tamil Nadu to the northern tip of 
Sri Lanka it is just 30 miles across the - 
Palk Strait. Latent Indian Tamil sym- . 
pathy for the Sri Lanka Tamil cause | 
has provided the various Tamil 
separatist groups with a favourable 
environment for their operations. 
The state government, run by the © 
All-India Anna Dravida Munnetra | 
Kazhagam (ADMK) party, though not 
secessionist in Indian terms, is a party 
of Tamil nationalism and easily toler- 
ates the armed youth from Sri Lanka 
who enter India without travel papers. _ 
But it does not want trouble. “We - 
don't want Madras to become another |. 
Chicago, with people shooting each — 
other on the streets," a top police offi- _ 
cial said after a shooting incident be- 
tween rival faction leaders in 1982. 
In the wake of the violence in Sri 
Lanka in July 1983, there was a large 
influx of Tamil exiles, and soon Mad- 
ras became the headquarters of almost | 
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2 — is ; the Tamil information 
tre, headed by S. Sivanayagam, 
fled Jaffna last year after his 
ish-language weekly Saturday 
eview was banned. The centre clears 
formation from various groups and 
rovides a neutral meeting ground. 
Although the Tamil Nadu police 
onitor all exile activity, there is no 
interference. or. harassment of the 
exiles. Velupillai Prabakaran, com- 





















central committee of the Liberation 
Tigers of Tamil. Eelam, and Uma 
: heswaran of the breakaway People’s 
iberation Organisation of Tamilee- 
m faction, who were involved in the 
oting, were both free on conditional 
ail when the anti-Tamil violence, in 
h more than 400 people died, 
roke out in Sri Lanka in mid-1983. 


rabakaran jumped bail and slipped 
"out to be on the spot to direct his | 
oup's operations. Now he is back in 
adras. The state government has 
nce dropped the charges against both 
en. Although there is no curb on their 
ivities, some of the groups observe 
‘ules of the underground game and 
jeir functioning can be described as 
said one exile who, like many 
is wanted by the 


nka," 
his comrades, 
ice at home. 

The attitude of the state government 
jin be traced directly to the strong 


ri Lankan Tamil situation SO 
ong that it has become a factor in the 
ate’s politics. The once-secessionist 


the main opposition party. The rul- 
g ADMK is the result of the split in 


id-1983 bloodshed in Sri Lanka, 
10ugh it did not revive its own seces- 
onist demand in India, the DMK ac- 
ed the ADMK and Prime Minister 
idira Gandhi's government in New 


cross the channel. 


pass if Tamils [in India] 


vereign state of their own?" asked 








parties, climbed on the bandwagon de- 
landing firm Indian support of the Sri 
Lanka Tamils.. 

In the face of strong emotion, the 
ew Delhi government virtually en- 











of allowing the various groups to func- 






o stay in India without restriction, 
while. encouraging the. round-table 
talks i in Bri Lanka. 


ander-in-chief and chairman of the 


mi-legal. "I never felt so free in Sri | 


motional Indian Tamil response to the - 


ravida Munnetra Kazhagam (DMK) 


ie DMK in 1972. In the wake of the | 


lhi of not doing well by the Tamils | 


"Would things have come to such a | 
had a 


MK leader M. Karunanidhi, a former - 
hief minister and one-time electoral | 
ally of Mrs Gandhi. Thereafter every - 
party in the state, including Mrs. Cun 
dhi's Congress and the two communist | 


dorsed the state government's position 


— in India, allowing Tamil refugees © 


By Mohan. Ram in Ma 


hile India has offic 
Lankan accusations that Tamil 
rebels are being trained in the southern 
Indian state of Tamil Nadu, here can 
be no denying that the operational 
headquarters of the more important 
and active groups are there and that 
there is a large number of Sri Lankan 
Tamil youths present who appear to 
commute freely from one country to 
the other. 
There has been no doubt about E 
i presence of the rebel leadership, i 





lenied Sri 



























































fact, since May 1982, when two. fection 


leaders — Velupillai Prabakaran and 
Uma Maheswaran — were arrested 
| after trading pistol shots in a busy 
Madras street. Both Prabakaran, of the 
Liberation Tigers of Tamil Eelam 
(LTTE) and Maheswaran, who leads 
the breakaway People's Li beration Or- 
ganisation of Tamileelam (Plot), were 


authorities declined a request for their 

extradition, saying that the two must 

first be tried on charges in India — 
-which eventually were dropped. 

. Sri Lankan Prime Minister 

Ranasinghe Premadasa might thunder 

in Colombo, as he did recently: “We 
| have tolerated this nonsense all this 


. time and even India cannot bully Sri 


Lanka." But it makes little difference 


alternative to armed struggle to forge a 
separate Tamil region in northern Sri 
Lanka. They all treat the present exer- 


cise of round-table negotiations in- 


| itiated by Sri Lankan President Junius. 
Jayewardene with contempt, as they | 
do the only recognised Tamil political | 
party on the island, the Tamil United 
Liberation Front (TULF). | 
The TULF won all the parliamentary 
seats in the Tamil areas of Sri Lanka in 
the 1977 general election, but sub- 
sequently walked out of parliament 
rather than agree to swear allegiance 
to a unitary state, in view of the fact 
"that it was. elected on a secessionist 
platform. But the militant LTTE and 
other groups maintain the TULF is 
. now hopelessly compromised by hav- 














wardene talks. 
. LTTE, the best organised, most 
cohesive and the strongest gueri 
ganisation of the Tamil move 
thinks the failure of the negotiati 

far symbolised the ' poe demise" 
ofthe TULF. 













wanted in Sri Lanka. The local Indian 


to the various Tamil groups operating i 
in Madras, who all believe there is no 


«ing agreed to take part in the. Jaye- 
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in camps in northern and eastern Sri 


gle for Tamil secession. Even if a for- 
mula was reached in the talks, it would 
not present the consensus of the Tamils 
and would lack legitimacy, he said. 
Others, too, see the TULF's predica- 
ment. S. Sivanayagam, editor of the 
Saturday Review in Jaffna, capital of 
Sri Lanka Northern Province, before it 
was banned last year, thinks the TULF 


. has violated its 1977 election mandate 


by joining the talks. 

The TULF’s options are limited. The 
militant separatist groups see it, led by 
an older generation, as a group which 


has sold out to the Jayewardene gov- 


ernment. Balasingham rules out any 
place for the TULF in the united front 
of separatist groups his organisation 
contemplates. The second option for 
the TULF is a return to the parliamen- 
.tary path which means forsaking its 
| commitment to secession. Such a 
course would alienate it from the 
people. | 

The third is to continue with the 
negotiations but the constraints are 
obvious. The farthest the Sinhalese in- 
terests, especially the Buddhist clergy, 
will concede is district development 
councils in the Tamil areas of Sri 
Lanka, which is far short of autonomy 
ina federal set-up. | 


utthough the younger groups: make 

much of the TULF's problems, they 
have plenty of their own as far as dis- 
unity goes. Among the groups repre- 
sented in Madras are: 


-> LTTE, the biggest group, which got 


sits present name in 1976 but had been 
‘founded in 1972 as the Tamil New 
Tigers. It is structured as an urban 
guerilla force with a programme for a 
socialist Tamil homeland and is led by 
26-year-old Prabakaran. It claims to 
have developed an infrastructure to 
train new recruits in guerilla warfare 


Lanka and denies it trains them in 
India. 

» Plot, led by Hecer broke 
away from the LTTE in 1979. Among 
+ Plot's exploits are a dramatic prison- 
break at Batticaloa, eastern Sri 
Lanka, and a floating clandestine 
radio station off the Sri Lankan coast, 
which is believed to have been silenced 
by India reacting to Colombo protests.: 
» The Tamil Eelam Liberation Or- 
ganisation whose commander, known 
simply as Kuttimani, was killed in a 
prison riot. It is now led by Sri 
Sabaratnam. 

-> The Tamil Eelam nas led by 
 Thambillai Maheswaran, which. made 


KuGy, near ba 
Le " k ca's eas a. " 
» The Eelam Research A " 
Organisation which was | 
part of the Tigers in 1976 
but claims to have its 
own concept of a nation- 
al liberation struggle. 
» Eelam People's Re- 
volutionary Liberation 
Front, which is active 
among Tamil students 
abroad, 
» The Tamil Eelam Lib- 
eration Army, the smal- 
lest guerilla group. 

None of the groups 
will reveal numbers, 
though all concede that 
the LTTE and Plot are the largest 
groups. A realistic assessment is prob- 
ably that the groups have about 5,000 
recruits altogether, and only about a 
third of them are armed or trained to 
fight. The Sri Lankan army has about 
11,000 trained men under arms, but the 
secessionist groups maintain that if 
they could build up an armed force of 
6,000, they would have a real chance to 
gain their objective. 

All have a fundamental goal — a 
socialist Tamil state through armed 
struggle — but no common perspective 
on achieving it. Observers think the 
smaller groups which do not have lead- 
ers even of the stature of Prabakaran 









or Maheswaran might find it easier to 
get closer, but it would be most dif- 
ficult to bring the two bigger groups 
together. Maheswaran says unity is an 
immediate need, while Prabakaran 
says that as early as September 1982 he 
had offered to form a united front if all 
the other organisations gave up their 
differences and worked out a common 
programme. But such a programme 
has not materialised. 

Balasingham says his group has a 
clear-cut military and political stra- 
tegy, spelled out in its documents, 
while others do not have one. 

Since LTTE is the best organised 
force, the others would do well to ac- 
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ah ip iin cent? 
rad military ——— 
An LTTE document 
says that its strategy aims 
at the organisation and 
politicisation of the Tamil 
masses towards a "popu: 
lar war of national libe e 
tion and socialist revolu- 
tion" integrating natio al 
struggle and class strug- 
gle, interlinking both 1 
nationalism and social- 
ism into a revolutionar y 
project. 
The military objective 
the document says, is not E 
limited confrontation 
with the Sri Lankan armed forces nor 
is its commitment to revolutiona "y. 
resistance an alternative to a mass 
movement. It has been functioning asa. 
revolutionary underground with poli- 
tical and military cells and the guerilla 
units live with the people, it adds. 
The document claims that because o è 
growing popular support, its protract- 
ed guerilla warfare is being trans 
formed into a people's war of national 
liberation. The inaugural issue of its 
official journal in Tamil, Viduthalai 
Puligal, dated 16 March, proclai ms 
that a revolutionary people' sarmy v 
taking shape under the leadership o of 
the LTTE. 
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All the information 

on China you'll ever 
need! 

Now only US$60.00 
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The 939-page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 

- education, politics, science and technology and countless 
other subjects. 

| What is it? 

The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 

- Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. 

Who needs it? 

= Completely indexed, the COAR 1982/83, like the Law 

— Annual, places thousands of facts and bits of information 
at your immediate disposal. And like its companion 

_ publication the COAR is essential to businessmen, 
— students, professors and virtually anyone with 
- a need to know or a keen interest in China of today. 

= Liberal use of charts, maps, tables and colour photos 

= makes the COAR enjoyable as well as informative 
reading. 

How to get it 

J Order your copy(s) now by simply completing the 

- coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China’s legal system. 
Now only US$85.00 


The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 


_ up-to-date volume. 


What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 


ir. Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


| Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. CB0426 
E] A) LJ Please send ........ copy(s) of | B) () Please send ........ copy(s) of B th | 
"i | The China Official Annual The Law Annual Report of — — — | 
p? Report 1982/3 for which I China 1982/3 for which I C) LI Please send ........ set(s) of both 
enclose US$60.00 per copy. enclose US$85.00 per copy. The China Official Annual | 


For surface mail delivery 
_add US$7.00, for airmail | 
delivery add US$17.50. 


For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 


Report and Law Annual Report 
of China 1982/83 for which | | 
enclose US$1 30.00 per set. 
For surface mail delivery | 
add US$14.00, for airmail 

ide o 9/5 | delivery add US$35.00. | 
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Ina highly unusual move, the Taipei. authorities return 
nine people, including fugitives, to Hongkong A 


By Teresa Ma. 


p poradia has returned to Hongkong 
nine men, at least five of whom are 
wanted in connection with serious 
crimes including armed robbery and 
murder. While it is not the first time 
Taiwan has done this, it isthe first time 
it has been done so openly, with consi- 
derable publicity in Hongkong. 

Earlier cases have been handled 
quietly because of the political sen- 
sitivity involving the fact that Taiwan 
has had no diplomatic ties with Hong- 
kong since Britain recognised the com- 
munist government in Peking in 1950. 
A police source said that the return of 
the men was the result of informal but 
direct contact between Hongkong and 
Taiwan authorities. The return was 
described as a special arrangement, 
under which the Taiwan authorities 
put the men on an aircraft directly to 
Hongkong, where they were arrested 
at the airport. 

Hongkong has often provided 
Taiwan authorities with police intelli- 
gence but a police source maintained 
that it is entirely up to Taiwan whether 
or not to expel wanted persons as there 
is no extradition treaty between the 
two. Hongkong police would not reveal 
the number of wanted people there are 
in Taiwan at present, nor would they 
say how many or whether any of the 
nine were found to have entered 
Taiwan illegally. 

Fiveof the men appeared in court on 
13 April and have been charged with 
murder, robbery and taking a vehicle 
without authority, among other things. 
They include Wong Chi-ming, wanted 
in connection with a robbery and mur- 
der in May 1982 when the proprietor of 
a jewellery company was killed by an 
armed gang. Two of the others, Chu 
Chi-chiu and Mak Chi-shing, are 
wanted in connection with a HK$1.6 
billion (US$205 million) robbery out- 
side Macau's Lisboa Casino in October 
1980 and the killing of the chief cashier 
of the Banco Nam Tung. Both Chu and 
Mak were tried and found guilty in 
their absence and have been sentenced 
to 25 and 24 years imprisonment re- 
spectively. 


» Andrew Tanzer writes: The timing and 
motives of the deportations have con- 
fused analysts — if there is indeed any 
political purpose. Some see the move 
as an attempt by Taiwan to de- 
monstrate support for the British ter- 
ritory and its people during the period 
of uncertainty due to the talks with Pe- 
king on the reversion of sovereignty. 
But Taiwan's government-guided 
press, never slow to praise assistance 





to Overseas Chinese in any form, has 
given scant coverage to the news. Pre- 
sumably, there was behind-the-scenes 
contact between the Taiwan and 
Hongkong police forces, but in light of 
the delicate state of relations between 
Britain and China, this hardly seems 
the time for Hongkong to deal with 
Taipei at an official level. The territ- 
ory's government has always kept at 
arm's length from the Kuomintang re- 
gime. In the light of this, one of the 
most ia pa elements was the 
amount of publicity the men's return 
was given in Hongkong. 

Speculation that Hongkong is likely 
to reciprocate by repatriating people 
wanted in Taiwan appears unlikely — 
if for no better reason than that very 
few fugitives from Taiwan consider 
Hongkong a safe haven. 

Since Taiwan deals severely with its 
own criminals, it comes as some sur- 





prise that it has harboured so many 
fugitives from Hongkong and South- 
east Asia. Although some of these have 
entered Taiwan illegally, Taiwan's 
security is so tight — especially to- 
wards Overseas Chinese — that it is 
implausible that security forces would 
be unaware of the wanted person's 
background. 

The official line is that since the 
fugitives have not committed offences 
in Taiwan, and since the island has no 
extradition treaties or diplomatic rela- 
tions with the countries concerned, 
there is no reason to deport them. 
Taipei is said to have welcomed some 
gangsters and corrupt policemen from 
Hongkong in the past because they 
have cooperated with the Taiwan au- 
thorities before or after their arrival. 

Some underworld figures are be- 
lieved to carry out intelligence ac- 
tivities for Taiwan in Hongkong — 
which in the past has expelled Taiwan 
agents if they are discovered — and 
some well-heeled gangsters on the run 
have agreed to invest money in Taiwan 
hotels and other enterprises as the 
price for staying. 
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| B 
ring the —— war r years ; that. it was 
bbed the “rush hour of the gods." At 
he end of the war, an electrical- 
ppliances dealer founded asect called 
shin Kyo (Religion of the Electri- 
y God), dedicated to the worship of 
nerican scientist Thomas Edison. At 
at time, the tax laws allowed a busi- 
ss proprietor to declare his enter- 
së a church and its customers de- 
tees, permitting. certain .tax.conces- 
n So attractive was this provision 





















ns, and. even brothels became re- 
t 'ed churches, ^ € 

e sudden upsurge ot religious à ac- 
y was a Ieaction to the acute 









wn thr Fougli: detent and occupa- 
The war-years had left Japan ina 












: obin Osborne 
'hen Australian Journalist Chris 
Ashton first visited Brunei in early 
82 he found it an “exotie, fairytale 
ce” and felt that a. film about it 
uld have a wide appeal. Two years 
d six trips later, his new documen- 
y A Place Called Brunei had its pres 
pret in nee 
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— a means — de ihe local 
Im industry which has suffered 
greatly, over the years, from the 
stranglehold on the Australian market 
' y American ——— — also 
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tional film. 
The focus of the film — -as in Bran S 


n ; Certa: ; 








locatión becánie elearer and self-con- 
fidence grew, the number of sects 
started to dwindle. Some remained 
and grew into forms familiar today. 


Major sects, as they became suffi- 
ciently large and stable, established 


holy places, usually by means of “con- 
secrated labour” — a disciple volun- 


teer force freely giving its labour, and 


happy to do so. Such buildings see 
to express what the faithful themselves 
could not; en dowing their everyday 





of these symbolic complexes was a 


large part of thenew religions' cultural 


programme: 8 million Soka Gakkai 
cult members raised ¥35.5 billion 
(US$157.78 million ) in three days to 


ere are Giurbis ninay DK 


Considering the high standard of the 
^the final budget | of 
A$150,000 (US$139,000) is remark- 





ably low. Nevertheless, A Place Called 


Brunei is by i no means a ios | 


























vourite pursuits of soldiering, polo- 
playing and collecting fine cars. The 


sultan has broad international tastes | 


when it comes to cars. But whatever 


their origins — Italy, West. Germany, | i 
Lor Britain. — they have one thing in | 


is c are all | fast, C 


“World War TH new erani 
founded by Miki Nakayama 4 









| preca de pis of Fla — Lor Patalon, n T 
> the shots of the fabulous 


own in Sydn the sultan: ; APR no 
half-measures when it comes to his fa- - 









— was said io be — | 







"The eet ai s doctrine can. be s summed 


| up as: "Man's goal is joyous living." 


Believers express their gratitude to 


| God for their bodies by sweeping the 


streets, stations and other public 
places. The sect's headquarters are in 


| Tenri City, not far from Nara: prior to 
| the church’s arrival there were a mere 


30 families residing there; today the 
predominantly Tenri Kyo population 
is around the 55,000 mark. . 

The phenomenal popularity enjoyed 


by thenew religions such as Tenri Kyo, 
. Perfect Liberty, Seicho ne le (House of 


Growth), Konko-kyo, Rissho Kosei 
Kai (Society to Establish Right- 


` eousness and Fellowship) — the fastest 
lives with a new perspective. Building | 


growing sect of the 1950s — and Soka 
Gakkai (Value Creation Society), is 


. their fusion of the material and 
| spiritual quests. | 


The most dramatic example is the 
Soka Gakkai, founded in 1937 by 





agines this to be a constant source of 
frustration. — in a Ferrari he could 


drive the length of Brunei in less than 


an hour. 

According to: the film, the Brunei 
armed forces also have. accumulated 
some of the finest equipment money 


| can buy: Britain has been the main be- 


neficiary of this arms purchasing and 
continues its role in training Brunei’s 
troops. But Britain's South Atlantic 
and polo rival — Argentina — is the 
chief supplier of polo ponies. An enter- 


.taining scene in the 47-minute film 


shows a charter aircraft disgorging the 


| latest string of equine imports accom- 


panied by their handler, a stockman 
from the Australian outback. | | 


A nother sequence features a polo 
match. between the sultan's tear. 





and a team representing Pahang, 
"Malaysia, captained by the Sultan of 


Pahang's son. This regular contest is 
said to be a matter of great pride be- 


tween the traditionally rival sultan- 


ates with each team signing on two 
foreign professionals. Ashton, whose 
family is well-known in Australian 
polo circles, informs us that these spe- 
cially: imported payers are known as 
“hired assassins.’ 

However, the film has one e big draw- 


back: there is much footage of the sul- 


tan and various aspects of his daily life | 
| youthful and han | : 










Tsunesaburo, who later died in jail. 
Josei Toda was the next leader who, 
through the method of shakubuku, or 
forced conversions, developed a large 
and strictly organised membership. 
During a two-year term of imprison- 
ment, Toda is said to have recited the 
daimoku (a magical incantation — 
namu myoho renge kyo — the repeti- 
tion of which signifies the Soka Gak- 
kai member's act of faith) 2 million 
times. Toda described his religion as a 
"happiness-manufacturing machine.” 


nder the present leader, Daisaku 

Ikeda, the number of members has 
grown to 10 million; and through the 
related Komeito (Clean Government) 
Party, has acquired a political arm. 
Ikeda — vigorous and photogenic — 
has played a vital role in making Soka 


equally at ease in 
battledress or regal 
finery — but there is 
no direct word from 
him. Clearly he 
agreed to the film 
being made and 
even allowed access 
to some interesting 
court functions; but 
the absence of any 
interview with him 
detracts from what 
otherwise is a com- 
prehensive profile 
of Brunei in its hour ; 
of independence. 
However, Brunei 
has its say through 
several young pro- 
fessionals who have 
returned after their government-spon- 
sored studies abroad to contribute to 
their nation's development. Their feel- 
ings about the future are highly op- 
timistic — not surprising given the 
fact that the 200,000 people of this 


oil-rich country have an average 
per capita income of more than 
US$20,000. 


If there is a gloomy note to the film it 
is contained in the observation, made 
several times, that everything seems 
rosy for Bruneians — at least until the 
oil runs out. Perhaps one could not ex- 
pect Ashton to dwell on the democratic 
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— — — b 
Bandar Seri Begawan's ordinary people; the sultan: 
a conspicuous silence. 


" 


Tenri City; Taiseikiji: fusion of material and spiritual quests. 


Gakkai a monumental reality in Japan. 
Its success could be related to the fact 
that though it is new, crisis-oriented 
and universalistic it also pays lip-ser- 
vice to its archaic roots. 

Soka Gakkai's headquarters are at 
Taiseikiji, the head temple of the 
Nichiren sect founded in 1290. Visitors 
— there are 10,000 pilgrims a day 
are greeted by track-suited officials of 
what could be a model army that has 
learnt that faith means power. 

And, though Taiseikiji has all the 
technological trappings of the modern 
age, behind them lies a very primitive 
quest: some 50 men were chanting the 
daimoku over and over again, the 
leader with a microphone setting the 
pace. This endless droning leads the 
chanters further and further from their 
daily existence. ' 














sentiments expressed by 
many Bruneians in 1962, 
nor on the role of the Brit- 
ish troops at that time: 
the film was intended to 
be a positive view of what 
is, after all, a peaceful and 
prosperous country. However, 
more interviews with "average" people 
would have presented a more rounded 
picture. 

For example some of the tribal (non- 
Islamic) people from the interior may 
have some interesting perspectives. 
And so might the residents of Kam- 


some 













After a period of 
almost 10 years (from 
conception to con- 
struction) Sho Hondo 
— the most impor- 
tant building — was 
officially opened on 
15 October 1972. 
Here the Dai-Gohon- 
zon a scroll in- 
scribed by the monk 
Nichiren in 1279, 
"for the salvation of 
all mankind" — is enshrined. 

Another main area is the Temple of 
Mystic Purification, the walls of which 
are faced with Portuguese marble 
known as Rose of Dawn. Beyond is the 
epicentre of Sho Hondo — the fully air- 
conditioned Mystic Sanctuary — into 
which non-members may not enter. 
The columns are reminiscent of the 
Parthenon in Athens, though far sur- 
passing them in size. 

Sho Hondo's vastness assaults the 
senses; almost unreal, it looks like a re- 
hgious Expo. The believer sees it in 
majestic terms: "On first seeing Sho 
Hondo it radiated such a defiance, it 
was a solid statement of truth. It made 
me think of an ebony-limbed crane 
about to take flight." The sanctuaries” 
architecture captures the futuristic 
mood, compelling the believer to act. JJ 








pung Ayer, the community on stilts in 
the capital's harbour, who are being 
encouraged by the government to leave 
their traditional settlements for 
reasons of hygiene. They were seen but 
not heard. So was the Chinese commu- 
nity except for the head of its chamber 
of commerce who said, predictably, 
that Brunei's business future looks 
bright. But what of the rest of the 
Chinese, most of whom do not have 
citizenship? 

Brunei is after all not 
all oil wells, Islamic ar- 
chitecture and Malay col- 
lege graduates on their 
way up. It is also a place 
where Chinese cafes have 
been known to serve pro- 
hibited beer — with a 
wide range of interna- 
tional brands stored dis- 
creetly in a refrigerator 
out back from inno- 
cent-looking teapots. 

That said, A Place Call- 
ed Brunei — Ashton 
made one previous film, 
Balus, a history of aviation in Papua 
New Guinea — is a commendable pro- 
duction and the sultan should take 
some credit for allowing it to be made, 
Had he chosen to utter a few words in 
front of the cameras, however, he 
might have contributed significantly 
more. oO 
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OVERVIEW 


The twilight 
of the hogs 


By Anthony Rowley in Hongkong 
H the world's leading commercial banks been 








hogging too big a proportion of international 
financing, especially development financing, for 
themselves? The answer is yes, though the banks might not 
see it that way. Perhaps a better way of looking at it is that 
other financial institutions, such as pension funds, insur- 
ance companies and mutual funds — which collectively 
handle far larger sums than banks — have simply not been 
taking their fair share of the burden of international 
financing. So banks have had to be lenders of first and last 
resort. It is time that other institutions assumed at least 
part of the bankers' mantle. 

It is not simply a question of finding alternative or 
supplementary lending sources to commercial banks — 
though that is how most commentators seem to see the sol- 
ution to the Third-World debt crisis. Nor is it just a ques- 
tion of interest rates and the relative strength of the US dol- 
lar, real though these problems are. What is required now is 
nothing short of a revolution in thinking on methods of 
financing development. Debt has played too big a role rela- 
tive to equity in post-war years. In other words, to the li- 
mited extent that the savings of the developed countries 
have found their way into financing the development of the 
Third World, they have done so in the form of supposedly 
safe (and guaranteed-repayable) loans rather than in long- 
term equity investment. 

The debt crisis has exposed the folly of this schema. Sav- 
ings put with leading international banks in the form of de- 
posits have proved to be highly vulnerable to debt re- 
scheduling or possible repudiation by leading debtor coun- 
tries and scarcely protected by the banks' meagre capital 
bases relative to their total assets. At the same time, the 
great weight of savings invested in supposedly safe domes- 
tic situations (through equity investments by various in- 
stitutions) have produced diminishing real returns relative 
to inflation, unemployment and overall wealth. Admittedly 
the advent of high real interest rates in the United States and 
in Europe, coupled with monetarist-induced recession and 
wage restraints, have redressed the balance in favour of 
higher returns to capital rather than labour. But this does 
not affect the basic point about the futility of continuing to 
regard the First and Third Worlds — the Second World or 
Socialist bloc is a special case — as separate and virtually 
watertight entities in the split between debt and equity 
financing. 





look at the overall flow of funds into developing coun- 

tries — roughly speaking, the flow from North to 
South. Figures issued by the Organisation for Economic 
Cooperation and Development show that from 1979-81 
commercial banks provided by far the biggest proportion 
of net long-term (non-official) financial flows to develop- 
ing countries — some US$64 billion (the debt component) 
against some US$38 billion in direct investment (the equity 
component). This includes what is rather simplistically 
termed the recycling of Opec oil-surplus funds to de- 
veloping countries via the banks. These essentially short- 
term funds were translated into longer-term loans by the 
banks — at the cost of maturity mismatching for them- 


I n order to get all this in perspective, it is essential to 
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The Bangkok Peninsula is managed by 
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pleasure travellers in the Orient, 
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e 
short- 
cut to 
trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
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The Asia-Pacific region is an area 
whose time has come. And international 
business looking for growth here can 
look to the bank that's been growing 
here all along. 


HongkongBank has more than a 
century of banking experience in the 
region, years devoted to the exploration 
and development of Asian trade and 
commerce. 


And with more than 1,000 offices 


in over 50 countries, we can implement 
that expertise on an international level. 
What's more, our satellite 
communications system connecting all 
our branches adds critical speed to our 
global reach. 


So if you are coming to the up-and- 
coming Asia-Pacific region, talk to 
HongkongBank. In many ways, we 
already are where business is going. 


Talk to us today. Anywhere. 
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attached it 


ODA has shown an even more marked tendency to dry up 
than other funding sources over the past two years. 

Direct investment is of course just that — investments 
made directly in developing-country manufacturing or ser- 
vice industries by foreign multinational corporations 
(MNCs) as distinct from investments made indirectly or at 
one remove by portfolio investors in stocks and bonds. 
These direct investments were increasing rapidly through- 
out most of the 1970s — to the point where some commen- 
tators suggested the MNCs were about to conquer the 
world — but they have since diminished markedly. A recent 
United Nations report showed that in 1979-80 inflows of 
direct investment into the developing regions as a whole 
fell from US$8.8 billion to US$7.6 billion and there is every 
reason to suppose that they have fallen further since be- 
cause, as the UN itself points out, a number of factors in- 
cluding political opposition to MNCs and the emergence of 
an increasingly large state- and private-owned industry 
sector in the developing world has pre-empted much of the 
foreign MNCS' thrust. 

This would be all to the good from the point of view of 
reducing developing countries' chronic dependence upon 
debt if it implied that developing countries were mobilising 
domestic savings to finance their industrial development — 
either through domestic debt or equity funding. The evi- 
dence, however, suggests. otherwise. The picture which 
often emerges is of national (private or state-owned) enter- 
prises in places as far apart as Taiwan and Brazil seeking 
recourse to foreign funds in the form of commercial bank 
debt, often guaranteed by the government of the country 
concerned — something which in theory (though not al- 
ways in practice) makes it safe sovereign debt. 

Developing and less-developed country-entities do of 
course enjoy some degree of direct access to the interna- 
tional bond markets, even if nowhere near so ready an ac- 
cess as First World enterprises. Whether it be Keppel Ship- 
yard in Singapore, for. example, or Electrobras in Brazil, 
they can turn to the Eurodollar or Asiadollar markets for 
funding in their own names. But here we are back to the 
basic fact that this is yet another example of debt (rather 
than equity) funding, on commercial terms. In any case, 
bond lending constitutes a relatively small part of total fi- 
nancial flows to developing countries — US$6.7 billion out 
of total flows of US$285 billion in 1979-81, for example. 

The one simple and irrefutable fact, meanwhile, is that 
there is a debt crisis in the © 
developing world — and this 
applies to countries such as 
the Philippines and poten- 


tially South Korea as well as- ON OTHER PAGES banks' international lending, 
the super-debtors in Latin and to a large extent bond- 
America. It is not going to go Rescheduling — — —— 69 | Malaysia 107 market rates, are based 
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Few people dispute the 
seriousness of the interna- 
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But they differ greatly on how to déal with it. — l 

Remedies suggested range from simply urging comm 
cial banks to resume their pre-1981 levels of lending (w 
is hardly going to get the developing countries off the b 
rowing hook and is certainly not going to bolster the ban 
balance-sheets) to rather more radical suggestions t 
some organisation such as the International Monetai 
Fund should buy the commercial banks' loans to d 
veloping countries and refinance them on longer maturiti 
and easier terms for the debtor countries. That, of co 
would be nice for the developing countries though it begs 
the question of how the IMF would finance such an ope 
tion without either a large increase in international liquic 
ity or without recourse to borrowing itself in commerc 
markets. The IMF in any case is not structured to become 
long-term development finance institution. 

Its sister organisation the World Bank is so structured 
course, and the length and terms of lending to develop 
countries by its concessional loan affiliate the Inter 
tional Development Association (IDA) are such as to 
them quasi-equity investments. But the World Bank 
more likely to see a politically inspired contraction in 
overall lending during the next few yearsrather than an e 
pansion. Co-financing between the World Bank and c 
mercial banks will help but the overall effect of this is 
raise the average cost of funds to developing countries. 




















































































significant increase in lending to the developing wor 

at least until the mid- 1980s, is it equally realistic to: 
pect developing countries to become more self-suffici: 
financially and to mobilise domestic savings more 
ciently in the cause of development? There are some fav 
able portents in this respect: liberalisation of capital 
kets and domestic interest-rate structures (usually insp 
by bodies such as the World Bank) in various countries - 
South Korea and Indonesia are two Asian examples — ca 
be expected to discourage capital outflows in time a 
thereby aid domestic resource mobilisation. 
But there is probably a long way to go yet before hou 
hold. income and savings rates in many developing co 
tries.reach a level at which they are sufficient to finan 
domestic development. | d 
What other solutions are there? Are there any alternat: 
sources of capital as yet untapped which could be call 
into service for the benefit of developing countries? Is the 
any benefit in so doing? The answer to the latter questi 
7 must undoubtedly be s 
Thé prohibitive cost of Eu 
market financing (which 
in essence what commerci: 


I: it is only realistic in the light of all this to rule outa 
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wealth and savings and thus its ability to finance its own 
future development. It could also be expected to stimulate 
demand for Western exports and help alleviate unemploy- 
ment and protectionism in the West. 

But first something has to be done to break the logjam. It 
is here that the need for some radical thinking needs to be 
done by the international financial establishment. Con- 
sider a few figures: the US$600 billion or so of commercial- 
bank debt outstanding among developing-country borrow- 
ers is big enough to be a major burden for the debtor na- 
tions involved but it is small relative to the US$3 trillion 
market capitalisation of the world's dozen leading 
stockmarkets (of which Wall Street alone represents al- 
most two-thirds). According to interest-rate guru Henry 
Kaufman of Salomon Brothers Inc., the size of equity mar- 
kets in the US is likely to reach US$7-8 trillion by the end of 
this century and outside the US is likely to reach US$4 tril- 
lion by then — so global stockmarket capitalisation by the 
year 2000 could presumably be US$11-12 trillion, all tied 
up in a round-the-globe and round-the-clock nexus of in- 
ternational equity and fixed-interest stock dealing. 

The crucial question is to what extent all this will benefit 
development outside the leading industrialised countries 
and a few less developed countries (LDCs) (Singapore and 
Hongkong, for instance) where fund managers feel safe in 
investing. Naturally the stockmarkets in these countries 
play an indispensable part in financing domestic business. 
For instance, the gross volume of new share offerings in the 
US alone during 1983 is likely to have come 
out at around US$50 billion. 

But that, according to some estimates, is 
only around a quarter of the sum which Wall 
Street institutions poured out by way of net 
new investments in that year. A further part 
of this will have gone into government bonds 
(thus helping to finance the massive budget 
deficit) and yet a further part into domestic 
corporate bonds, helping to finance domes- 
tic industry. But a very large part too will 
have simply been employed in bidding up the 
prices of existing shares on Wall Street as an 
ever-increasing horde of investment institu- 
tions pursues a limited number of equity in- 
vestment options. 

This will undoubtedly hold true too of 
other major stockmarkets. In other words, 
vast sums of savings channelled directly 
from the private investor or through institu- 
tions such as pension funds, insurance companies and 
mutual funds (unit trusts) will be chasing around in what 
may be a winner-takes-all game for individual investors 
but is a zero-sum game for the economy as a whole. And 
where their investments do go direct to business (via new 
and rights issues) it will often be into mature industries 
where returns are relatively low and where international 
competitiveness is not sufficient to guarantee success 
against newly industrialising countries. 

The saver in the developed countries is thus seeing at 
least part of his money financing inflation in the value of 
existing assets (thereby jeopardising his real return in the 
long run) and at the same time not guaranteeing him a job 
in a viable industry. That part of his money which he 
chooses to entrust to banks will meanwhile find its way to 
some extent into developing country loans upon which a 
guaranteed return on capital, let alone interest, becomes an 
increasingly problematic concept. 

Arguments such as this at least establish an intellectual 
basis for the argument that part of the individual and in- 
stitutional fund flows which at present find their way into 
the equity of Western business (or equally into stockmar- 
kets, bypassing business) would be better employed in 
financing a part at least of Third World development, from 
where higher real returns could ultimately be expected — 





Kaufman: a US$7-8 billion market. 






ET * insani Hen n the forn ! 
demand and: therefore jobs. What it does not establish is the 


modalities of such a transition. 

Perhaps the most imaginative idea put forward so far has 
come from the World Bank's own equity-financing arm, the 
International Finance Corp. (IFC). In a recent discus- 
sion paper, the IFC proposed a rather radical new plan 
whereby commercial banks might exchange some of their 
loans to developing countries for — US dollar-denomi- 
nated shares in specially created new units trusts. The trust 
managers (investment or merchant banks) would in effect 
swap the loans they had bought from the banks for equity 
stakes in the borrowing entities. Since in many cases these 
entities are private companies or state enterprises in the 
debtor country, this should not be too difficult. Once that 
had been achieved, lending banks would try to sell part of 
their shares in the trusts to non-bank institutions, such as 
pension funds and insurance companies. For the banks, 
this would provide a more attractive route than selling 
loans to other banks at a deep discount. The future of this 
— depend crucially upon the reaction of commercial 

anks. 


for equity investment in developing countries before 

it is fair to expect Western fund managers even to 
consider moving a part of the vast sums they control — net 
new investments on Wall Street alone currently amount to 
something approaching US$200 billion a year — into the 
Third World. It could be argued that such vehicles exist al- 
ready in the shape of the thousands of local companies al- 
ready listed onthestock exchanges of various 
LDCSs which are open to foreign investment 
— Singapore, Malaysia, Thailand and the 
Philippines being obvious examples in 
Southeast Asia. This is true, though with the 
exception of Singapore and possibly Ma- 
laysia, the volume of foreign equity in- 
vestment flowing into these countries is 
small compared to debt inflows. It could 
hardly be otherwise given that, according to 
Greenwich Research Associates of the US, 
the cumulative total of US pension-fund in- 
vestments outside the US stood at only 
around US$9 billion at the end of 1983. Other 
estimates put the total somewhat higher — at 
around US$11 billion — and the consensus 
belief isthat it will doubleby 1986. But this is 
tiny compared with commercial-bank debt 
and direct-investment flows to developing 
countries are peanuts compared with Wall 
Street's total net new annual investments. 

Many developing countries do not have a stockmarket 
mechanism in place at all through which to channel invest- 
ment inflows, even supposing Western fund managers were 
prepared to commit them. Others, such as India, Pakistan, 
Bangladesh and Sri Lanka, do have stockmarkets though 
they are hedged around with exchange control, tax and 
other restrictions which make outside investment difficult. 
Indonesia has a re-launched, post-colonial stockmarket in 
Jakarta but foreigners are positively banned from owning 
equity of Indonesian companies. 

Others in Asia do have stockmarkets and are beginning 
to open them slowly to outside investment. South Korea 
and Taiwan are the two obvious examples — both near 
neighbours of Japan and both following the Japanese 
model to a large extent as far as stockmarket development 
is concerned. Taiwan has launched the International In- 
vestment Trust Co., otherwise known as the Taiwan (ROC) 
Fund, and South Korea is likewise in the process of launch- 
ing offshore investment trusts. But in both the Taiwan and 
South Korean cases, the sums involved are small relative 
both to the countries' stockmarkets and to their overall 
capital needs. Both countries too are highly nervous about 
the disruptive effects which inflows and outflows of 
speculative Western funds could have on their (already vol- 
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raising funds for China 


ments and in the meantime the need for external financing 
will presumably continue to be met by debt. This applies 
even more so in the Asean countries and on the Subconti- 
nent, as well no doubt as in Latin America and possibly 
even parts of Africa. At the same time commercial banks 

‘ will almost certainly become increasingly reluctant to lend 

' beyond the so-called involuntary lending they are com- 
pelled to do in order to keep their biggest debtors solvent. 
50 who is going to meet the resulting financing gap? 

Some solutions are perhaps already beginning to present 
themselves. The traditional division between commercial 
and investment (merchant) banks and securities dealers 
and stockbrokers are breaking down fairly rapidly, not 
least in that bastion of financial tradition the City of Lon- 
don. Numerous mergers are being proposed or have already 
been consummated among these various types of institu- 
tion — trans-Atlantic as well as intra-London. More im- 
portantly, perhaps, from Asia's point of view, trans-Pacific 
tie-ups among a number of leading US investment banks 
and Japan's leading securities houses are being pro- 
posed. The implications of these developments are many 
and various but in essence they help to pool international 
financial assets more effectively and to break down the 
strict distinctions between debt and equity financing. 


ohn Bond, acting chief executive at Wardley, the mer- 
chant banking arm of the Hongkong and Shanghai 
Banking Corp., sees such cross-disciplinary financing 
as the way of the future. According to Bond, institutions 
will in future be in a position to take large lines of stock on 
their own account and then sell it down later. "Instead of 
forming an underwriting syndicate, you take the whole 
thing yourself and then place it out." If this is true, com- 
mercial banks are likely in future to become more brokers 
than principals, arranging financing between borrower 
and lender but declining to take the risk on their own 
books. The funds will be provided increasingly by non- 
bank financial institutions, including the new. financial 
conglomerates — true financial supermarkets — currently 
being spawned. | 
Whether even these broader-based institutions will be 
prepared to provide funds in sufficient quantities to de- 
veloping and newly industrialising countries — debt let 
alone equity — remains to be seen. In Asia the way ofthe fu- 
ture may be for merchant banks to tap the resources of 
high-net-worth individual clients plus local and interna- 
tional financial institutions to provide a bigger pool of 
long-term project financing. But even this may be a drop in 
the ocean unless those US and European non-bank finan- 
cial institutions with real financial muscle are prepared to 
adapt their psychology in favour of more Third World in- 
vestment. | 
The essential prerequisite is that the managers of such 
institutions be brought into a great debate on the interna- 
tional debt problem. At present it tends to be too strictly 
confined to bankers (multilateral and development banks 
as well as commercial banks) and bureaucrats. The wider 
financial establishment has much to offer by way of techni- 
cal expertise as well as funds to assist development, if only 
it is brought into participation. Someone has to take the in- 
itiative and that someone could be the World Bank or the 
IMF in the absence of any international government initia- 
tive. m og | 









It will probably be a decade yet before even the more ‘al 
advanced stockmarkets in East Asia (other than Japan's). | 
begin attracting meaningful volumes of foreign invest- l 
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some 70 years ago, when the ratio was 8.6. 
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By Robert Valentine in Hongkong 


| "ow that the season for reporting bank profits is upon 
N= once again, attention has inevitably turned 1 
rescheduling problems faced by the less developer 
countries (LDCs). For it is clear from these bank profit fig 
ures — and in particular, the many substantial reported 
creases in general provisions and non-performing lo 
made by leading banks — that these institutions rem 
worried about the quality of their assets and, in many cases 
are much more worried now than they were in 1982.  - 
Whether this pessimism is justified remains to be see 
With economic growth picking up worldwide and the do 
lar at long last showing some signs of declining, LDC de 
problems may indeed diminish in the months ahead: at 
they will diminish a great deal faster if interest rates sho 
any sign of declining from present astronomically high re 
levels. At the same time, there has been considerable 
gress in handling these debts since the Mexican shoc 
August 1982. During 1983, 24 World Bank member-cout 
tries formally rescheduled external debt of close to US$’ 
billion and the total could easily reach US$100 billo: d 
negotiations under way are taken into account. Last bi 
not least, a number of major countries involved — notab 
Mexico, Brazil, Argentina and Chile — are showing a muc 
healthier balance-of-trade situation and a more dise : 
lined approach to their own internal economic problems. 
Nevertheless, there are no grounds for complacency. Ac 
cording to recent World Bank figures, LDC medium- an 
long-term external debt reached US$575 billion by the en 
of 1983, with a level of debt service at the same time. 
approximately US$96 billion of which US$46 billion re 
lated to interest payments and the remainder to capital 
payments. At the same time, total external liabilities of 
developing countries reached a staggering US$810 billior 
As at the end of 1982, 13 countries — of which three are 
the region (India, Indonesia and South Korea) — accoun 
for 70% of the debt-servicing figure and the magnitude 
the interest problem is shown by the fact that capital-ma 
ket lending (at free-market non-concessionary rates) 
LDCs has increased more than 10-fold to US$265 billion 
over the past decade with con cessionary lending from mul 
tilateral organisations increasing US$10 billion to ont 
US$76 billion in the same period. ME. 
Paradoxically, there would appear to be no grounds for 
concluding that LDCs are overborrowed per se, if historical 
comparisons are taken into account. In most countries, thi 
ratio of total external debt to exports is currently less than. 
four times while, in the past, these ratios have been consid: 
erably higher from time to time. For ex ample, the situatior 
in Latin America some 70 years a go, with overall debt of 5.2 
times exports, was much worse than it is todav. In the Fa 
East, South Korea's debt, the largest burden at som 
US$40 billion of all Far East countries, amoünts to or 
1.4. times exports; and even Argentina, with debt at 3.1 
times exports seems an excellent credit risk against Canada 









. Clearly the real culprit has been the extremely high leve 
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Robert Valentine is Senior Vice-President and General Manager, Republic . 
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Aires' Avenida de 9 Julio, the world's 

of real interest rates which has pushed the cost of debt ser- 
vicing to astronomical levels. Indeed, by most estimates, 
the percentage growth in the burden of debt service over 
the past decade has been approximately double the per- 
centage growth in the total external debt of developing 
countries. Another culprit, of course, has been the ex- 
tremely high dollar. This, in turn, has caused a substantial 
decline in dollar prices of many goods and commodities ex- 
ported by LDCs; and high interest rates compounded the 
problem by increasing debt-service requirements. For 
example, it has been estimated that a 1?5 drop in interest 
rates would reduce debt-servicing charges by up to US$4 
billion; and, more indirectly, a 10% drop in the weighted 
average value of the dollar would achieve the same result. 
Thus, for example, if the dollar returned to what is nor- 
mally regarded as its parity on fundamental grounds — it is 
currently overvalued by some 30% on that basis — and if 
interest rates dropped by some 2*5, the burden of debt ser- 
vicing would fall by approximately US$20 billion, or a very 
significant 20% of total current payments. 

In addition, two further favourable facts can be noted. 
First, the world economy is now almost certainly in a 
period of sustained growth and both gross national product 
and balance-of-payments estimates for 1984 are more 
favourable for most countries than the outcome for 1984. 
Overall, LDCs should see an expansion of more than 3.5% 
in real growth in 1983 compared with less than 1% in 1983. 
In the Far East, for example, both indicators show an im- 
provement in 1984 over 1983 — including the 
Philippines — and in some cases, such as In- 
donesia, the balance-of-payments improve- 
ment this year should be substantial. 

Secondly, LDCs are beginning to de- 
monstrate a higher fiscal responsibility by im- 
plementing programmes that decrease the de- 
mand for imports and encourage exports. 
Perhaps more importantly, these programmes 
also seek to reduce domestic fiscal deficits by 
encouraging public-sector saving and dis- 
couraging public-sector expenditure and in- 
vestment. Cooperation between lenders, bor- 
rowers, governments and such institutions as 
the International Monetary Fund, is beginning 
to show concrete results and may indeed have 
kept the system intact during the past trauma- 
tic 18 months. Of course, problems remain, such 
as the recent squabbling over Argentina's re- 
fusal to pay outstanding interest and Mexico's 
demands for substantial new loans; but, as the 
World Bank comments, there is an increasing 
realisation that relations between sovereign 
borrowers and their creditors is like that of 
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Business quarter riots in Manila: the Philippines is the only blot on Asia. 





partners in a three-legged race; they can run, 
limp or fall together, but they cannot part com- 
pany. 

: Given these many complex variables, the out- 
look is, at best, unclear, though some grounds 
for optimism clearly exist. First, it now appears 
that thelong-awaited decline in the US dollar is 
about to materialise. At long last, investors are 
becoming sceptical about the twin deficits — 
budget and trade — that have hitherto sus- 
tained high interest rates and thus the dollar. 
With the trade-deficit estimate at some US$100 
billion in 1984, the United States must attract a 
considerable capital inflow to sustain the dollar 
on basic foreign-exchange terms alone; and this 
inflow is now diminishing, thanks to consider- 
able scepticism regarding the validity of cur- 
rent US domestic-economic policy, with parti- 

: cular reference to the gigantic level of the pro- 
jected budget deficit and the relative lack of 

"| anyimmediate action by the US administration 
-F | and congress to reduce these figures. (The re- 
cently announced plan by the Senate Finance 
Committee to reduce the US deficit by US$73.8 
billion by the end of fiscal year 1987 will beslow in starting, 
with an impact of only US$11 billion in fiscal 1985.) Far 
from simply seeking the lure of high interest rates caused 
by such mismanagement, investors are now beginning to 
wonder just how long the party will last. 


he January trade deficit of US$9.5 billion — the 
T highest monthly figure ever recorded — administer- 

ed a severe jolt, as did the sudden realisation that half 
US federal borrowing requirements are currently being fi- 
nanced from abroad. For the first time in the 20th century, 
the US may become a debtor nation, with foreign holdings 
in the US exceeding US holdings abroad. As Paul Volcker, 
chairman of the Federal Reserve Board, commented in his 
testimony to the US Congress on 6 February, it is ominous 
that the net-investment position of the US, built up gradu- 
ally over 65 post-war years, will be reversed in only three 
years. Given this trend, there must be a strong possibility 
that investors will begin to withdraw from the US, thus 
weakening the dollar and pushing up domestic interest 
rates. 

The outlook for interest rates — our second critical vari- 
able for the LDCs — is not so encouraging. Given the huge 
US budget deficit, plus inflationary expectations gener- 
ated by reviving economic growth in an election year, it 
seems most unlikely that interest rates can decline to any 
great extent in the months ahead. Recent forecasts pre- 
pared by leading analysts in the US predict that inflation 
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kk t rates to a non-market situation." 
$e eventually persuaded to bring lending down to a 
cospot- -funds basis, rather than IRE. bi hr 200- en 





countries. 
ih summary, if the dollar deine and interest rates are 
se Jat more reasonable levels by the banks (or by the market 
ce) the outlook should be cautiously optimistic given the 
c prent climate of sustainablé economic growth. That is to 
iy, given a vigorous world economy and a declining dollar, 
We impact on LDCs must be clearly beneficial overall and, 
with any luck, should. see — through their current prob- 
dems. 
|. Turning to Asia, the: region appears to have emerged rela- 
j tively unscathed in 1983, with developing countries in Asia 
increasing their total new borrowings by nearly 5% to more 
than US$11 billion last year. This compares with an overall 
declineóf some 25% or US$11 billion, in total borrowing by 
developing countries — and a horrendous drop of close to 











; 5096 in borrowings by Latin American countries. Fur- 
H | ‘thermore, the 
d | momentum  ap- 

NEW INTERNATIONAL CREDITS eee E 
AND BONDS BY COUNTRY tinuing in the 
OF BORROWER . early months of 
(US$ billion) 1984 with Malay- 
Industrial countries 165.46 sia, South Korea 
Developing countries 46.59 and Indonesia 
— Latin America 29.20 already having 
— 255 raised success- 
Middle East & Africa 6,84 3 xm 
Centrally planned countries 0.83 | fully some 
International Organisation: 10.06 US$2.5 billion in 
- E new loans. There 
Source: Morgan Guaranty Trust. was certainly no 
| reluctance to 
participate in 


these loans; indeed, the Indonesian loan was increased 
twice in size from US$500 million to US$600 million and 
then US$700 million and the (South) Korean Exchange 
Bank facility was increased once from US$500 million to 
US$600 million. 

Indeed, the only blot on the Asian horizon is the current 
struggle in the Philippines to reschedule some US$25 bil- 
hon of foreign debt. The complexities of this matter have 
unfortunately involved two major US banks who say that 
they are unable, under a Philippine Government 
moratorium on the outflows of foreign exchange, to repay 
foreign-currency deposits made at their Manila branches. 
How this question — and the overall issue of rescheduling 
Philippine debt — will be resolved remains to be seen; and 
it would be inappropriate to make specific comments since 
the case relating to one of these banks is now before the US 
courts. Furthermore, the law on such matters is extremely 
complex, involving not only the global relationship be- 
tween a bank and its depositors, but also the complexities 
of the US Act of State Doctrine — which permits certain 
actions by foreign sovereign governments within its own 
territory. Most recent relevant case law relates to the North 
Vietnamese takeover of foreign bank branches in Saigon, 
where the foreign banks concerned were ordered to repay 
the deposits in New York. | 

It would be unfortunate if concern over the risks attached 
to offshore deposits were.to become widespread among 
. bankers and depositors, since this would almost certainly 

a lead to: an adv rse Impact on the offshore banking centres 
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By — Soames in Hongkong 


he strength of the US dollar in 1983 has confou d 

many fundamental analysts. Even as recently as Ja 

uary 1984, the dollar once again ratcheted up to. 
highs with the Deutschemark falling to a five-year Ic 
Dm 2.84. Of the major currencies, only the yen has b 
able to withstand the lure of the dollar, appreciating 
1.2% against the United States currency in 1983. 

The scale of the US current-account deficit and 
sharpness with which it is likely to deteriorate suggest 
1984 should not be a repeat of 1983 — in other words, 
near universal expectations of a fall in the dollar are. 
likely to be confounded again. It seems probable that: 
correction has now begun — in February alone the Eu 
pean currencies have recovered sharply from deeply: 
pressed levels. From their January lows the Deutsche 
and Dutch guilder have risen by 8%, the Swiss franc b 
and sterling by 6%. | 

This sharp reversal in the dollar's fortunes is all their 
remarkable as it comes at a time of increasing tension in 
Middle East involving, at one point, the threat of closur 
the Straits of Hormuz. At the same time, Paul Vole 
chairman of the US Federal Reserve Board (the Fed), in 
semi-annual report to.the US Congress, drew attentio 
his concern over the lack of positive measures to reduce 
federal budget deficit. His remarks were generally i 
preted to mean no easing of interest rates for the t 
being: and indeed, short-term rates have risen over rec 
weeks, with Eurodollar three- and six-month deposit ri 
now standing at 50 basis points or so higher thanam 
ago. January's economic numbers were strong and then 
on the inflation front is starting to cause some cone 
with the latest consumer price index up 0.6% or an ann 
rate of 7.2%. 

This combination of J— would normally: | 
nal a rise, not a fall, in the dollar. It appears, at least for 
moment, that the dollar is no longer considered a. 
haven and, with lower real returns in prospect on doll 
vestments due to reviving inflation, that new funds are 
being committed to the currency. 

The fundamental arguments for a weaker dollar are: 
» The burgeoning US trade and current-account defi 
caused largely by the over-valuation of the currency 
trade deficit in 1983 amounted to US$69.3 billion cot 
pared with US$42.5 billion in 1982. The current accoun 
also shows a sharp deterioration, with a US$25.3 billiot 
deficit for the first nine months of 1983 compared w 
deficit of US$11.2 billion for 1982 as a whole. The outloo! 
is for further deterioration in 1984 as continuing. 
growth sucks in imports while US exports continue un 
petitive on rate-of-exchange grounds (though not on 





favourably). a 

The Organisation for Economic Codperation and D y 
lopment is estimating a current-account deficit of US 
billion in 1984. This compares with a very impressive tra 
performance from Japan in particular, with the Japane 
current-account surplus at US$20.8 billion in 1983 co 
pared with US$7.5 billion in 1982 and US$4.8 billion 
to do with the sireng of the yen 
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> Rates of return on non-US assets are improving as 
. economic recovery spreads and should reduce capital flows 
'to the US. Recent flows appear to have been of deteriorat- 
ing quality, more hot money than investments and outflows 
from US pension funds and other investors are rising. The 
investment-income account of the US balance-of-pay- 
ments, for many years a strongly positive item, is already 
declining. In 1982, it fell to US$27.3 billion from US$33.5 
— billion in 1981 and, in the first half of 1983, was running at 
— an annual rate of just over US$20 billion. 
» The possibility of a gradual trend towards lower interest 
rates in 1984 on the back of a slowdown in US economic 
i growth has been widely discussed and would certainly re- 
duce the dollar's appeal: 1983 turned out to be a fairly 
typical first year of a recovery. At annualised rates, gross 
national product grew nearly 10% and 8% in the second 
and third quarters respectively and close to 5% in the 
fourth. There is a fairly general consensus that growth in 
1984 will be in the 4-5% range, tending to decelerate. 
_ "There are several reasons for expecting growth to be 
_ slower in 1984. High growth in 1983 stemmed from a huge 
"turnaround in residential investment (up by about 40% 
year on year after a 15% fall in 1982). While housing is ex- 
pected to hold up at around current levels, it cannot be ex- 
“pected to have anything like last year's impact. The second 
major factor was a steady increase in consumption fi- 
— nanced from higher real income and a decline in savings 
_ (to below 4% of personal disposable income at one point). 
Real incomes should rise again in 1984, but a further de- 
_ cline in the savings ratio seems less likely, with the result 
i that consumption will probably rise more slowly in 1984. 
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i By Robert Valentine in Hongkong 


' ollowing its rather dismal display in 1983, gold has 
F continued to exhibit a distinctly lacklustre perform- 
l ance in the early months of 1984. Indeed, the barrier 
of US$500 an oz — last breached in 1 February 1983 — has 
proved to be totally unattainable and the best price 
performance to date is the level of about US$407 an oz 
achieved in mid-March this year. Generally speaking, 
prices have fluctuated in the narrow range of US$360-400 
an oz in past months and, at the time of writing, show no 
- sign or inclination whatsoever to breach the US$400 an oz 
— level once again. 
As a result, gold continues to provide a substantially 
negative return on investment. To be precise, the average 
— gold price in 1983 of some US$424 an oz was approximately 
30% below 1980 levels and, if interest foregone is taken into 
account, an investment in gold undertaken at the average 
1980 price of US$612 an oz, would be showing a staggering 
loss of close to 50% by the end of 1983. 

In the circumstances, it is hardly surprising that the gold 
bugs have been totally discredited; gold has now become so 
unfashionable that it does not react even to major interna- 
tional crises. Instead the dollar has appreciated. However, 
whether this state of affairs will continue remains to be 
seen. It is always best to invest in a commodity when it is 
totally out of fashion — copper and sugar have been good 
examples of this in the past 12 months — and gold may well 
confound the pessimists in the longer term. 

Certainly, on supply/demand considerations, there ap- 





pear to be some grounds for optimism. Gold output from“ 


non-communist mine production is likely to rise margi- 
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It may be negative now, 


but hang about... 
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Chemical warfare casualty from Iraq: strangely, the dollar 


continue, however, to have a negative impact on growth. 

So, the argument goes, bearing these factors in mind, 
coupled with monetary aggregates growing within target 
Inventory movements will provide less impetus in 1984 
but, on the other hand, fixed investment should grow at a 
rate of 10% or more in the first half of the year due to im- 
proved final demand and corporate cash flow as well as 
the level of capacity utilisation which is. back to nearly 
80%. Further declines in the foreign-trade balance should 





nally in 1984, but sales of gold by the 
Soviet Union are likely to remain 
low. In 1983, Soviet sales declined 
sharply to an estimated 60 tonnes — 
down from 200 tonnes in 1982 — and 
there seems to be little reason to pre- 
dict any increase in 1984 given Mos- 
cow's increased production and sale 
of oil and gas. Indeed, oil and gas 
production will rise further in 1984, 
according to the official 1984 econo- 
mic plan, so there will be little need to expand gold sales. 

On the demand side, the situation appears to be consider- 
ably better than in 1983 when demand from general indus- 
try, jewellery and dentistry declined by close to 20% from 
1982 levels; in 1984, a recovery of some 10% is estimated. 
Overall, total gold demand is likely to reach total produc- 
tion levels in 1983, with little margin left for increases in 
private holdings (assuming no further official sales by cen- 
tral banks). This is the best statistical situation for gold for 
the past three years and should have some sustaining effect 
on prices. 

More importantly, developments on the world monetary 
situation appear to be moving in favour of gold. First, the 
dollar appears to be at long last set for a substantial de- 
cline, now that investors are focusing on United States 
economic fundamentals rather than simply on high interest 
rates. There appears to be little doubt that the dollar is 
overvalued by up to 30% on fundamental terms and market 
attention has begun to focus on the horrendous budget and 
trade deficits. The former illustrates the astonishing levels 
to which the US is living beyond its means — indeed, the 
US may become a debtor nation in the months ahead, with 
foreign holdings in the country exceeding its holdings 
abroad, a truly astonishing state of affairs — while the 
trade deficit, at a projected US$100 billion at least in 1984, 
will put considerable downward pressure on the dollar on 
basic foreign-exchange terms unless foreigners continue to 
purchase US paper in an environment. of falling capital 
values. 

A falling dollar will certainly stimulate gold prices; and 
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the latter m» of 1983, the Fed — as concerned about the 
sustainability of the recovery as about the dangers of a re- 
surgence of inflation — will gradually loosen the monetary 
reins ahead of this year's presidential election. 
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tary policy would be welcomed elsewhere in the 

world. In Japan, in particular, Prime Minister 
Yasuhiro Nakasone's government has been anxious to 
reduce the current very high real interest rates to stimu- 
late a sluggish domestic economy. Its hands have been 
tied by pressure from the US for a stronger yen to limit 
the deterioration of the competitive position of the dollar 
vis-à-vis the yen. Protectionist sentiment may, in fact, 
become even more of a problem for Japan in 1984 with a 
record current-account surplus of around US$30 billion in 
sight. 

o N the US Federal budget deficit which, at 
US$195 billion in 1983, has more than trebled since 1981, 
remains a serious problem. With a stimulative fiscal policy 
in place, economic growth continuing at a respectable level 
and corporate borrowing beginning to rise, it is feared that 
inflationary pressures could develop as recovery proceeds 
and that the Fed could therefore be unable to prevent rising 
interest rates as crowding out occurs. This is the view of the 
widely-quoted economist, Dr Henry Kaufman of Salomon 
Brothers and if, as he forecasts, long-term US Treasury 
yields have risen above 13% by the end of 1984, this could 
certainly lend some support to the dollar. Furthermore, any 
major collapse in the dollar could well be met by a tighten- 
ing of monetary policy due to the adverse implications for 
the US inflation rate. 


C» a weaker dollar and an easier US mone- 


rising inflation rates will add fuel to the flames. In this con- 
text it is interesting to note that latest forecasts for US in- 
flation rates by the end of 1984 indicate a figure of some 8% 
annually, more than double the inflation level for 1983. It is 
true that US domestic interest rates will also rise in such an 
inflationary environment — particularly if foreigners cease 
to make such a large contribution to the funding of the US 
deficit — but such a rise in interest rates is not necessarily 
bearish for gold if the US dollar is declining sharply at the 
same time. As is indicated above, the most likely scenario is 
a declining US dollar in a climate of rapidly increasing in- 
flation and gold prices should soon begin to benefit from 
this outlook. Overall, it would not be 
surprising if the US$500 an oz barrier 
were breached some time towards the 
end of 1984, with prices possibly re- 
turning to 1980 levels by the middle 
of 1985. 






urning to developments in Asia, 
PT iiongkong continues to be by 
far the leader in regional gold 
markets, with the international loco- 
London market now running neck- 
and-neck in terms of turnover with 
the Chinese Gold and Silver Ex- 
change (CGSE). Although accurate 
figures are unavailable, a reason- 
able estimate of the split-up of 
business might be 50:50 between the 
former and the latter, while the 
Hongkong Commodities Exchange 
continues to attract a negligible share 
of the business. It does not seem 
likely that this state of affairs will 
change in the near future, though it is 
possible that the more flexible loco- 
London market will continue to gain 
ground at the expense of the CGSE, 
particularly if the latter seeks to be- 
come more international, Paradoxi- 
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There is little evidence as yet that the administration, an- | 


xious to see a strong economic recovery through the elec- 
tion campaign, is proposing any concrete measures to re- 





1 


duce the budget deficit and the bipartisan talks being held 
in Washington at present do not seem to be making any pro- 


gress. There were recently rumours that a tax increase 
could be in the pipeline for 1985; this seems unlikely and 


the Treasury secretary stepped in to say that any tax in- — 


crease would be resisted. The one factor that could force the 


qj 


issue is a continued slide on Wall Street due to investors’ 
loss of confidence in the face of a continuing tight monetary 


policy. 


verall it appears that, as sentiment turns against. H 
O- dollar, investors will increasingly focus on - 
economic fundamentals rather than interest-rate — 
differentials and therefore the dollar faces a gradual ero- ~ 
sion in its value over 1984 whether or not interest rates de-  — 


cline. Martin Feldstein, chairman of the Council of 
Economic Advisers, has recently estimated that it is 3296 


overvalued. Asian currencies can be expected to be major ` 


beneficiaries of this trend as the US recovery has fed ~ 
through very rapidly to these economies — Japan, Singa- — 


pore and Hongkong. Japan in particular, should continue ~ 


to benefit from substantial capital inflows. This will be a 
function of the country's impressive balance-of-payments 


and inflation performance, the increasing range of invest-  - 


* 


the level of domestic institutions’ long-term capital out- 
flows. o 


ment media for non-residents and a modest reduction in 
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cally, the CGSE has maintained its market position. — 


by remaining defiantly parochial; if it attempts to compete 
with international markets, or if indeed it modernises 
its practices and procedures, it will inevitably lose 
ground. 

Singapore continues to follow Hongkong as number two 


in the region, with a strong international market and a - 


rather more active gold-futures market. Singapore does 
not have any local market as such, though it does handle, as. 
an entrepót centre, a considerably larger volume of physi- 
cal gold than Hongkong. For example, in 1983 (January- 
November), the combined total of physical imports and ex- 
ports of gold in Singapore was 170 
tons, compared with a much smaller 
58 tons in Hongkong. At the moment, 


second to Hongkong as a regional 
gold centre; but it could very quickly 
take over the leadership if there was 
any sharp deterioration in the politi- 
cal or economic climate in Hongkong. 

Turning to Japan, until very re- 
cently Tokyo has been basically a 
consignment market and thus does 
not really qualify as an international 
market in any way. Gold stocks were 
simply airlifted into Japan at an ap- 
propriate premium and there was no 
real two-way gold market located in 
Tokyo. This is not to say that the mar- 
ket was small and indeed Japan has 
been a very substantial net importer 
of gold in recent years: for example, 
in 1982 the figure was 140 tons, drop- 
ping to some 104 tons in 1983. How- 
ever, moves have been initiated with 
some success recently to try to deve- 
lop a two-way loco-Tokyo gold mar- 
ket in Japan. In the long run, this 
market should obviate the need for 
shipping gold in and out of Japan, 
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there is no doubt that Singaporeruns | 
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sided and abetted: ri en. Ministry o of Fir an 





tted some two years ago to trade in physical gold with 
customers and this has provided a start to major bank 
cipation in international gold markets. At the mo- 
such international participation is through the rele- 
group trading companies — together with major Ja- 
e gold dealers — and the evolution of this market will 
her depend on the level of gold demand by the J apanese 


lic. This demand has been improving recently as prices 


















ition, a number of banks have learned to use the concept of 
Id certificate and this should also assist consumer de- 
anid. Overall, Japan certainly has the potential as a major 
egional gold centre but, for the moment, must rank third 
ehind Hongkong and Singapore. 

s perhaps paradoxical that Australia is the least im- 
ant of the regional gold markets, since Australia is one 
e most important of the regional gold producers, ac- 














John Finigan in Kuwait 
| 1981 the six Gulf Cooperation Council (GCC) states, 
bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the 
Jnited Arab Emirates, generated an aggregate current 
ount surplus of US$60.7 billion. In 1982 as a result of 
ening energy-price levels and relatively unchanged 
Is of domestic consumption the surplus declined to 
8.7 billion. Following the latest reductions in posted 
rgy-price levels this traditional surplus is estimated to 
e been transformed into a deficit in excess of US$10 bil- 
in 1983. 
uch a dramatic transition from substantial surplus to 
rial deficit has naturally given rise to a tremendous 






















n described as low-absorbtive oil-producing states. 
generic description of the GCC states is no longer 












m level of their current-account requirements. 

esides a reduced overall level of export earnings the 
spect of further declines in the external parity of the US 
lollar (the currency in which the vast majority of the re- 








urther the purchasing-power parity of those: exports. In 
ddition, the regional economies continue to suffer from 






nniversary, while in Kuwait the still unresolved crisis 
rising from the Souk al-Manakh (an unófficial stock ex- 
ange) continues to deflate business confidence. 







S given rise to intensive re- appraisals of future objectives 







to sustain economic growth at an acceptable pace. 











oh | P. Finigan is Executive Manager, Capital Markets. Division, The 
onal Bank of Kuwait S. A.K. He writes in a personal capacity and the 





‘to broaden the market. First, leading banks were | 


all through the barrier of ¥3,000 (US$13.36) a gram. Inad- | | 


nge in government, business, consumer and investor 
ptions in the domestic markets of what hitherto have - 


etly apposite as, for the first time in their recent history, 
export-earnings capacity is falling below the equilib- - 





e impact of the Iran- -Iraq war as it approaches its fourth | dh. 

Arab investment in Asia appears to indicate less rapid 
growth than hitherto. 

The juxtaposition of these generally adverse influences © 


the pace of development in an attempt to mitigate the | 
armful impact of declining real levels of export-earnings | 


In the late 1970s, following the impact of the major round | 
oil- -price rises, annualised real growth rates in 1 double | 


ws expressed may not necessarily reflect those of any other erson or any 





futures exchanges ee a ae in the region: However, in p 
past few months, the floating of the Australian dollar; plus 
the considerable liberalisation of exchange controls, has 
ledtoa speeding up in developments Down Under, withthe 
result that it is probable that an international market of 
some size will develop rapidly in the months ahead. It was 
perhaps the perception of this fact that led a major Austra- 
lian bank into the acquisition of a gold-dealing house last 
December. s 

Overall, regional gold markets are likely to remain very 
significant contributors to the international gold scene 
and, as indicated earlier, the leading position of Hongkong 
has been a truly staggering achievement over the past de- 
cade: Hongkong gold markets now rank third only to Lon- 
don and New York in importance. With overall regional- 
gold turnover at approximately US$250 million a day, the 
importance of these markets seems assured in the months 
ahead. ! | 





digits were regularly attained. These rates have now de- 
clined gradually to a level of about 2.5% annually. They 
should in the future prove sustainable at or above the cur- 
rent level. 

‘This overall reduction in the pace of regional economic 
development will inevitably give rise to structural changes 
in the patterns of spending and both capital and financial 
investment. It is likely that the drive towards industrialisa- 
tion will assume precedence i in budgetary allocations, par- 
ticular emphasis being given to both primary and secon- 
dary industrial expansion into sectors with the potential to 
diversify export earnings away from their almost exclusive 


. dependence on the hydro-carbons sector. 


The adjustment process which such an enforced transi- 
tion entails affects all strata of society, in both public and 


_ private sectors. Nonetheless, the process is likely to be suc- 
cessfully accomplished in the region as it can be expected to 
take place without undue financial restraint. This ap- 


proach reflects the ability of individual GCC countries to. 
realise a part of the enormous cushion of external financial 
reserves (estimated to be at least US$275 million) built up 


| urne the years of substantial budgetary surplus. 
n's exports earnings is denominated) is likely to reduce | - i 


| — of a region undergoing a 
:-adjustment to its pace of internal develop- 
t was only to be expected that the pace of 





| ment 


F 


'st first, in the slowing of the rapid influx of 
Arab-world bàn «S and financial institutions into Asia, 





i which reached a peak in 1982. Since then, of major Arab- 
world names only the Amman-based Arab Bank and 


Kuwait's Gulf Bank have established new presences — in 


Singapore -— while The National Bank of Kuwait has up- 
.graded its previoüs representative office into an offshore 


branch and Asian currency unit. In Japan, Saudi Interna- 
tional — owned 50% — the Saudi Saban a 
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status alter 1: T, their í rest oi the Ar iD 
nity in establishing a preser e in E MS g 
ally to have waned. Nonetheless, a major new investment 
company, Arabian Gulf Investments (Far East), with a 
capital of US$100 million, was established in Hongkong 
with the objective of investing in East and Southeast 
Asia, its shareholders comprising leading Kuwaiti and 
Saudi Arabian investors in partnership with the Hong- 
kong Bank group, which holds 20% of the equity. On a 
smaller scale in Hongkong, United Gulf Bank, incorporated 
in Bahrain, took a 10% share in M. M. Worms (F. E.) and 
Associates. 

As a result there are now nine Arab banks established in 
Singapore and 15 Arab-related banks or deposit-taking 
companies in Hongkong. In addition the Arab financial 
community is represented in some form in all Asian finan- 
cial centres and capitals with the exception only of 
Bangkok, Taipei and Bandar Seri Begawan (Brunei). 

Through their regional representations as well as di- 
rectly from their head offices, major Arab banks continue 
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to participate actively in the international syndicated-cre- 
dit market. While the volume of Arab-led financings de- 
clined by 33% in 1983 over 1982 levels, this reflected the 
global contraction encountered in this market. During 
1983 the Arab financial community raised over US$1 bil- 
lion in credits for Asian borrowers. 

This represented 16% of their syndicated-credit man- 
agement activity, a percentage consistent with that at- 
tained in 1982. It is also a reflection of the greater degree of 
sustained geographical dispersion of credit since the 1970s 
when, for example, credits arranged for Asian borrowers 
amounted to only 4.1% of Arab banks' syndications in 
1978. As a result seven Arab banks appear on the latest list 
of the top 100 lenders to Asian borrowers. 

Although the Arab financial community has not tradi- 
tionally achieved the same degree of prominence in inter- 
national bond markets as in the syndicated-credit markets, 
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there is clearly an emergent trend towards greater involve- - 
ment in the securities markets. Within this overall sector a R, 
select number of Arab banks and issuing houses plays asig- | 
nificant role in the management and underwriting of new 4 
issues emanating from the Asia-Pacific region. | 

"| 


: rab investments in the property sector in Asia have — 


4 





attracted somewhat mixed publicity of late. Three 
major projected or current developments have been - 
based in Singapore. The first of these was the projected - 
US$1.5 billion International Petroleum Centre (IPC), from i 
which the major Kuwaiti shareholder withdrew following 
revised evaluations (predicated upon a higher-than-antici- | 
pated land price) which showed less than desirable rates of | 
return given the current property surfeit in Singapore. | 
Nonetheless the Kuwaiti partner is proceeding with smaller - 
developments in Singapore. ! 
Shortly after the news of the withdrawal of the Arab © 
partner from the IPC project, the affairs of the Singaporean 
companies controlled by Abdul Wahab Galadari gained — 

considerable unwanted publicity following severe difficul- 
ties encountered by its controlling shareholder in Dubai. 
The uncertainty which had attached to these companies | 
and their projected development of the former Wisma In- 
donesia and Forum Hotel sites in Singapore, was removed | 
when the Dubai Bank, controlled by Abdul Latif and Abdul 
Rahim Galadari (brothers of Abdul Wahab), assumed full | 





control of A. W. Galadari Investments (Singapore). The fi- 
nancial future of the construction of these developments in 
thus assured. | 

Finally in the property sector, the Kuwait Investment Of- 
fice, an agency of the Kuwaiti Government, recently ac- | 
quired a 33.3% interest in the OUB (Overseas Union Bank) - 
Centre currently being developed alongside Raffles Square 
in Singapore. 

In the petroleum sector, the attractions of China's 
offshore acreage are of considerable interest to Arab oil 
companies seeking opportunities for diversification out- - 
side their traditional indigenous concessions. Plans are - 
also under way for joint Kuwaiti-Pakistani exploration of | 
three concessions located in Pakistan. This would repre- _ 
sent the first participation by an Arab oil company in _ 
Pakistan's search for commercially exploitable hydro-car- M 
bon energy resources. y) 

The flow of Arab investments into financial assets of — 
Asian accreditors continues from both government and . 
private-sector sources. The potential currency apprecia- " 
tion intrinsic in the recent parity of the yen has attracted | 
considerable interest as part of a growing policy of invest- - 
ment diversification away from excessive concentration on _ 
the dollar. Theresilient performance of the Japanese equity 
market has also resulted in considerable direct investment | 
as well as providing bouyancy for the convertible-bond 
markets where great interest has been shown among Ja- 
panese issues in both dollar and Swiss franc sectors. 

In the area of concessionary capital flows, the substantial _ 
commitment which the leading GCC aid-and-development _ 
agencies have long extended to the poorer Asian countries 
continues. During 1983, out of total disbursements of just — 
over US$2 billion, an aggregate of US$246 million was ex- _ 
tended to projects in Bangladesh, Bhutan, India, Laos, the _ 
Maldives, Pakistan and Sri Lanka. ^ 

To sum up, the inevitable consequence of declining rates 
of growth in the domestic economies of the GCC states will _ 
be reduced regional and domestic capital-absorbtivecapa- 
city. Arab investors will thus be forced to look overseas to . 
deploy capital surpluses which they will continue to ac-  - 
crue. Expectations of the reciprocal benefits which Arab _ 
capital and Asian investment opportunities can provide 
have become more soundly based on both sides. Accord- 
ingly, the opportunity for Asian countries to attract an in- 
creasing volume of those surplus Arab capital flows should 
increase. 
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- choice but to go to Chase, or Deutsche 








Doing four times more business. 
today just to stay at 1979 level 


By Michael Swaine in Tokyo 


s most foreign bankers will tell you these days, bank- 
A in Japan is not what it used to be. Gone are the 
good old days when capital was in short supply, with 
companies desperate for financing to fuel their export 
drives and pay for all that expensive oil; when foreign 
bankers could make a tidy sum on swap transactions alone 
and corporations looking for foreign-currency loans had no 
Bank or some other 
foreigner. 
Today foreign bankers in Japan are in the middle of a 


very difficult transition period — indicative of the broader 


pr essures and uncertainties produced by a financial mar- 
et undergoing liberalisation during a time of sluggish 
economic growth. Although desired by the majority of 
foreign bankers (and by mainstream Japanese business cir- 
cles as well), liberalisation has sometimes produced more 
pain than pleasure for the foreign banking community, asit 

as meant an increase in competition on all sides — foreign 
and domestic alike. 

Not that foreign bankers were by any means satisfied 


_ with the comforts of the past — and for good reason. Al- 


Continental lilinois’ general manager Charles Truett; Deutsche Bank's Dr Hans E 





though highly profitable within the context of a booming 
economy and the privileged position provided by exclusive 


_ Control over the granting of foreign-currency loans, foreign 


bankers clearly recognised the highly limited nature of 


their business. The need for more diversity and, in particu- 
— lar, a desire for much more access to the potentially greater 
— market offered by yen loans logically led to demands for 
— liberalisation — meaning a desire by foreign bankers to be 


treated the same way as their Japanese counterparts. 
Such clamourings produced results, though in ways not 
entirely desired. Along with provisions for greater access to 
yen funding (through regulations allowing for the issuance 
of Certificates of Deposit, entrance into the Gensaki (in ef- 
fect, bill-discounting) market and an increase in swap 
limits for foreign banks, came the end of exclusive control 
by foreign banks over foreign-currency — so-called impact 
— loans, opened up to the Japanese banking community in 
1980. This move, plus the additional competition provided 
by a torrent of new foreign banks which came on to the Ja- 
panese financial scene throughout the 1970s — all compet- 
ing for essentially the same small share of loan business — 
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and the fact that more and more Japanese corporations are 
presently turning to their own banking groups for loans 
and have begun financing themselves through debentures 
and commercial-paper financing, together have produced 
the pressures of the current period. Spreads are thinner and 
banks need to exert much more energy just to stay in the 
same place. As a leading executive at the Hongkong Shang- 
hai Bank put it: "We have to do four times the volume of 
business today than we did in 1979 just to generate the 
same level of income." 

Yet not all is gloom and doom. Despite notable losses by 
some foreign banks during the past few years, others have 
reported record gains. The current situation is marked by a 
basic shift in the way all foreign bankers conduct their 
business and, whether complacent or frantic, has forced 
everyone to become much more innovative than in the past. 

An examination of these strategies reveals the existence 
of two general patterns which contrast markedly with the 
heavy concentration on loans and foreign-exchange trans- 
actions typical of foreign-banking activities in the past. 
The first pattern is associated with those larger foreign 


; Crocker National's Gordon Nebeker. 


banks with extensive overseas networks which have been 
in Japan for more than 10 years (in other words, since be- 
fore the oil crisis). These establishments — Citibank, Chase 
and the Bank of America with Manufacturers Hanover, 
Deutsche Bank, Morgan Guaranty, Continental, Lloyds — 
are usually fully committed to maintaining and expanding 
their presence in the Japanese market. 


ith their Tokyo office in most cases standing as one 
W: their major overseas operations, often resting on 

very long-term relationships with most major Ja- 
panese corporations and yet burdened with the necessity of 
also having to operate with extensive overhead expenses 
(usually centring on very large and highly paid staffs), this 
class of banks clearly has little choice but to devise a wide 
range of more sophisticated strategies to make up for thin 
spreads and, in some cases, shrinking loan portfolios. This 
is especially true of the United States and German banks, 
for example, which must show a good return on assets 
(given their need to maintain a certain capital-to-loan 
ratio), thus prohibiting a simple strategy of offering ex- 
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wards a an 'emphasis on value-added services and fee 

spot transactions which often take fuller advantage of the 
global networks and strong trade-financing position of 
many of these larger, older banks. 

For example, in recent years Morgan Guaranty has 
clearly stressed a wide range of sophisticated services 
closely associated with its merchant-banking activities 
round the world. These services include expert advice re- 
garding foreign-exchange transactions and trading ac- 
tivities; the handling of foreign-currency investment in 
Japan, a wider range of financial analyses for Japanese cor- 
porations such as advice concerning overseas funding and 
investments and attempts to move into the area of trust- 
fund management. As a reflection of the permanence of 
such a shift in emphasis, these activities also include the es- 
tablishment of entire departments devoted to various areas 
of financial analysis. 

Similar to Morgan in the strategy adopted for dealing 
with challenges of the current period is the Deutsche Bank. 
Operating in West Germany as a major universal bank — 
combining both securities and commercial operations and 
including activities as a major underwriter of bonds issued 
in West Germany and the covering of 25-30% of that coun- 
try’s entire trade volume — it is clear that the Deutsche 
Bank is strongly positioned to assist Japanese companies in 

a wide range of highly creative value-added services. 

Thus, rather than making. any attempt to live close to 
the margin, the bank is increasingly seeking — as Morgan 
is — to use its position and prestige within its domestic 
market as a major attraction to those huge Japanese 
corporations which serve as its main customers in Tokyo: 
and to specialise in the arrangement of Deutschemark 


Annually more than 1,200 con- 
sumer goods manufacturers 
from Asia, Africa, Australia and 
the Americas meet buyers 
(mail order business, depart- 
ment- and chain stores, trade - 
agents, etc.) from all over the - 
| world at the - 
































in Berlin 


Do you seek a market for leather goods, gar- | 
ments, textiles, carpets, small tools, hobby and - 
'do it yourself equipment, wood products (incl. 
furniture), household articles, handicrafts, — 
sports- and technical goods? 


Exhibit your products at the 
22nd Overseas Import Fair in Berlin 


*Partners for Progress" 


from September 5 to 9, 1984 
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. 1881 funding Japanese corporations OVI 
Chase Manhattan also is looking increasingly - 
Japanese operations from a world-wide perspective, 
ing to provide services for major Japanese corporatio 
they expand overseas, thus making full use of its 
large branch network throughout the world. For inst 
Chase is now providing Japanese staff in its offices 


integrate its Japanese operations into its overall alc 
strategy. 

And so, as with Morgan and Deutsche Bank, Chas 
especially seeking to use its long-standing loan relation 
ships with major triple A-rated Japanese corpor ations as 
means of introducing them to a wide variety of more pro 
able new financial products related to the expanding 
trade and foreign-investment activities of these com 
panies. 


s a result, there has been little substantive di 
market movement among this category of fo 
banks, looking for business among lesser know 
riskier companies. These new risks being taken are lai 
within the area of product development or posit 
risks, involving considerable sums of new investr 
based on assessments of long-term financial develop 
within Japan. | 
One large foreign bank which has clearly — 
sured to make such long-term investment decision: 
forestall losses associated with the size and scale o 
operations in Japan is Continental of Illinois. Recen 
the bank has embarked on àn expensive effort to streng 
and streamline its Asian operations, centring on cha 
in its Tokyo office, again in the direction of greater 
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tention to investment and merchant-banking operations. 

Such new developments include not only moving its Asia 
headquarters from Chicago to Tokyo, but also hiring addi- 
tional professional market analysts and sending a group of 
Japanese personnel to Chicago to obtain training in mer- 
chant-banking activities in preparation for the formation 
of a full-fledged Tokyo-based team. 

The strategy being adopted by the very large number of 
smaller, relative newcomers on the foreign-banking scene 
in Japan is somewhat different. Often without the exten- 
sive global networks and centrally based home offices of 
many of the older banks (and thus in many cases having of- 
fered, in the past, little more than capital) these banks do 
not have many of the options open to them of a Chase or a 
Deutsche Bank. Hence, many have been hard pressed to 
maintain profitability and some end up taking risks by 
both dealing with less secure (though potentially more 
dynamic) companies and resorting to precarious financial 
practices. 

These banks also have attempted to stress, in recent 
years, value-added services and spot transactions in parti- 
cular, though on a much smaller scale and usually on a less 
sophisticated level than in the case of their larger com- 
petitors. Few if any bankers among this group are attempt- 
ing to stress the services side by investing greatly in person- 
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nel and equipment oriented to the needs of merchant bank- 
ing. 

One smaller (No. 20 out of 22 in loan portfolio among US 
banks in Tokyo) foreign bank which is utilising the above 
focused strategy to very profitable ends is Crocker Na- 
tional, based in California. Adopting what general man- 
ager Gordon Nebeker terms their "rifle approach" (a stress 
on controlling overhead expenses, continuing a certain 
level of basic business, yet focusing mainly on a narrow 
area in order to develop some expertise), Crocker has been 
offering certain specialised financial transactions such as 
assisting in yen private placements for offshore customers. 
It had its best year ever in Japan in 1982, based largely on 
three or four good transactions. 

Within the second category of smaller, more recent 
foreign banks in Japan are those which truly have very lit- 
tle reason for being in Japan other than merely to.liaise be- 
tween the Tokyo branches of corporations and their home 
countries, or simply as a symbol of their headquarter's de- 
sire to lend credence to their claims as international en- 
tities. These banks seem to exist on little else other than 
what they can gain from offering loans at the lowest possi- 
ble margins, to all takers: few of them run substantial risks 
in doing so, since they are in many cases backed by the gov- 
ernments of their respective countries. 


Now everyone wants to have 
a say in liberalisation 


By Richard Hanson in Tokyo 


onsider this statement: “Financial liberalisation it- 
C self is not the aim — it is feared that [this] may have a 

bad effect on the real sector of the economy or on the 
financial order. It is therefore important that liberalisation 
be carried out on a gradual basis while giving due consider- 
ation to the maintenance of order in the economy and fi- 
' nance.” 

A key Ministry of Finance (MoF) advisory committee 
came to that tentative conclusion nearly a year ago in April 
1983 after a year of contemplating in which direction 
Japan's financial system was headed. The document, only 
recently translated into English, may seem cautious to the 
extreme, but it marked a milestone. 

With a final report due this spring, there remains wari- 
ness within Japan's highly compartmentalised financial 
world over what deregulation will bring and disagreement 
over how best to accomplish it. Liberalisation or deregula- 
tion, however, was inevitable, the committee concluded. 
for increasingly obvious reasons. 

What is now also clear is that others, namely the United 
States, seem to think they should have a say in how liberali- 
sation comes about. 

Here is the dilemma: the steady internationalisation of 
Japan's economy, combined with liberalisation of its 
foreign-exchange controls, means that domestic financial 
practices now chafe the outside industrial world. Of 
Japan's own making, its domestic interest-rate system 
(where virtually all deposit rates are controlled) is under 
extraordinary and irreversible pressure from a fast- 
growing (and free) secondary market in government 

onds. 

A third development is that competition between the 
legally separate banking and securities industries has pro- 
duced a blur of new instruments competing with tradi- 
tional bank deposits. The distinction between Japanese 
banks and securities houses in overseas operations has long 


Richard C. Hanson, is editor and publisher of Japan Financial Report, an in- 


dependent Tokyo-based newsletter. 
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For example, MoF officials feel obliged to lobby the Bank 
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of England toallow Nomura Securities a banking licencein 
London: it is, however, against allowing a foreign broker 
with a representative office in Tokyo to apply for a branch 
licence if it is owned by a bank. (Officials were forced 
grudgingly to swallow the co-existence of Vickers da Costa 
and Citibank branches in Tokyo after the latter acquired 
the former. There was no legal basis for withdrawing the 
securities licence.) | 

From next year pressure on interest rates comes from 
huge amounts of 10-year bonds — issues starting a decade 
ago to prop up the post-oil crisis economy — traded as 
short-term instruments. Since the government remains 
hopelessly in debt, the forced birth of a short-term govern- 
ment-bills market is inevitable. 

Put in perspective, the unfolding of events in the 1980s is 
a rather bumpy progression dating back to just after the 
post-war period. Japan's economy after World War II was 
weaned on a financial system in which priorities were 
clear: industry needed massive infusions of chronically 
short capital to become internationally competitive and 
thus end a chronic balance-of-payments crisis. 

Accordingly, the banking industry was given the task of 
allocating funds. Long-term private 
financing for heavy industry was 
routed mainly through three special- 
ly privileged long-term credit banks. 
The controlled long-term prime rate 
was kept relatively stable throughout 
the post-war period. 

Commercial banks, dominated by 
13 city banks, were assigned the task 
of providing industry with shorter- 
term financing and services. Foreign 
bankers, until the late 1970s, had a 
lucrative monopoly of providing 
foreign-currency impact loans to Ja- 
panese companies. Securities com- 
panies concentrated on commission 
business: no true corporate bond 
market developed. 

Individuals were expected merely 
to save their money for the future 
which frugal Japanese households 
were quite happy to do, giving Japan 
a remarkable savings (nearly 20% of 
income). They mostly chose bank de- 
posits or the world's largest postal 
savings system. Deposit rates (except 
those for postal savings) were fixed 
by MoF (as they still are) under the 1947 Temporary In- 
terest Rates Adjustment Law. 

Cracks began to appear in the system, however, in the 
latter half of the 1960s when Japan's trading partners first 
protested over Japanese exports pouring into their own 
markets. This marked the start of a series of trade frictions: 
as a result, much progress has been made on opening up the 
market. 


the government took a few first steps towards open- 
ing its capital markets. The term "internationalisation 
of the yen" became popular. These small steps were aborted 
by the first oil crisis in 1973-74 and not resumed until the 
latter half of the decade when, under pressure from outside, 
capital flows were gradually being liberalised. In 1980, a 
new free-in-principle foreign-exchange law was im- 
plemented. 

The extent to which this principle has turned into prac- 
tice is illustrated by the sheer size of two-way capital flows. 
In 1983, the outflow of long-term capital reached a record 
US$32 billion whileinflow totalled a record US$14 billion. 

With those realities staring officials in the face, politics 
began to intrude into the arcane world of financial 


FE with the novelty of current-account surpluses, 
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policymaking. What happens in Japan's financial markets. 
has thus been elevated by the US (and to a lesser degree by 


Europeans) to the status of a cause celèbre in bilateral poli- _ 


tical and economic relations. 

Stories about how Japan's financial markets ought to be 
liberalised now compete for space with liberalising orange 
and beef imports and other trade issues which have been 
around for the past decade or so. If one imagines politicians 


have bungled the trade issue, it should be appreciated what — 


they can do in the arcane world of capital-market liberali- 
sation, 


As this article went to press, US and Japanese officials 
were squaring off in Tokyo for a second round of working- - 


level negotiations of the jaw-breaking joint Japan-US ad 
hoc group on yen/dollar exchange rate, financial and capi- 
tal market issues — a group created during President 
Ronald Reagan's official visit to Japan last November. 

In February, US Treasury Under-Secretary Beryl Sprin- 


kel opened a first meeting with a list of more than 20 de- 


mands. Broadly put, the US wants Japan to expand the 
Euroyen market, increase foreign access to Japan's domes- 
tic financial markets and dismantle part of the financial in- 
stitutional structure on which the 
post-war economic miracle was 
perched, 

Sprinkel blustered that the US is 
seeking a “fundamental change in 
approach . . . not marginal change." 
He demanded “major progress” 
within a month. What the US wants 
from liberalisation and free markets 
is to make the yen attractive over the 
longer term and for Japan to contri- 
bute more to the free world. Sprin- 
kel's linkage of liberalisation and a 
stronger yen seems a bit tenuous and 
leaves many Japanese officials in- 
credulous. (The US Treasury argues 
there is no relationship between high 
US interest rates and the strong dol- 
lar [in the first place] and no correla- 
tion between large deficits and in- 
terest rates. Apparently, no one in 
Japan agrees. Japanese officials, 
however, in public, are more polite 
than Europeans on the subject.) 


Vice-Minister of Finance for Interna- 
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On the Japanese side, embattled 


tional Affairs Tomomitsu Oba stoi- - 


cally replied that the ministry had been asked to formulate 
a programme and that it intended to address itself to the 


matter in a "positive" manner, but step-by-step and on  - 


Japan's own timetable. 


To Japanese officials, the US’ shotgun approach to finan- - 


cial-market liberalisation is ill-conceived at best. Some ad- 


vocates of fundamental deregulation believe that US stra- 


tegy indeed has been counter-productive already. 

Rather than applying precise pressure on the heart of the 
deregulation question — which experts say must start with 
domestic interest rates — the treatment has been muddied 
with peripherals. One example is a proposal, now appa- 
rently shelved, that Nomura Securities — the biggest 
brokerage in Japan — be allowed to form a joint venture 
with Morgan Guaranty to enter the trust-fund manage- 
ment business, now the territory of seven trust banks. 

Japanese officials further argue that many items pre- 
sented by the Americans have little if any relation to the 
issue which last November inspired Treasury Secretary 
Donald Regan and Japanese Finance Minister Noboru 
Takeshita to start the current round: worries over what de- 
termined the yen/dollar exchange rate. Once the yen began 
appreciating, that subject was abandoned. 

“The fundamental purpose of the [US-Japan] committee 
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ng parade and Ss are is matters. The MoF i is 
er striet orders to move the ball forward on liberalisa- 
1 before Prime Minister Yasuhiro N: akasone j ons fellow 


rced to hunker down and produce results, some of which 
e indeed significant. Last November, when the US-Japan 
hoc committee was formed, the government announced 
list of items on which it would consider action. Of those, 
he MOF so far has agreed to allow: 





ard foreign- exchange trading in Tokyo. This means that 
mpanies can hedge long-term on trade contracts. It also 
akes possible long- -term ene swaps on overseas- 
nd issues. 

A cut in the minimum amourit. dor yen certificates of de- 
sit (CDs) from ¥500 million to €300 million. But this is 
too high for the banks', especially foreign, liking. CDs 
e likely to play a more significant rolein pricing yenloans 
foreign borrowers, as pressure to modify the near 
opoly of the artificial long-term prime rate grows. In 
y case, the long-term prime rate is expected to be re- 
ed soon. 

,stablishment of expanded guidelines as to who (in 
pan) qualifies for Euroyen-bond: issues. A compromise 
ween banks and securities houses should expand the 
t to about 100 companies. However, there has been no 
tion towards eliminating the withholding tax on interest 
nvestors. This means that initial issues will be con- 
rather than straight debt. Whether the Euroyen 
will be expanded for non- resident borrowers is 


the designated company law — under which certain 
companies were declared off-limits to large foreign 


h difference 
ictive (at which time capital flows and exchange should 
less of a problem, anyway). A plan for a yen-denomi- 
bankers' acceptance market is being drawn up. Sales 
reign-currency commercial paper by banks and sec- 
ities houses will also be allowed. 

What the MoF and the BoJ are so far unprepared to do is 
er with the basics: that means, deregulating the 


tructure, as has happened in the US and Britain. 


sit rates (dollar interbank rates are free), creating a free- 
wheeling market which all others would no doubt follow. 
‘The BoJ so far is dead set against the idea: it believes 
eedom in any market must be controlled. 
 Skirmishing among the banks — and between the ba 






more times to resolve their differences.. | 
Some Japanese officials may be relieved that the US has 
o far been inept. It is, after all, one thing for politicians to 


: — mat of pressure from above, the MoF has been 





An end, effective 1 April, to the real demand rule on for- 


he — passed other jenistation elisiindting 


areholding — and authorising the issue of foreign-cur- | 
ney bonds by the government. The latter will not make > 
i until dollar-interest rates look more at- 


lesale side of the financial world. For the securities in- 
ustry, ‘this means deregulating the set commission fee 


For banks, it means deregulation of interbank — 


rgue about beef and eon ad and another to debate what | 


By Paul Ensor in Seoul 


to restore confidence in South Korea's banking 

institutions, widely regarded as being a persistently 
backward sector of the country's rapidly modernising 
economy. Many of the banks' problems stem from a lack of 
initiative created by years of dependence on government 
and most observers agree that, while voicing a need for re- 
form, the government is far from taking the necessary steps 
to help the banks help themselves. 

The operations of the kerb market — which gained such 
wide publicity in 1983 by (among other things) eating into 
the credibility of one of South Korea's major commercial 
banks — is a symptom of the weakness of the legal financial 
system under which -it operates. Only recently de- 
nationalised, banks are still learning how to operate as pri- 
vate concerns and the government bureaucracy is still far 
from treating them as such. Banking activities are heavily 
regulated, which inhibits the growth of such essentials as 
profit motive and responsiveness to changes in the market 
place. z 
The government sold off the last bank, Choheung Bank, 
to private owners in March last year but South Korean 


T he repeated financial šcandals of last year did little 


. banks are still operating as arms of Seoul’s industrial 


policies, lending to well-established borrowers on a prefe- 
rential basis at rates well under those charged on the kerb, 
the major source of funding for small and medium-sized 
firms and a substantial source, especially of short-term 
funding, for larger firms. One banking source estimated 
that at least 3096 of borrowings by major construction 
firms originated from the kerb. 

As well as being an arm of Seoul's industrial policies, 
what. are effectively preferential lending rates have also 
been an important feature of the anti-inflation drive of the 


past two years. Ironically, at the same time as impressive. 


cutbacks were made in the money supply last year, interest 


rates also came down without any decrease in the demand 
_ for money. At the end of 1983 M2 was up by 14.756 com- 


pared to a similar rise of 30.4% the previous year: M1 rose 
12.7% compared to a 51.2% increase in 1982. These impres- 
sive gains in holding down monetary expansion have un- 
doubtedly contributed to lower inflation rates but have 
also played a part in putting the entire rickety system under 


pressure, drawing out the financial scandals of 1983. 


In view of South Korea's troubles with inflation, it would 
be difficult to argue with the government’s overriding con- 
cern with the problem, which undoubtedly contributed to 
wards the voracious appetite which South Korean com- 
panies have shown for borrowed funds in past years. The 
low interest-rate policy, however much a distortion of mar- 
ket forces, may eventually bring the market into a healthier 
and more stable equilibrium than in the past when 


| both interest and inflation rates were Wen above 20% an- 
d securities companies, within the bureaucracy and now | ped | 
tween Japan and the US — will no doubt continue to pro- | 
luce gradual step-by-step ehanges; The Americans have so |. 
r missed a chance to focus the debate-more sharply: the- 


oint committee no doubt will have to meet two or three 


However, forcing this bitter mediene upon the country’s 


big borrowers isan unprofitable exercise. Due to repeated 


inti srest-rate cuts, the banks have had to lower interest 


rates on.deposits, which has further aggravated the tradi- 


tional difficulty they have had in raising funds. Profit mar- 
gins ` hav been dp rien hard hit t Uy the. fact that old i in- 










by heavy government involveme 


rowers and in developing bankin iques which would 
improve competitiveness. As one foreign banker put it: 
"Korean banks are not aggressive. They sit there and wait 
for the clients to come to them, while foreign banks chase 
each other after Korean corporations." 

The banks' slowness in responding to change has meant 
that technology has fallen behind, having started at a very 
rudimentary level. As one banker put it: "There areendless 
problems with documentation because cash is favoured 
and cheques are hardly used — paper — 
does not count for a great deal in this 
country." An example of this problem. 
was the chain of events that could have 
led to the collapse of Choheung Bank 
had it not been for government inter- 
vention: employees used their man- 
agers stamp to approve payment 

guarantees which went far beyond the 
bank's means. ———— 

Finally, staff morale due to low pay 
and the relatively low prestige of work ||. 
in banks have contributed to problems | | 
within the banking system as a whole. 
Low pay has encouraged corruption 
among employees who frequently use 
their positions within banks to arrange 
loans and take deposits on the kerb | 
market. Bank-employee corruption | 
usually takes two forms: banks are 
under great pressure to draw in new 
deposits and if employees can attr 
new accounts they get pay bonuses. || 
However, sometimes the new accounts | | 
are not real, being directed instead to | 
the kerb. On the other hand, bank em- | 
ployees also become brokers for kerb - 
lenders by directing customers (to 
whom they cannot grant loans) to kerb 
lenders. | 






«ghe government regards banks’ 
^problems as being due to the so- 
» called transitional period they 
are in, Not only is the economy moving || 
from a state of high inflation to more || 
stability in prices, but banks are only ||. 
beginning to find their feet as priva 
entities after years. as mere extensions | | . 
of the government. To improve the || 
banks’ performance, financial au- || 
thorities are recommending greater || 
managerial independence among the |]. 
banks along with both internal and ex- 
ternal supervision of transactions. To 
some extent these two goals may con- 
tradict one another, making banks. 
more subject to outside authorities 
while proposing they increase theirin- - 
dependence. Keeping an even line be- 
tween greater and less regulation will 
not be easy (but should not prove im- 
possible) in future. E 
What concerns many foreign bank- |. 
ers in Seoul is the lack of concrete steps: |. 
by the government.in the direction of | 


reforms. One observed 
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encouraged to take more responsibility over inter 
fairs such as staff appointments and decisions regard 
new branches. But without more encouragement thes 
tures may get nowhere due to the banks' lack of ini 
tive. = 
The number of foreign banks with branches or repres 
tative offices in South Korea grew from 44 to 46 in 1983. O 
particular interest to foreign bankers and government o 
cials alike will be the fortunes of Koram (or Hamnie) Bar 
a joint venture between the Bank of America and. a 1 
member consortium of major South Korean busines 
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terests including such names as Daewoo and Samsung, the 
latter holding the majority (50.1%) share of the Won 30 bil- 
lion (US$37.97 million) venture. Based on the performance 
of the Koram Bank (started in March last year) the govern- 
ment may consider further joint ventures. 

So far, Shinhan Bank, established by 25 Korean resi- 
dents of Japan, is the only other joint venture in the com- 
mercial banking sector. Shinhan appears to be thriving, 
opening eight branches in 1982 when it started and a 
further 12 last year. However, joint ventures monopolise 


- the merchant-banking sector: though they offer a full 


range of merchant-banking services, due to the underde- 
veloped markets in many of these fields they specialise in 
short-term financing. All the merchant banks are 50:50 
joint ventures and total assets amount to around a fifth of 
the foreign banks. 

Conflicts continue to simmer between foreign bank 
branches and the government over what bankers see as an 
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Conflict centres: not as much access as they would like. 


overly restrictive business environment in South Korea. 
The bankers’ main complaint is that foreign banks feel that 
their access to the South Korean market is severely con- 
strained in the following ways: 
» They have no access to Bank of Korea rediscounting 
facilities, which excludes them from export financing as 
well as denying them the ability to conduct profitable 
foreign-exchange business. 
» Access to local funds is tightly restricted. Foreign banks 
. must rely on swap lines with the Bank of Korea for won. 
This policy has held down the share of foreign banks in 
total won to around 3% in recent years. 
» Regulations such as separate reporting requirements for 
new branches strongly discourage foreign banks from 
opening more than one branch. 





are no exception to the pattern: all foreign businessmen 

have the same problem in South Korea. But the number 
of foreign banks opening offices in the country is still grow- 
ing and, given the projected growth of the economy, most 
agree that despite its frustrations this is a market which 
cannot be ignored. One growth area in coming years will be 
furnishing the increasingly complex financial services 
needed by South Korean firms as they expand operations 


I: finding the local market restrictive foreign banks 
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It is in the area of offshore operations that some foreign 
bankers have noted that financial management in South 
Korean corporations may have developed the fastest in re- 
cent years. “These guys can talk with the best of them,” said 
one American banker. In recent months the volume of 
offshore loans to South Korean corporations has grown 
considerably, helping to finance the country'a recent ex- 
port boom. The loans are typically small or medium-sized, 
averaging US$20-40 million. They are usually arranged by 
US banks, South Korea's other major creditors (the Japan- 
ese), favouring big loans to trusted public institutions. 

Regarding the country's total external debts, most 
sources appear confident that Seoul will be able to stick to 
its lower projected requirement of around US$1.3 billion 
from public sources and US$1 billion in commercial loans. 
The drop in interest rates last year meant that payments on 
loans were down by US$400 million last year from 1982. 
However, now that total external debts have passed 
through the psychological US$40 billion barrier there is 
wide speculation that the 
country's ratings may slip a 
notch. 

Most of South Korea's pub- 
licly held external debt is 
held through the two state- 
owned foreign-exchange 
banks, Korea Exchange Bank 
and Korea Development 
Bank. These two institutions 
appear to suffer from few of 
the problems of their 
privatised counterparts, hav- 
ing very close ties with a 
number of. foreign banks, 
particularly Japanese. The 
other big international bor- 
rower on the public side is the 
state utility Korea Electric 
Co. (Kepco) whose finances 
are a matter of periodic con- 
cern — though the govern- 
ment would never let it 
come close to dishonouring 
foreign borrowings — and 
the decision to scale down 
the country’s nuclear pro- 
gramme announced at the end 
of last year (REVIEW, 
29 Dec. '83) is widely rumour- 
ed to be linked to a weakness in the utility's finances. 

What seems certain in the near future is that the current 
drive towards liberalisation of the economy, which enjoys a 
devoted following among the country’s economic 
aparatchiks — predominantly schooled in the most liberal 
mould of American economic theory — will not be applica- 
ble to the financial sector for a long time. The necessities of 
holding down inflation and direct support of selected in- 
dustries will continue to mean that money will not be 
priced or distributed according to market forces, support- 
ing a black market in funds for a long time to come. These 
internal weaknesses will make it necessary to protect the 
banking industry from the full muscle of foreign competi- 
tion. 

When asked how the government planned to resolve its 
policy on interest rates, a highly placed Ministry of Finance 
official told the Review that he looked forward to com- 
pletely liberalised money markets and rates which would 
roughly reflect international levels for some time in the fu- 
ture. A common complaint by US bankers in Seoul is that 
they do not enjoy the same freedom of movement as 
branches of South Korean banks operating in the US. 
Given the current shaky nature of the domestic banking 
system in South Korea, both sentiments are based only on 
pipedreams. o 
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If Singapore’s visionary founder, Sir Stamford 
Raffles, could see his ‘little island’ in 1984, he 
would be justifiably proud. 

While many small nations struggle to escape 
the grip of poverty and war, Singapore is today 
one of the cleanest, most prosperous and safest 
city states in the world; and has been reliably 
predicted by the Economist Intelligence Unit to 
have the highest growth rate of any country over 
the next five years. 

In the less than 20 years since independence, 
the Republic has outstripped all its neighbours in 
terms of growth and industrial development. 

In the last decade the average growth rate was 
8.1% per year. 

By 1979 it had already become the second 


busiest port in the world, second only to Rotterdam. 


Now it is one of the world's biggest in oil 
refining capacity and oil rig building. 





Add to this ship building, burgeoning financial 
and business services and a flourishing electronics 


and construction industry and you can see why 
Singapore has been so successful. 

That such a ‘little island’ with a total area of 
618 square kilometres and 2.5 million population 
should achieve such a growth rate is in itself 
staggering, but more importantly, the country's 
complacency diminishes and productivity rises in 
direct proportion to any positive forecasts. 

In the heady days of initial growth, the 
government, recognising that the economy was 
overly dependent on low wage, labour-intensive 
manufacturing, embarked upon what has been 
known as ‘the second industrial revolution.’ 

A plan which will eventually see Singapore 
immersed in capital intensive, high technology 
services and industry. 

Labour-saving devices, technical training 
centres and an extensive education campaign in 
computer technology have all been introduced. 

And even given the vagaries of the 
international economic recession, this 'revolution' 
is succeeding. 

Inflation has declined, the trade gap narrowed, 
total trade in 1983 was worth US$50 billion and 
the overall prognosis for growth, especially in the 
construction and financial sectors is still very good. 

Trade growth in 1983 was 4.496, while the 
construction industry grew by 29% in the same 
period and the financial and business services 
sector rose by over 16%. 

Hard work, sound economics, an adventurous 
attitude and stable government, backed by 
enlightened financial management have all 


Head Office: 1. Bonham Street, 5401-00, United Overseas Bank Building, Singapore 0104. Tel 919988, Telex RS 21539 & RS 21804 TYEHUA Cable TYEHUABANK. Malaysian 


Bangunan Lee Wah Bank, 10-14, Medan Pasar, Kuala Lumpur. Tel 288344 Telex MA 30265 LEEWAH Cable BANKLEEWAH, H 


Kong: 54-58. Des Voeux Road Central, Hong 


TYEHUA Cable TYEHUABANK London: 19, Great! Winchester Street, London EC 2N 2BH Tel 01-628-3504/7, Telex: 888278 TYEHUA G, Cable TYEHUABANK New York: 130, 
Calitorma 90017-3478, Te! 213-623-8042, Telex 6831011 TYHUA Cable TYHUABANK. Sydney: Suite 5, Level 60, MLC Centre, 19-29, Martin Place, Sydney. NSW 2000, Australia 
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contributed to Singapore's success story. 

Today the Republic ranks fourth in the league 
of international financial giants. It's the treasury of 
the Southeast Asian Banking System, as well as the 
lynch-pin of the Asian Dollar market. 

Obviously this dramatic growth in Singapore’s 
prosperity has been paralleled by, and made 
possible by the contributions of those financial 
institutions who seized the new opportunities and 
were prepared to commit capital to imaginative 
and aggressive marketing policies. 

The growth of the United Overseas Bank Group 
is, in this sense, synonymous with that of the state. 

Starting with a modest capitalisation of S$1 
million, the United Overseas Bank Group has 


emerged as the biggest banking group in Singapore. 


United Overseas Bank Group—Financing to Commerce. 
1983 


. 1982 
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Gross assets have tripled over the last five 
years to S$15 billion in 1983, which in itself 
showed a rise of over 20% compared to the 
previous financial year. 


Among the more significant recent bond 
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issues, lead or co-managed, have been the 
European Coal and Steel Community Notes, 
(US$40 mm), Keppel Shipyard Convertible Bonds, 
(S$50mm), The Development Bank of Singapore 
Notes, (US$75 mm), and The City Bank of Taipei 
Funds, (US$25 mm). 

Syndicated loans managed by the United 
Overseas Bank Group include the Parkway Propertie 
(55100 mm), Ssangyong Construction, (US$86.6 mm 
and The State of Malaysia, (US$700 mm). 

Domestically the United Overseas Bank Group 
has the biggest network of 56 branches serving 
singapore's 2.5 million population and was first to 
introduce UniTeller — automated 24-hour banking 
and TeleBank, the unique home-banking service 
operated through any push-button telephone in 
Singapore. 

Internationally, it is well placed with a network 
of 92 branches and offices from Singapore to 
Malaysia, Hong Kong, Tokyo, London, New 
York, Los Angeles, Sydney and Seoul. 

Resourceful, innovative, adventurous, well- 
managed. 

If these qualities describe Singapore's meteoric 
rise, then they are just as apt for the United 
Overseas Bank Group, whose success exactly 
parallels that of the Republic. 

If you'd like to participate in the growth of 
singapore and its success, talk to 
Singapore’s biggest banking group. 

United Banks. The Bank 
behind the great adventure that 
is Singapore. UNITED OVERSEAS BANK GROUP 


Central Offices: Chung Khiaw Bank, Bangunan Lee Wah Bank, 10-14, Medan Pasar. Kuala Lumpur Tel 288211, Telex. MA 30232 CKBKL Cable CHUNGBANK Lee Wah Bank 
Kong Tek 5-257171, Telex HX 74581 TYHUA. Cable TYEHUABANK Tokyo: New Kokusai Building. 4-1, 3-Chome, Marunouchi, Chiyoda-ku, Tokyo Tel 216-4251, Telex J 22178 
Liberty Street, 27th Floor, New York, NY 10006 Tel 212-775-0560, Telex 232265 TYHA UR Cable TYEHUABANK Los Angeles: 911, Wilshire Boulevard Suite 1800, Los Angeles 


Tei, 221-1924, 221-2518, Telex AA 73507 TYHUA. Seoul: Suite 1015, 10th Floor. Samsung Main Building, 250, 2-Ka, Taepyung-Ro Chung-ku, Seoul Tel 778-2881. Telex K 28978 TYEHUA 
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Where electronic banking accurately 
reflects your foreign exchange needs. 


The Citi of Tomorrow. Where electronic banking 
brings you up-to-the-second facts about fluctuating cur- 
rencies. Facts that identify trends, safeguard capital, and 
are compiled from over 2,400 worldwide Citibank offices. 

Case-in-point: Suntory Limited — the largest producer 
of Japanese whisky, wine, beer and other beverages - has 
been rapidly expanding into overseas markets. To help 
Suntory keep up with its growing foreign exchange 
management needs, Citibanker Tatsuo Umezono 
explained how electronic banking could put the latest 
rates and trends at the company’s fingertips. Read 


on to learn how. LEZ B= 





C) 1984 Citibank, N.A. Member FDIC 
The Citi of Tomorrow 

and Global Electronic Banking 

are service marks of Citibank, N.A 
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Where Suntory gains almost $1 million by 


improving foreign exchange management. 


Within one year, Citibank s electronic banking helped 
save almost $1 million for Suntory by increasing staff 
productivity and improving foreign exchange management. 

Suntory, Japan's oldest and largest distiller, uses 
electronic banking to identify currency trends, obtain 
financial analysis and advice on international markets, and 
reach buy or sell decisions on up to 22 currencies and 
money market instruments. 

Says Suntory President Keizo Saji: “Electronic bank- 
ing helps us make daily decisions on foreign exchange— 

a vital service for an expanding import/export operation: 
To learn more, contact a Citibank account manager. 


With the Suntory Museum of Whisky in the background, 
Suntory's President Keizo Saji (1.) and 
Citibank Senior Vice President Tatsuo Umezono 
consider new ways to implement electronic banking 
for improved treasury management. 


CITIBAN(GO CITICORP" 


GLOBAL ELECTRONIC BANKING 








By Elizabeth Cheng 


he buzzword in the banking world is trade financing. 
"That's wherethe gravy is," saysa Hongkong banker. 
The loan-syndication market where the big numbers 
game is usually played, is set for another quiet year after 
the boom at the turn of the decade. Some bankers have re- 
ported a 50% decline in annual business since 1982. 

Wardley, the merchant-banking arm of the Hongkong 
and Shanghai Banking Corp., for example, saw its business 
in the syndication market drop by half in 1982 — from a 
1981 peak of about 20 deals done in Hongkong — but man- 
aged to halt the decline in 1983. The Hongkong Bank, how- 
ever, was 1983's top lead-manager in the Asia-Pacific re- 
gion with US$837.6 million worth, though this was consi- 
dered an aberration. A substantial portion of the volume 
was due to the restructuring of a HK$4 billion (US$513 
million) loan for Hongkong Land. The Hongkong Bank is 
normally not a major player in the Asian market, a bank of- 
ficial told the REVIEW. 

Bankers say they are confronted with a borrowers' mar- 
ket in general. With the exception of the Philippines, In- 
dochina and Bangladesh, countries in the region are re- 
garded as creditworthy. But many, in particular Malaysia, 
Thailand and Indonesia, are reducing their borrowings as 
part of an austerity programme to limit spending and trim 
budget deficits in the wake of falling exports. 

India is expected to become a regular borrower in the 
commercial arena as its soft loan sources — World Bank 
and related agencies — start to dry up. Until 1980, conces- 
sional and bilateral credits made up roughly 80% of all its 
foreign debt. Such credits have now been substantially cut, 
an executive of a leading Indian bank said. The country's 
commercial borrowings were some US$1.2 billion in 1983 
and this is likely to be repeated this year. State-owned Air 
India and Indian Airlines are expected to enter the field 
this year to seek sizable financing for the purchase of new 
aircraft. 

South Korea, despite its heavy debts, continues to enjoy a 
good credit rating. The state-owned Korea Exchange Bank 
recently arranged a US$650 million loan for eight years 
partly at 0.75 point over Libor (London interbank offered 
rate, currently at around 10.75%). The loan is likely to be 
the single biggest South Korean borrowing this year. The 
country is the world’s fourth-largest debtor and Asia’s 
largest with a foreign debt of more than US$40 billion. 
More South Korean banks and construction and engineer- 
ing companies are expected to tap the market in coming 
months. 

Indonesia, which borrows regularly and fairly heavily, 
clinched the biggest single-credit facility so far this year — 
an eight-year, general purpose loan of US$750 million 
(US$600 million at 0.75 point above Libor and US$150 mil- 
lion at 0.20 point over the United States prime rate). The 
deal — signed in March — was raised from an original 
US$500 million. 

Malaysia is also highly sought-after though recently it 
has tended to diversify away from borrowing on the open 
market — it concluded a Canadian dollar loan deal — 
C$150 million (US$118.58 million), eight-year maturity — 
and placed a US$850 million floating rate notes (FRNs) 
issue. It recently announced a US$150 million, 10-year loan 
facility for its highway authority. A general-purpose loan 
may follow. Thailand, a modest borrower, is also tapping 
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The 1985 look: HSBC, top lead-manager in Asia-Pacific. 


the FRN market. It will sign soon a US$85 million FRN 
issue arranged by Manufacturers Hanover. The spread is 
considered very fine at 0.125 point over the six-month 
Libor with interest fixed quarterly (an unusual feature) 
and carries a minimum interest of 5.25%. The 16-year bond 
issue is retractable to 13 and 10 years and gives a yield of 
around 0.38%. 

Banks are practically forced to become FRN investors 
because of the thin, loan-syndication business, says a 
Citicorp executive. Although the spreads may be thinner 
than those for loans, banks favour FRNs for their trade- 
ability and short-term nature. Many countries regard 
FRNs as liquid assets; and to the borrower, the cost of a 
FRN issue is less than that of a syndicated loan. 


Singapore, Australia, New Zealand, Taiwan, Japan 

and Burma. The last two countries have never used 
the syndication market while the others rarely borrow, 
bankers say. China, however, is expected soon to arrange a 
massive loan of some US$1 billion as part of a financing 
scheme for the building of a nuclear power plant at Daya 
Bay, north of Hongkong. Terms of the facility are expected 
to be very fine with a maturity of as long as 15 years. 

With practically all the loans syndicated on a floating- 
rate basis, the long-term fixed-rate market is almost non- 
existent. But German banks such as the state-owned 
WestLB — limited by domestic banking regulations in their 
participation of US dollar-denominated loan syndications 
— are trying to popularise long-term, fixed-rate 
Deutschemark loans. WestLB's Hongkong branch general 
manager Andrew Littauer says this type of loan is based on 
the projection that the Deutschemark will not be as strong 
as other major currencies in the next few years. It would 
make sense to borrow in a relatively weak currency say, at a 
fixed rate spread of 9-9.25% over an eight to 10 years 
period for Deutschemarks loans; however, yen loans are 
often cheaper. The offset is that the yen is likely to 
strengthen considerably, barring unforseen circumstances, 
in the near future. 

With loan spreads getting smaller at up to 0.75 point over 
the cost of funds, trade financing at around 0.5 to 2-3 per- 
centage points is unquestionably more attractive. Its 
growth here has been commensurate with the improvement 
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O ther favoured borrowers include China, Hongkong, 















Hongkong's merchandise trade performance. A Citibank 


ge of 10-15% a year over the past five years. More sig- 
antly, third-country flows or the switching business 








| grow by 20-25% a year. Statistics on such trade flows 














in Hongkong. In line with Hongkong's trade performance 






creased at a faster pace than its import business at 20-3096 
mpared with 10%. Much of the switching is done on 







goods from industrialised countries to China. 









dex bility of its traders — 
: their goods to get the best price," said a banker. Al- 
gh letters of credit (LCs) and bankers' acceptances — 







pular instruments used, new variations are emerging. 






of setting up a market for yen-denominated bankers' ac- 
ances. (Bankers' acceptances are bills of exchange en- 
‘sed and guaranteed by a certain bank which then sells 
Lon the money market for a small discount.) Little sec- 
lary trading takes place in Hongkong at present. 

the relaxation of certain banking laws in the US, 
rican banks are entering trade finance with new vig- 
'. The US Export Trading Company Act of 1982 allows 
aks to set up wholly owned export trading com- 
and be involved i in hitherto forbidden services such 





















































Teresa Ma in Hongkong 





domestic leasing in 1983, the market remains very 





iness for most leasing firms here. Leasing is a limited 
d because Hongkong industrialists and businessmer 





asing promises few tax benefits. 
easing companies in Hongkong prefer finance leasing 
0 operating lease arrangements as the former offers lessees 


third party and the lessee is not obliged to purchase the 
quipment at the end of the average three-to-five-year 


‘hase which is allowed’ tax deductions only on interest pay- 
ments. 

With a relatively low profits-tax rate of 18. 5%, leasing 
n Hongkong permits, only slight tax deductions. “It is 
robably true that one of the reasons leasing in Hong- 
cong has not been a major financing instrument is be- 
sause of the low tax incentives,” said Peter Morris, 


hereby the financing is arranged in Hongkong for goods - 
ped direetly from country A to country B) has ex- 
nded sharply. Some banks have seen business in this 






apanese banks appear to be leaders in this sector, helped | 
y their close links to Japanese trading houses. A Bank of 
okyo executive estimates that the switching business ac- - 
counts for some 30% of the bank's total trade transactions 


last year, the bank's export financing business has in- | 


Iber exports from Malaysia and Indonesia to Japan and | 







| pur from the large number of financial institutions | 
iere, a primary reason for using Hongkong is the | 
| “they know where to 


h are mostly denominated in US dollars — are the most 


anese banks, for example, are looking into the possibil- | 


D) Seite a triple- digit growth rate in Hongkong s 


all. Overseas leasing transactions have been the bigger | 


eater tax benefits. In finance leasing, the lessor holds the. 
le to the asset until the equipment is disposed of or sold to 


ease agreement, The lessor may claim depreciation allow- | 
nces while the lessee's rental payment is entirely tax de- - 

ictible. A lease agreement which sets down a purchase - 
'ondition for the lessee is considered a form of hire-pur- - 





managing director of United Merchants Finance. Tax | 






de executive estimated that business has grown by an- Lu 
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which “will de coni | 
sidiary — competin f 
trading companies, 
in-house publication. 2 

CITC, which has its regional basé'in/Horngkorig, is con- - 
centrating for the time being in helping Filipino exporters 
(mainly those in the garment business) sell their goods in 
Hongkong and the US. The group's managing director, Ed 
Pozon, says a newcomer is faced with keen competition 
from the established players such as the Japanese. For now, 
the bank will focus on helping its existing clients. “We 
don’t get much business from Hongkong exporters because 
they already have their own set-up,” he notes. In the 
longer-term, the bank may eventually exercise its right to 
become an importer/ exporter of goods. 

To improve its competitiveness, the bank has recently 
made available electronically issued LCs which, Pozon 
claims, cost 50% less than the traditional way of opening 





according to Citibanker, the bank' ^s 





LCs. A trader with a minimum volume of US$50 million a 
year would justify the use of a Citibank terminal. Under- 


standably, there are only a handful of buyers here who 
could take advantage of that service. Another area that the 
bank is keen to promote is à forfait — this involves the pur- 
chase from exporters of their trade bills at a discount with- 
out recourse to the exporter. The bills are usually guaran- 
teed by a bank in the importer's country to cover commer- 
cial risk. The bank or forfaiter then resells the paper to in- 
vestors — mostly other banks — for less than face value. 

While the service has long been offered by European banks 
in Europe, the idea has not taken off in Asia. Just as bank 
ers' acceptances are easily created in Hongkong but lack 
tradeability here, forfaitage is seen to be in the same genre. 

Such paper will not become widely traded here as long as it 
is not treated as a liquid asset by the pongong Govern- 
ment, some bankers say. A 








deduction on leasing expenses is no real incentive if in 
the early stages the lessee does not yet make sufficient pro- 
fits to pay taxes. . 

At the moment, when there is much liquidity in the mar- 
ket, bank loans are relatively cheap while leasing, which is 
funded on theinterbank market, usually costs three-to-five 
points above the interbank rate. Leasing is attractive be- 
cause no down-payment and therefore no big capital ex- 
penditure is required. Repayment is divided into monthly 
instalments in conventional leasing: schemes. The other ad- 
vantage is that leasing, because it is off the balance-sheet, 


h .|. allows the user to keep his credit lines free for other ex- 
fer to buy and own rather than rent equipment. Also, | | 


penses. 

Leasing computers and other office automation equip- 
ment, though smaller in money terms than leasing ships 
Or aircraft, will be the fastest growth sector for Hongkong 
in coming years, said Brian Evison, chairman of the Hong- 
kong Equipment Leasing Association and director of 
Wardley Leasing. “Japan has the second-largest [domestic] 


leasing. business in the world and 46% of its leasing busi- 
ness is for office-automation equipment.” | 


Some leasing companies are hoping that local leasing's 
turnover will rise by at least 50% in the year ending June 
1984. In the first half of 1983, leasing business volume 
reached HK$715 million (US$91. 66 million), a multiple in- 
crease from HK$177 million at year-end 1982, according to 

a survey by the leasing association. Evison forecasts that 
leasing in Hongkong will double in the next five or six 
years. "The combination of today's high cost of debt 
financing, high levels of inflation and low economic growth 
in'some industrial sectors . . . tell us that lasing will — 


dramatically,’ - he said. 
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We have maintained business relations with part- 
ners in the countries of Asia ever since the early 
1950s. In 1979 we opened a representative office 
in Hong Kong. And to offer BfG clients a much 
wider range of services, we recently established a 
branch office at this important financial center. 


With more than 7,000 employees and a consoli- 
dated balance sheet total of DM 56.4 billion, BfG 
is one of Germany's foremost universal banks. It 
operates an efficient network of more than 250 
branches in Germany, maintains bases in all key 
commercial centers abroad, and cooperates with 
more than 3,000 correspondent banks throughout 
the world. 





The greater the choice, the better for 
the customer. Why should it be any 
different with banks. 






All this didn't just fall in our laps. We owe our 
present position to service which has convinced 
private clientele and German companies alike 
that we are good people to do business with. 
And that's what we aim to do 


in Hong Kong, too. Cl à lleuge e. 


BfG:Head Office, Theaterplatz 2, 

D-6000 Frankfurt/Main 1 

BfG:Hong Kong* 

6th floor, Bank of Canton Building ! 

6 Des Voeux Road Central, G.P.O. Box 11272 
Hong Kong, Telephone 5-251128 - Telex 64981 HX 
BfG:Finance Asia Ltd, c/o BfG:Hong Kong 


‘incorporated with limited liability in the Federal Republic of Germany 


BiG:Bank für Gemeinwirtschaft 
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Jf a desert 


By Andrew Tanzer in Taipei 


983 was a year many of the 31 foreign bank branches 
12 in Taipei would like to forget. With an 
almost uncanny monotony, each passing month 
brought news of yet another major local enterprise unable 
to repay its loans. Scarcely a foreign bank escaped having 
its fingers burned — in all, this group had an estimated 


US$200-300 million in credit out to 15-20 companies that- 


went bust. 

But banks will not forget and the wiser of them will learn 
from their mistakes. Already lending practices are chang- 
ing. Foreign banks have become more conservative, asking 
for more collateral from their clients and shying away from 
the murky middle-market firms unless these can offer solid 
security such as property. In response to a series of scandals 
in the accounting profession, the banks have drawn up a 
roll of acceptable auditing companies and insist that bor- 
rowers stick to this list. 

The financial distress of the stricken enterprises is not 
hard to trace. Although they cut across a wide range of in- 
dustries, most were highly leveraged manufacturers unable 
to ride out the deep global recession. Many were afflicted 
by incompetent management and ill-considered invest- 
ments outside their lines — typically, speculation in the 
local property market, which turned sour in 1981. The 
highly publicised accounts of company bosses jetting to the 
United States with company money were more a symptom 
of financial collapse than a cause. $ 


Taiwan citizens: looking forward to rising interest rates on the NT dollar. 


The zeal with which foreign banks lent to such a motley 


' crowd of enterprises is rather more difficult to understand. 
-. True, the newer entrants to the local banking scene, espe- 


cially European banks, may have lacked a firm grasp of the 
minefields in Taiwan's corporate landscape, but even the 


_ aristocrats such as Citibank and Bank of America took 


their lumps, 
The banks, eager to expand their loan portfolios, were 


— forced down-market by intense competition. Although the 


number of foreign-bank branches has soared from 12 in 
1980 to 31 today, as a group they have actually lost market 
share to local banks. For example, foreign banks’ share of 
total bank assets in the local system has dipped from 9.6% 
at the end of 1981 to 6.4% in January 1984. Low NT dollar 
interest rates (vis-a-vis the US dollar) have caused local 
companies to shift their short-term borrowing to NT dol- 
lar-denominated loans, in which local banks enjoy cheaper 
funding costs. The increased competition among foreign 
banks has also eroded margins on term loans — from 1.5- 
1.75 percentage points on loans to top customers, spreads 
have dwindled to 0.375-0.5 percentage points. 

In lending to firms in the middle-market tier, foreign 
banks followed credit practices in the US and Europe of 
making loan decisions based on borrowers’ financial state- 
ments and cash flows. This policy contrasts sharply with 


— the asset-based, collateralised lending of the cautious local 


Chinese banks, familiar with the accounting tricks of 
Taiwan's enterprises. “When I read the financial statement 
of a customer, I usually take it with a grain of salt,” com- 
mented one senior local banker. 


300 million in problem loans, some local bankers, 

their loans fully secured, are thumbing their noses at 
foreign banks. While some foreign banks clearly made fun- 
damental mis-assumptions about the nature of audited fi- 
nancial statements in Taiwan, the long-term solution lies in 
a house-sweeping of the accounting profession, not higher- 
collateralised lending. Audited statements not worth the 
paper they are written on bedevil intelligent lending deci- 


A Ithough local banks also have an estimated US$200- 


. sions by both foreign and local banks. 


In the wake of repeated accounting scandals, the govern- 
ment, led by the Securities and Exchange Commission 
(SEC), has begun a reform of the profession. SEC is pro- 
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3rd Asian International Electronic Communications 1st South East Asian Business, Office Communications, 
Show & Conference | Hardware & Software Show & Conference 

























23-26 May 19! 
World Trade Centre Singapore 
1100 - 1800 hours 


As the established forum for the region's PTTs and 
major end users, CommunicAsia/InfotechAsia is a 
major opportunity for you to discover the latest in 
telecommunications and office communications, 
with particular emphasis on Asia's requirements. 


The four day event comprises three main elements: 


* An international exhibition of more than 400 
companies from 24 countries including groups from 
Canada, Denmark, Federal Republic of Germany, 

France, Israel, Italy, Switzerland, United Kingdom, 

Western Australia. 


Individual exhibitors include: _ | 

AT & T International, Alcatel — Thomson, Arianespace, 
LM Ericsson, Fujitsu, Hughes Ai — ITT Corp., Japan 
Radio, Mitel, I, Motorola, Phil ips, P NEC, Nixdorf, 
Northern Telecom Sieme lectric, 
Telenokia, Toshiba... .. 


* A major international conference of more than 50 
technical papers at the CommunicAsia/InfotechAsia 
Conference. "GN A y P de 

* A two day seminar sponsored by the International 
Council for Computer Communication (ICCC): 
‘Future directions in computer communications ~ 
infinite possibilities for an information society” 















Please send me further details on CommunicAsia/InfotechAsia84 
C] The CommunicAsia/InfotechAsia Conference 

LI The CommunicAsia/IntotechAsia Exhibition 

C] The ICCC Seminar 


Name 
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Please return to Singapore Exhibition Services (Pte) Ltd. 
11 Dhoby Ghaut 413-01 Cathay Building, Singapore 0922. 






Plan your visit now. Send for details today 
or contact the organisers direct. 















Exhibition Services (Pte) Ltd 
t4 13-01 Cathay Building, Singapore 0922. 
3516 Telex: RS 23597 SING X 
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CPAs — elt licences by passing" the test: the 






ment, particularly SEC, doesnot enforce accounting 










tiny and gives government agencies more po 
amine their finances. 

ompanies need to understand the ER of accu- 
accounting before winning the uphill battle of restor- 
— or giving — credibility to the profession. For in- 
ce, Formosa Plastics, the biggest 
wan, reportedly spends only NT$200,000 (US$5,000) a 
ron its audited statements. A sense of professionalism, 
e commodity in many fields on the island, needs to be 
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acau Governor Vasco de Almeida e Costa has 
proved himself an ambitious man who has stirred 
up this tiny territory with legislative reforms. But 
political ambitions may take him back to Portugal to 
est the 1985 presidential elections. In any case, if Por- 
uese President Ramalho Eanes loses office in 1985, his 
cessor is likely to nominate a new governor of Macau 
» will bring with him a new executive team. 
Imeida e Costa and Economic Affairs Secretary Joao 
onio Morais da Costa Pinto, have devoted much effort 
r the past two years to liberalising and strengthening 
u's banking sector. If their success has so far been 
lest, that may in part reflect the dependence of 
'anese finance on Hongkong, where banks had a lack- 
e and often nerve-wracking 1983. 
en last September's confidence crisis in Hongkong 
the Hongkong dollar to an all-time low against the 
ted States dollar, Macau monetary officials were dis- 
yed by ther ealisation that Macau, having bound itself to 





















en: instability. Since 1977, the pataca has been fixed ata 


-HK$1:Pataca 1.03). An attempt last September to re- 
ue the. pataca was short-lived and caused large foreign- 
exchange losses for several banks. 

slesias Tomas, director of Macau's monetary authority, 
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igkong's past stability, was linked to Hongkong's pre- - 


lic htly discounted rate to the Hongkong dollar (cur rently 1 
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pre-expor t loans, dried up quickly. 





jhe gover nment implemented the s egime partly. 
'eighing on the state-owned local banks. Currency 
-US dollars for NT dollars — with.a tenor of 








focal banks: borrowing in the interbank market has eased, 
with maturities lengthening from one to six months. From 
mid-1983, foreign banks have been permitted to offer six- 
month time deposits, with a ceiling of 12.5 times paid-in 
capital, ora maximum of NT$2 billion. No ceiling has been 
clamped on foreign banks’ guaranteeing of bankers accept- 
ances (BAs), which are generally used for trade finance. In 
June 1983, the amount of BAs outstanding surpassed com- 


the Instituto Emissor de Macau (IEM), is relieved that a link 
has been established between the Hongkong dollar and the 
US currency, via Hongkong’s Exchange Fund, at 
HK$7.80:US$1. *Now we are indirectly linked to the US 
dollar," said Tomas. "Stability is good for a small economy 
like ours.” Some 75% of money supply is in Hongkong dol- 
lars, according to the IEM, despite the administration's ef- 
forts to encourage the use of the local currency: civil ser- 
vants are paid in patacas and exporters are required to sell 
to IEM 50% of export receipts. In the absence of a local in- 
terest-rate agreement governing maximum return to de- 
positors, rates in Macau follow Hongkong trends. 

Claims by banks and deposit-taking companies in Hong- 
kong accounted for half the gross liabilities of Macau banks 
in 1983, according to IEM. The recent volatility of the 
Hongkong dollar is reflected in the predominance of US 
dollar-denominated deposits in Macau by non-residents 
(mainly Hongkong institutions) — 94% at the end of 1983. 
Residents’ Accounts also favour the — their 
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1.1: Currency in circulation 2 
1.2. Demand deposits 926 | 1,261 
2. Quasi-monetary liabilities 2,393 | 3,195 
2.1. Short-notice deposits 403 399 
| 2:2. Time deposits 1,990 | 2,796 
3. M2(1+2} 3,534 4,694 
4. Bank assets overseas 3,715 |. 6,321 - 
5. Bank liabilities overseas 1,415 | 4,170 
6. Net foreign assets (4—5) 2,200 | 2,157 
7. Total domestic bank loans 2,371 3,679 
7.1, To individual and private 
companies | | 2,314 3,621 
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Some foreign banks’ best busines: s such as US- Loitar 


ths expanded rapidly ‘between foreign and . 









ip showi i 
a massive Cade surplus, savings deposi 
faster than bank loans (27.5% compared to: 





dismay of foreign banks, is trying to sop up excess NT-dol- 
lar liquidity by instructing state-run enterprises to pay off 
US-dollar loans and borrow NT dollars. 


A cap may be put on BAs because some finance officials ~ 


consider the lack of one a loophole (there is a ceiling on CP). 
Besides, finance authorities argue, BAs are being misused 
as working capital not tied to a transaction. . 

Banking sources are agreed that interest rates, stable 
since March 1983, will rise later this year. This is despite 
the fact that real interest rates are high (prices are essen- 
tially flat), which is encouraging enterprises to reinvest 
earnings rather than take out fresh loans. But the govern- 
ment expects borrowing. and inflationary — to build 
through the year. | 

Kerb-market rates have already moved up. By not rais- 
ing bank- -lending rates: (and providne, more incentive for 





expanded. much bL 
756), but this E 
year the gap is narrowing. The government, much to the 
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local banking system, many bankers — both local 


grow something out of a desert." 











| te an already f ourishing kerb m 
cording to a government study, in the second half o o 
40% of private-sector capital ee were met 

















The great act of liberalisation for 1984 may fc the Oo 
ing of an offshore-banking centre in Taipei — now 
duled for July. The government, in a more realistic m 
appears to have lowered its expectations, intimating t. 
will be difficult for Taipei to compete with Singapor 
Hongkong in the short term. 

Foreign banks are waiting for the final tax regul: 
before deciding whether to open an offshore-banking u 
though many of the existing branches in Taipei ar 
terested, if only to fund themselves more easily for onst 
g. The Ministry of Finance is still trying to eas 
Ministry of Defence's tight restrictions on internation 
communications. Given the underdeveloped state 




































foreign —-are less than optimistic about the centre suci 
ing. As one foreign banker remarked: "It's like try 
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Banco Nacional Ultramarino 


Banco do Oriente Macau 
Banco Comercial de Macau - Macau 
Banco Portugués do Atlántico Porto 
Banco Totta & Açores Lisbon 
Banco Fonsecas e Burnay Lisbon 
Banco Tai Fung 3 Macau 
Banco Seng Heng © Macau 
Banco Hang Sang Macau 
Banco Weng Hang Macau 
Banco de Cantão Macau 
Banco Nam Tung. Macau 
Banco Luso Internacional Macau 
Hongkong & Shanghai Banking Ec "m Hongkong 
Overseas Trust Bank ue ES Hongkong 
Banco do Brasil Brasilia 
Banque Nationale de Paris Paris 
Citibank New York 
Chartered Bank London 
Banque Indosuez Paris 


Bank of Credit and Commerce 
International (Overseas) 
European Asian Bank 








Hamburg 
Source: Instituto Emissor de Macau. i 


foreign-currency (mainly US dollar) deposits have nearly 
doubled to 9% of total deposits by residents. Macau's depo- 
sits from overseas grew only 0.2% last year as a result of the 
removal in 1982 of Hongkong's 1596 withholding interest 
tax on foreign-currency deposits and, in 1983, the 10% tax 
on ————— E in Hongkong. 





booking loans as well as taking deposits. But the 
ontinuing absence of a comprehensive offshore 
banking law means that the government cannot fully regu- 
late such business. Macau last year saw the collapse of a 
local bank, Banco do Pacifico, which had thrived on depo- 
sits from Hongkong’ s Hang Lung Bank, which itself went 
under last October (REVIEW, 13 Oct. and 8 Dec. 
'83). Pacifico was put into liquidation in January this 
year. 

. Macau has 23 banks, of which 14 are foreign-incorpo- 
rated. Chartered Bank, Citibank, Banque Nationale de 
Paris, Banque Indosuez, Bank of Credit and Commerce In- 
ternational and European Asian Bank received full com- 
mercial banking licences while Mater Portuguese banks — 


Me banks are very active in offshore transactions, 


Cayman Islands 













exploration in the South China Sea. Macau Chi 
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Banco Totta & Acores, Pinto Sotto Mayor and Fonse 
Burnay — were —— offshore banking licence 
1983. 

IEM says s six new foreign banks have agr eed 
and build a local interbank money market rather 
turning to. correspondent banks in Hongkong for 
when the need arises. *Bankers are slowly contacting the 
fellow bankers here rather than .. . banks in Hongk ng 
IEM said. “But itis very difficult now to create an interl 
when there's much liquidity in the market." e 

Several foreign bankers are hoping to lend to proje 
China's Zhuhai Special Economic Zone, which is just n 
of Macau. Zhuhai expects to serve as a support base f 


far been its biggest inward investors, mainly in : 
offshoot industries. But it will be hard to break the « 
lished relationships between these investors and M: 
Chinese banks, including Bank of China (BoC) af 

Banco Nam Tung and Banco Tai Fung. Nam Tung. 
largest bank in Macau. Tai Fung, now 50% owned.b 
BoC, was run by Ho Yin, who until his death last yea 
regarded as Peking's senior representative in Macau. 
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T! his brief look at the likely relation- 
i T ship between banking in China, 
— over the next couple of decades is based on 


long-term benefits to the protagonists con- 
cerned, means that there is a reasonable. 
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direction -of China's economic develop- 


_ programme. A period of adjustment began 


_ ing a greater balance in economic growth. 
- Under the sixth five-year plan, promul- 
— gated in late 1982, a relatively modest an- 

nual growth of 4-5% was targeted for 1981- 
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By Bill Brown in Hongkong 
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Hongkong and the rest of the world 
projections of a number of recent develop- 


ments which, since they promise to bring 


chance that events will turn out as pro- 
jected. 
Key unknown factors are the speed and 


ment. In 1978 it was announced that China 
had embarked on its Four Modernisations 


the following year with the aim of achiev- 


85. However, actual growth turned out to 


- be approximately 7% for both agriculture and industry in 


1981-83. 


__ Aclue to the speed the Chinese economy might grow at in 
future can be gleaned from the Chinese leadership's call for 
_ gross annual industrial and agricultural- output to quad- 


D W.C.L. Brown is area general manager of the Chartered Bank, Hongkong, 
- and chairman of the Hongkong Association of Banks 
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The outlook for foreigners 
‘is now slightly rosier 





By Richard Frank 


prospects for foreign banks in China may finally be 

improving. The 50-odd foreign banks which raced 
each other to establish representative offices in China dur- 
ing the past five years have found little business. Tentative 
steps toward liberalising the environment for investment 
decisions led to too much building of the wrong kind of pro- 
jects, at least in Peking planners’ eyes — more and ex- 
panded cigarette factories and plants to manufacture bicy- 
cles and watches, for example, sapping resources from the 


| m here are grounds for cautious optimism that the 


_ energy and transport-related projects which are correctly 


placed at the top of Peking's list of priorities. 
This has resulted in successive across-the-board 


- crackdowns on construction investment in 1981 and 1983, 


sharply reducing the demand for foreign capital to finance 
imports from the heady expectations of a few years ago. 
Worse, from the foreign bankers' point of view, was that 
they found themselves competing in a tight market with the 
Bank of China (BoC), now awash with funds as China's 
foreign-exchange reserves have mounted to US$14.9 bil- 
lion as of last December — a six-fold increase in three 
years. BoC's hard-currency lending to.Chinese enterprises 
for equipment and technology totalled US$568 million in 
the first half of 1983 and is believed to have exceeded US$1 
billion last year. In contrast, foreign commercial lending in 
China in the first half of 1983 is estimated to have been only 


so conservative that 
“makes China attractive 





ruple from Rmb 710 billion (US$345.7 bil- 
lion) in 1980 to Rmb 2.8 trillion by 2000, 
representing an annual target growth of 
7.25%. Growth in industrial output is ex- 
pected to accelerate in the second decade 
(1991-2000), particularly in the heavy sec- 
tor. These targets are in line with the gen- 
eral impression of observers that current 
economic adjustments should succeed in 
placing the economy on a sound footing for 
higher growth in future. It seems clear that 
China has entered a period of stronger 
economic performance than much of the 
rest of the world, a performance which has 
become evident over the past few years 
when the West was in the grip of recession. 
China’s open-door policy, adopted in 
1978 as part of the modernisation pro- 
gramme, has led to an increase of 143% in 
the value of its foreign trade over the past 
five years, as well as the establishment of 
some 2,000 projects with direct foreign investment. 
Chinese Premier Zhao Ziyang said recently: “China has 
opened its door and will never close it again. Instead, as 
China realises its modernisation programme, its external 
economic relations will grow steadily in depth and width.” 
To speed up its economic development China will need to 
utilise more external sources of funds. The need should be 





US$10 million. BoC plans to issue US$2 billion in preferen- 
tial loans over the remaining two years of the sixth five- 
year plan (1981-85). 

Next year has been seen as the year when expanded in- 
vestment in energy and plant modernisation will finally 
generate demand for substantial commercial credits and 
there are signs that a thaw may indeed be on the way. A 
US$77 million loan to develop the Nanhai offshore-oil 
centre in Canton was announced in March. The 13-12 year 
loan, set for 0.625 point over the London interbank offered 
rate for the first six years and 0.75 point thereafter, is led by 
STE Générale. Co-managers are the Bank of East Asia, 
Lloyds International, Mitsubishi Bank, Credit Commercial 
de France and Chemical Bank. 

There are also signs of continued activity in hotel con- 
struction, which has served as a slender mainstay of com- 
mercial lending in China for the past three years: a US$90 
million syndicated loan to the Hongkong partner in the 
Garden Hotel project in Canton, a 50:50 joint venture be- 
tween Hongkong's Garden Hotel Holdings and Guangzhou 
(Canton) Lingnan Enterprises Co. under the Canton 
municipal government. Among the lead managers are BoC, 
Bank of Tokyo, Chartered Credit of Hongkong, First Na- 
tional Bank of Chicago, Industrial Bank of Japan, Orion 
Royal Pacific of the Royal Bank of Canada and CCIC Fi- 
nance. Other participants include Toyo Trust Asia, LTCB 
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jects, especially tho the energy 
offshore-oil development programme may require invest- 
ment of up to US$290 billion before the end of the century. 
Similar major inve nt will be required for the nuclear- 
power programme and for the development of coal mining 
and transport if China maintains its ambition to double 
coal production by 2000. 

The extent of China's borrowing is likely to be restrained, 
however, by a high degree of financial conservatism which 
is part of what makes lending to China so attractive. China 
acted rapidly to slow down the industrialisation drive in 
the late 1970s and curbed spending abroad. By so doing it 
was able to avoid the spiralling debts characteristic of 
other developing nations. It is now able to develop the 
necessary infrastructure before starting major projects, 
thus avoiding another common error among developing 
countries. External funding for building infrastructure 
such as ports and roads has mostly been in the form of soft 
loans from government and international financing agen- 
cies. 
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conditioned by its ability to attract development 

finance since commercial finance will follow the 
construction of more sophisticated infrastructure that can 
only be financed over a long period. The World Bank, 
though it has budgeted to commit up to a third of its al- 
location for Southeast Asia over the next. five years in 
China (or about US$7 billion), is very cautious about the 
rate at which China will actually be able to absorb fund- 
ing. 

The country's low, falling levels of foreign debt were re- 
ported at US$ 3 billion last September. About a third of this 
came from the World Bank. In contrast, its foreign ex- 
change at that time, benefiting from an export drive and a 
cautious industrialisation policy, amounted to US$14 bil- 
lion. Trade surpluses of Rmb 5.7 billion in 1982 and Rmb 2 


C: ability to absorb foreign finance will be partly 
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Asia, Amsterdam-Rotterdam Bank and DB Finance of 
Hongkong. 

BoC is also expected to put together a syndicated loan 
with foreign-bank participation of US$200 million for the 
Pingsuo coal mine in Shanxi province. Occidental Petro- 
leum of the US and the China National Coal Development 
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million in 1983 followed balanced trade in 1981. Although | 
Chinese leaders recently voiced a preparedness to move 
into deficit, the extent to which this will occur has yet to be 


seen. f 
One might ask what China is doing with these vt 
| 







foreign-exchange reserves: probably they are held in short- 
and medium-term deposits in world money markets, nota- 
bly in the Eurocurrency markets, where the London branch. 
of the Bank of China (BoC) has long experience to call on. 
There is speculation that China will maintain substantial. 
foreign deposits even when its current-account balances. 
have diminished and it returns to the market for major in- 
ternational loans — the reason being that it is easier to raise 
money in international loan markets if you have ample col- 
lateral. However, China has tended historically to avoid 
borrowing when it has any possibility of doing otherwise. 
In the meantime there is relatively little commercial lend- 
ing to China, though the country can afford it, the econo 
needs it and banks are falling over themselves to lend. 
The potential for foreign banks to participate in and con- 
tribute to the economy has been enlarged as a result of the 
adoption of the open-door policy as part of the modernisa~ 
tion programme. However, potential is the key word and- 
business for the some 55 foreign banks represented ee 
China has been slow, with the number and value of finan- 
cial deals actually consummated remaining small. , 
While one can envisage that the present representation oi 
foreign financial institutions in China will expand over the 
years, the most encouraging sign for the development of 
banking between China and the rest of the world would: 
seem to be BoC's ambition to join the international banking 
community in the outside world, rather than the policy of 
opening the door to foreign bank representatives in in deal- 








BoC , for example, has become much more active in deal- 
ing in certificates of deposit and in debt securities in the: 
London market where it has 55 years of uninterrupted op- 
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Corp. signed a preliminary agree- 
ment to develop the mine jointly 
last year, but the status of the pro- 
jects has been called into question 
as falling coal prices have under- 
mined some of the original finan- 
cial assumptions. Both sides have 
recently reaffirmed their commit- 
ment to the project, however. E 
A firmer prospect is the planned. 
US$4.6 billion nuclear power 
plant at Daya Bay in Guangdong. 
province, to be developed by à. 
joint venture between the 
Guangdong Nuclear Investment 
Co. and the recently formed Hong- 
kong Nuclear Investment Co. The 
Hongkong Government will 
guarantee commercial loans to the 
Hongkong entity up to HK$600. 
million (US$76.9 million), and the. 
joint venture itself is likely to seek. 
substantial additional loans as. 
well. D. 
` Although China's offshore oil- 
development programme is still in. 
a stage of preliminary exploration 
drilling, several related projects, 
such as the Nanhai Oil Centre and 
the Garden Hotel, are now under way — primarily financed 
through commercial loans — and discussions on other pro- 
jects are in progress between bankers and developers. Solid 
offshore strikes leading to commercial production would: 
generate demand for financing in billions (not millions) of 
dollars. , 
| 95 
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erations. It recently joined in underwriting a US$ 500 mil- 
lion note issue for Denmark and purchased some US$ 300 
—million Japanese Government bonds on the Tokyo sec- 
urities market. It has begun to join major international syn- 
dicates for projects in China such as the Garden Hotel 
Holdings development. Last year it made foreign-exchange 
- loans totalling US$ 41 million to joint ventures in China. It 
has, more recently, agreed to extend foreign-exchange 
| loans to foreign companies based in the special economic 
zones (SEZs) and has even said that it may do so in 
Guangdong province. 
— .1t is also expected that China will make substantial in- 
_ vestments to secure long-term supplies of natural resources 
_ (such as iron ore and wood pulp) and to gain access to ad- 
vanced technology and management skills. This will 
clearly create new opportunities for foreign banks. China 
- International Trust and Investment Corp. (CITIC) is likely 
to be the vehicle for such investments. 
_ As BoC becomes more familiar with international bank- 
ing techniques and more a part of the system, it will bring 
_ back international syndicates in China to work in conjunc- 
- tion with it there. Although foreign-branch banking may be 
permitted in SEZs, it does not seem likely that it will spread 
to any other part of China. 

Growth in China's external-trade, foreign-investment 
and external-financing requirements will be accompanied 
by a corresponding increase in the part played by Hong- 
kong which, because of its special position, has served as 
the base for many of those activities and for the financial 
institutions engaged in support of them 

There are in Hongkong 13 China-controlled banks with 
236 branches (out of a total 136 banks and 1,402 branches). 
Given the recent growth in their profiles and activities, one 
can hardly fail to arrive at the conclusion that their share of 
this market will continue to grow significantly over the 
years. This would be part of a general widening of China's 
economic involvement in Hongkong. 







By Manggi Habir in Jakarta 

he Indonesian banking industry is still going through 
T: major adjustment proċess as it responds to last 

year's fundamental shift in monetary policy. The 
government's decision to lift restrictive controls on the 
banking sector has effectively eliminated the barrier bar- 
ring competition among the three major banking sectors — 
state banks, private national banks and foreign banks. 
Most affected have been the giant state banks which are 
having to adjust more than the others to rising competitive 
pressures. Increased competition on the lending side has 
not yet happened due to the continued weak demand for 
loans. However, competition on the funding side is starting 
to be felt and some fear it will keep interest rates high 
throughout 1984. 

This year it is new tax legislation that the banks have to 
cope with. The doubling of withholding tax on offshore- 
loan interest is making loans originating from offshore 
banks more expensive and so already forcing some banks to 
consider making adjustments to remain competitive. One 
intention of this move is to restrain private-sector offshore 
borrowings in the hope of providing the government more 
flexibility in raising commercial borrowings abroad — a 
need expected to grow considering the large current- 
account deficit projected for the next five vears. 

The major event underlying the shift in monetary policy 
was last year's June bank-liberalisation policy (REVIEW, 16 





. June '83). Restrictive credit ceilings were lifted allowing 


banks to raise their loan levels more freely and at the same 
time raising competition among banks. Most banks, how- 
ever, could not take full advantage of this because of con- 
tinued weak demand for loans. 

The monetary authorities also allowed dominant state 
banks to set their own deposits and lending rates, previ- 
ously set by the central bank. The five major state banks — 
Bank Negara Indonesia 1946, Bank Dagang Negara, Bank 
Bumi Daya, Bank Rakyat Indonesia and Bank Ekspor 
Impor — together account for roughly 80% of bank indus- 
try assets (REVIEW, 22 Sept. '83). e 

The central bank wanted to reduce its subsidised funding 
— in the form of liquidity credits — primarily to state 
banks and to a lesser extent private national banks because 
of its inflationary and adverse balance-of-payment effects. 
But by the same token it had to restore the state banks' abi- 
lity to mobilise public funds. In the past, the state banks' 
excess liquidity resulting from Bank Indonesia liquidity 
credits could not be channelled effectively because of cre- 
dit ceilings leading banks to invest in short-term foreign- 
currency placements abroad — a situation which the gov- 
ernment wants to avoid. Around 20-25% of the state banks’ 
liabilities are made up of central-bank liquidity credits 
while around the same proportion of their assets are made 
up of foreign-currency placements abroad. 

Previously with lending and deposit rates fixed by the 
central bank, state entities having to place excess funds 
with the state banks — and major credit decisions still re- 
quiring central-bank approval — the state bank had little 
motivation to mobilise public funds or market loans. But 
now state banks are forced to compete and undergo a signi- 
ficant reorientation in their organisational structure and 
management strategy. Already, they are lobbying to be al- 
lowed to lend to foreign investment companies, an area 
they were barred from in the past. 

There was some concern that state banks, as a result of 
these measures, would become more commercially 
oriented. State banks, however, have insisted that they will 
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will gradually be 
Last June sta | 


promptly doubled their rupiah deposit 
rates from central-bank determined 


rates of 8-975. Private banks, largely | 
dependent on market funds, reacted | 
nervously to this move, fearing an es- | | 
calation of deposit rates. But as it | | - 
turned out excess liquidity i in. the mar- | 


ket following the March 1983 rupia 


devaluation — as investors converted [I 
their foreign-currency placements | | 
back into rupiah — helped dampen any | | 


sharp rise in deposit rates. The central 


bank also helped by maintaining 


liquidity credit at more or less stable 
levels. 

Towards the end of iie year, withthe 
banking industry's excess liquidity 
growing but lending oppo 'tunities still 
limited, the monetary authorities 
feared. that banks would convert their 
excess rupiah back into US dollar 
placements abroad. To discourage this, 
the central bank raised. the interest 
rates earned by banks on their rupiah 
and US dollar balances with t 
tral bank in excess of the 









ir reserve re- 


quirements to 13% and 10% respec- 


tively. This stop-gap measure, how- 
ever, was eventually lifted when the 
central bank came out with its two new 
monetary instruments early this year. 
These — the Bank Indonesia certifi- 
cates and the discount-window facility 


— are meant to replace the more direct | |- 


credit ceilings and designed. tomanage 


rupiah-liquidity levels in the market. | | 
Issuance and purchase of these certifi- P 
cates would allow the central bank to |` 
control money-supply levels while the - 


discount- window facility would allow 


banks with emergency liquidity pro- | 


blems access to central-bank funds, of- 
ficials explained. 


yO far only Rps 47 billion (US$47 





state banks. Carrying rates of 14%, the 


certificates have not been an attractive | 
buy for banks with bank-deposit rates | 
currently as high as 16-17%. The dis- | 
count window also carries a relatively | 
low 17.5% rate. So far only one bank | - 
has used this facility despite the high 


rupiah cost in the market. 
But despite the March 1983 devalua- 


tion investors remain cautious, prefer- 


ring to maintain rupiah funds in short- 
term deposits. Investors, therefore, 


were easy prey when devaluation | 
rumours spread rapidly towards the | - 


end of last year and in early January: 


and when the annual budget an- | 


nouncement was postponed for several 


rupiah desees from the eft low- put | 






i in million) worth of Bank Indonesia |: 
Ww certificates have been issued, a I 
major part of them absorbed by the | 
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a mad rush to buy US dollars temporarily tightening up the 
rupiah market. 

Although the rupiah market returned to normal after the 
budget announcement and assurances from the govern- 
ment, rupiah interest remained high. One argument was 
that confidence in the rupiah had not been fully restored, 
necessitating a higher-than-normal interest differential 
between the rupiah and the US dollar. Some bankers, how- 
ever, felt that this was a temporary trend and would even- 


— tually subside after 31 March. The banking sector, trying to, 
- show acceptable asset growth in major financial reports to 


Bank Indonesia at the end of March, often try to secure 
market funds during this time to shore up their assets thus 


— temporarily tightening the market. 


Others, however, expected high interest rates to continue 
throughout the year. They argue that investors' confidence 
in the rupiah will not occur that quickly, given the large 
current-account deficits envisaged. But more important 


- would be how the central bank manages the contraction in 
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of the industry's assets. - 





liquidity credits to state banks. Bankers fear that the cen- 
tral bank might start reducing the level of liquidity credits 


more noticeably now after keeping it more or less constant 
a year ago. This could force state banks to soak up public 
funds and thus tighten up the market. 


he government's intention to have Bank Indonesia's 

direct loans to Pertamina — the state oil company 

— and Bulog, the state logistics agency, switched to 
state banks could also have a contractionary effect if the 
banks had to fund these sizable loans amounting to about 
Rps 2.3 trillion using market funds. Last year, despite the 
weak loan demand, bank earnings were still high thanks 
to the much-anticipated March rupiah devaluation. But 
this year bank earnings are not expected to show much 
growth. 

Another important development largely affecting 
foreign banks' lending to Indonesia this year is the doubl- 
ing of the 10% witholding tax on offshore-loan interest 
under the new tax laws. The measure was meant in part to 
slow down private-sector foreign borrowings. However, 
the existence of bilateral tax treaties between Indonesia 
and nine different countries effectively nullified the hikein 
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advantage. si | 

These countries include Japan, Britain, West Germany, 
Belgium, the Netherlands, France, Canada, Thailand and 
the Philippines. A tax treaty between Indonesia and the 
United States is also about to be finalised. One conse- 
quence of this tax hike which makes offshore loans more 
expensive — the tax burden is normally borne by the bor- 
rower — has already forced banks not covered by any tax 
treaty with Indonesia to consider ways to remain competi- 
tive. 

One option considered was to switch the booking of loans 
to Indonesia from branches in non-tax treaty countries — 
such as Singapore and Hongkong where a large number of 
loans to Indonesia are currently booked — to subsidiaries 
incorporated in tax-treaty countries. But bankers were 
quick to point out that the switch to booking units away 
from the traditional Singapore and Hongkong centres will 
be extremly limited and temporary in nature. The capacity 
of these subsidiaries to absorb additional loans is restricted 
by their capital base and in addition the tax structure in 
those countries might not be at- 
tractive enough to justify the 
move, bankers say. 

Furthermore most tax treaties 
— except for those with Japan, 
Thailand and the Philippines — 
are currently subject to annual re- 
negotiation of terms which the In- 
donesian Government is already 
initiating with Britain, Canada, 
France, Belgium, West Germany 
and the Netherlands. To reduce 
this tax burden borrowers are now 
more willing to switch to low-in- 
terest currency loans: and though 
borrowers have urged banks to 
bear this tax burden, banks have 
largely avoided doing so — with 
the exception of Japanese banks — 
because of the limited capacity of 
their head office to absorb foreign 
tax credits. 

Many question whether the 
large withholding tax will be suc- 
cessful in restraining offshore- 
loan growth. The high rupiah-in- 
terest rates at 24-25% make 
offshore loans still attractive. Be- 
sides, rupiah loans — because of 
funding difficulties — are often 
just not available. Also, the only 
way that foreign banks — even those with branches in 
Jakarta — can lend to growth areas in Medan and Surabaya 
is through offshore loans. 

However, the government's recent concern about pri- 
vate-sector offshore borrowing is understandable given its 
own borrowing needs and its desire to maintain an accept- 
able debt-service level. It appears that for the moment, 
bankers still regard Indonesia’s economic outlook quite 
favourably. This was reflected in the government's first 
commercial-borrowing attempt this year which was well 
received in the market. Lead by Chase Manhattan Bank, 
Bank of Tokyo, Industrial Bank of Japan, Lloyds Bank In- 
ternational and Morgan Guaranty Trust, the eight-year 
term loan initially set at US$500 million was subsequently 
raised to US$750 million. 

Compared to last year's jumbo loan the spreads for banks 
are more attractive, but the normally lower-priced London 
inter-bank offered rate portion is now 80% of the loan com- 
pared to 50% last year. The remaining portion's interest 
cost is based on US prime: 1983 has been a hectic year for 
the Indonesian banking industry. Bankers are hoping that 
this year they would be given at least some breathing space 
to adjust. o 
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hen we tell people that Nixdorf 
has an international support sys- 

em, it is rare that any of them fully 
ippreciates what those words really 
nean. To begin with, they mean 
386 support and service locations in 
35 countries around the world. 

So far, so good. But that's only the 
»eginning of the story. 

Because in a great many cases, 





hardware and software problems don't 
really require a house call with Nixdorf. 
If you find that hard to believe, don't 
worry. It's the result of one of the most 
advanced technological concepts in 
the computer world. 

Suppose you want to modify a pro- 
gram in a Nixdorf computer, or sup- 
plement one. You can do it by tele- 
phone. Even over long distances. 





Across borders and oceans, if necess- 
ary. In fact, one Nixdorf computer can 
modify a program in dozens of other 
locations. It can add to the program, 
delete from it, and make other kinds of 
changes. Even repairs can be effectec 
via phone lines. 

Because the support location in 
charge can access diagnostic pro- 
grams, so that your Nixdorf computer 


Nixdo: f .omputerc- van 
never get lonely 








can tell their Nixdorf computers just So when you think of Nixdorf, think of Nixdorf Computer AG 
what's troubling it. And their Nixdorf the support of our 17,000 people who . Fürstenallee 7, D-4790 Paderborn 
computers can come up with an work to keep you satisfied. Tel. 5251/5061 30 
answer, and fix the problem on the And think of our unique remote 
same phone line! support, where even our other com- 
If a service call does become nec- puters work to keep you satisfied 
essary, the diagnostic computer even faster. 
supplies the servicing engineer with Call and see us at the German Trade 
precise facts about ide dieci SO Show in Tokyo, 23 April — 6 May 1984, NIXDORF 


he can get it working again very fast. Stand 516, Hall C. COMPUTER 


The widest se 


Our new Super Club business class offers vou there is only room to fit them in six abreast instead 
the widest seats in the air. So wide that they aren't of the usual eight. But though the seats may be few 
the easiest to fit through the door. And so wide that and far between, the cabin attendants are not. There 
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it in the air. British 
are just as many of them as before, which means So now Super Club is on all our long-haul ritis 


they can now give you more personal care and routes, you'll find that however far you go your flight alrwa S 
attention than ever. will be a calm and restful one. 


The worlds favourite airlin 





Japan's largest asset: 





» 


Kk: 





“Japan's largest ban 























MER OEE Perhaps the single greatest resource that has made Japan the economic 
EE Total Deposits | power itis today is its people; and those people have chosen to make DKB 
25.000 - 


Unit: Billion Yen| p" Japan's largest bank, with assets of more than USS114 billion. The reason? 
a No bank better understands the hearts and minds of the Japanese people or 

Japan's financial world. How? Through DKB’s vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKB's becoming the bank chosen by one out 
of every two foreign or foreign-atffiliated companies in Japan for sophisticated 
international financing and up-to-date data on the Japanese scene 

If you're interested in putting DKB's expertise and capabilities to work for you 
contact your nearest DKB office. DKB maintains offices in more than 40 major 
financial centres throughout the world 

DKB: the international bank in the heart of the Japanese financial world 
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We have your interests at heart. 


DAI-ICHI KANGYO BANK 





Network in Asia: 

Taipei Branch: No. 23. Sec. 1, Chang-An East Road. Taipei, Taiwan Seoul Branch: KAL Bidg. 118. 2-Ka. Namdaemun-ro. Chung-ku. Seou 
Republic of Korea Singapore Branch: 16. Raffles Quay. $01-02 Hong Leong Bldg.. Singapore 0104 Jakarta Representative Office. Nusantara 
Bidg.. 14th Floor, Jl. M.H. Thamrin 59, Jakarta, Indonesia Kuala Lumpur Representative Office: 5th Floor, Mui Plaza. Jalan P. Ramlee, PO B 
2613, Kuala Lumpur 01-02, Malaysia Bangkok Representative Office. 5th Floor, Thai Farmers Bank Bldg. 142 Silom Road. Bangkok 10 5 
Thailand Beijing Representative Office: Rooms 2058 and 2060. Beijing Hotel, Zhonglou. East Chang An Ave. Beijing. Pe: ple's Republic of 
China Subsidiary in Hong Kong: Dai-Ichi Kangyo Finance (Hong Kong) Lid, Rooms 3403-3406. Edini urgh Tower, 15 Queens Road, Centra 
Hong Kong Associated Companies in: Hong Kong. Bangkok. Singapore, Kuala Lumpur, Jakarta, Manila 


Head Office: 1-5, Uchisaiwaich home, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 
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OKOBANK is supporting the sound of strings. It has provided Finnish musicians with four precious instruments made by 17th- and 18th-century 
Italian masters. The Jean Sibelius Quartet brings harmony to the most intimate works in the chamber music repertoire. 


Harmonious cooperation is also the hall- results together. Service, flexibility and expert- 
mark of our banking philosophy. For over eighty ise form the sounding-board for our national 
years, we have brought it to the three-move- and international operations. 
ment process of cooperating with our clients: We believe banking, like music, knows no 
discussion, making decisions, and enjoying the borders. 





OKOBANK 


OSUUSPANKKIEN KESKUSPANKKI OY 
— STRIKING THE RIGHT NOTE — 


Mail address: PL 308, SF-00101 Helsinki 10. Tel.: +358 0 4041. Telex: 124714. Cables: OKOBANK. S.W.I.F.T.: OKOY FI HH. Shareholdings: London 
& Continental Bankers Ltd., London, B.E.G. Bank Europäischer Genossenschaftsbanken, Zurich, UNICO Investment Fund Management Company 
| td. Liivemhiira. LINICO) Tradina Handelsaesellschaft mhH Vienna Membership: UNICO Bankina Group. .<&. 
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Telephone: 335262 
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By James Clad in Kuala — 


s Malaysia emerges from its most severe recession 
A World War 1I, fiscal policy has changed from 
overtly counter-cyclical. decisions by the central 
bank (Bank Negara. [BN]) to bolster domestic demand in 
the face of unfavourable external-price trends to some 
willingness to see interest rates rise marginally. after moves 
last year that led to a growth in bank credit. Liquidity 
tightened in the banking system by the last quarter, the re- 
sult of a large accumulation of government deposits (undis- 
bursed after new expenditure restraints) and of a higher- 
than-expected revenue take, especially from corporations. 
The average daily interbank rate for overnight money in 
the country's 38 commercial banks rose from 5.9% to 6.5% 
a year with the highest rise occuring at the end of the last 
quarter. | 
Yet last year also witnessed a continuation of some 
policies dating from the early 1980s, when BN asked com- 
mercial and merchant banks and finance companies to seek 
suppliers’ credits for the foreign-exchange components of 
financing to maximise capital outflows when the balance 
of payments was beginning to cause serious concern. In the 
first part of 1983, the external sector continued its contrac- 





| nual rise), savings deposits climbed to M $5.6 billion (20. 


billion), a 10% rise. On the other hand, bank loan 
other advances rose by more than 5%, a 1% decline 
the rate of growth in the preceding quarter. D 

On an annual basis, commercial-barik credit gr 
reached 20% during 1983 and the lozins-deposits rat 
reached 92%, a slightly upward movement. Liqu 
ratios declined marginally to 23.2%. By t:he end of the: 
demand. deposits. climbed to M$8.1 billion (an 11.6% a 


annual increase) and NCDs enlarged to M$3.3 billion, 
annual rise). — 

The loans/deposits and liquidity-rat io changes hav. 
curred at a time when rapid growth has weakened th 
tal base of many commercial banks: since 23 Fe 
1983, the government has required every commercia 
to maintain a minimum amount of capital funds, w 
has also required all domestic banks to maintain a 
mum free-capital ratio of 4%; that is, the paid-up € 
plus other shareholders’ funds should amount to a 
4% of total assets after deducting investments. T 
quirement may have. rompted some of the highly 
ful share flot: tion: Bet. year A gustos | listed 














BUMIPUTRA EMPLOYMENT IN THE BANKING SECTOR 
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Source: Bank Negara. 


tion and the mid-1982 reversal of püblessctor expendi- 
ture policies has also continued. Monetary policy has now 
become, in the words of a recent BN report, the creation 
of “an environment conducive to improved business acti- 
vity to fill the void left by the contraction of the public sec- 
tor." 

In practice this means much more emphasis on domestic 
savings, encouragement of more local investment in ex- 
port-oriented industries and easier money-market condi- 
tions — the last objective largely attained during the first 
three quarters of 1983 with deposit rates declining by 0.5% 
to 2% a year; lending rates also followed these down. In the 
fourth quarter however, banks found themselves in a tight 
position as large deposit withdrawals occurred, especially 
by oil corporations to satisfy large tax demands and di- 
vidend payments to the government at the year's end. 

BN, throughout last year, continued to place reliance on 
foreign-exchange swap transactions (as well as dealing in 
government paper), the former favoured because of a need 
to alleviate effects of short-term capital flows on the ba- 
lance of payments. 

By the beginning of 1984, private-sector liquidity (money 
supply defined as fixed and savings deposits together with 
negotiable certificates of deposit [NCDs] and BN paper) in- 
creased by 2.3% during the quarter to reach a 9.495 growth 
rate for the year ending December 1983. Deposits placed 
with commercial banks rose by 4.6% during the period and 
net NCDs issued also increased. Some decline in fixed de- 
posits occurred as money was pulled out to pay taxes. But 
these rebounded by December to M$23. 4 billion > 0.18 


n N has also maintained its fairly strict guidelin 




































Throughout 1983, changes to the banking statute 
also increased BN control, especially new powers t 
more balanced loan portfolios and — noteworthy af 
Bumiputra Malaysia Finance (BMF)/Carrian aff 
Hongkong* — greater sanctions against conflicts 
terest. As a BN report released in January 1984 put it: / 
emphasis on sound management, social accountability 
integrity in the conduct of banking stemmed in part 
the excesses in international banking experienced 
1970s and early 1980s." 


p lending, including percentages (since 1982) for li 

to bumiputras, to small businesses, to housin; 
priority industries and the like. Earlier guidelines require 
commercial banks to lend 20% of total loans to bumip 
enterprises and 25% to small enterprises; in the case of fi 


* A continuing issue for the gover nment and financial authorities is the 
fault by principal creditors of Bank Bumiputra's 100°%-owned mer 
bank subsidiary BMF. On 11 January, Prime Minister Datuk Seri A 
Mohamad announced a three-man committee to investigate the mana 
ment and control of BMF's operations and the legality of loans and en 
facilities extended to the bankrupt Carrian group. The committee also 
mandate to determine who processed and approved the loans — reckon 
one. stage to reach HK$4.6 billion (US$589.74 million) and whether th 
were “in all the circumstances, made bona fide in the interest of BMF. 
consistent with normal prudent banking and commercial practices 
committee chairman, Auditor-General Tan Sri Ahmad Noordin Zaka 
will work within the bank's own articles and no deadline has been set for 
report. Since its formation, membérs of the committee have made : sevi 
visits to Hongkong to conduet soils ccna * Ags 











compa nies even higher levels aia: 








putras (m ainly Malays) must now comprise 20% (up 
1 18%) of total loans outstanding as of 31 December 
Other guidelines are the extension of the 5% 
line of total outstanding loans (as of 31 December 
10) for “small-scale enterprises" and retention of the 


























































igricultural project loans. 


nding to small-scale businesses, housing or manufactur- 
ig, banks must maintain existing levels of lending as of 


icern that loan portfolios have become too imbalanced 
th lending to construction projects, jumping from 
.86 billion in December 1982 to M$2.5 billion a year 
t a whopping 34.1% increase. Pr operty-development 
is grew by 27.5°% to M$4.6 billion and end-financing for 
“purchases by 19% to M$4.2 billion, a result that 
nly has wor ried a government annoyed at the lack of 
roductive investment. 

another move, BN sought and gained a commitment 
the Association of Banks in Malaysia that, from 1 


COMMERCIAL BANKS INCORPORATED 
| IN MALAYSIA 


Assets, deposits and shareholders funds as at 
41 December 1982 

























































































24.004,121/1 15,981,238/1 643,971/2 

14,152,847/2 8,771,304/2 697, ,592/1 

5,07 3,292/3 3,309,725/3 181,899/3 

3,248,916/4 2,621,320/4 154.102/4 

2,973,511/5 1,772,430/6 82,500/6 

2,545,565/6 1,891,156/5 90,478/5 

1,249,202/7 902,716/7 61,691/8 

1,010,879/8 193,413/8 64,074/8 

959,.315/9 698,176/9 53,915/10 

725,415/10 668,301/10 28,022/15 

üthern Banking 728,900/11 415,900/12 42,800/12 
icific Bank 689,100/12 378,500/15 22,300/18 
k Utama 591,420/13 478,016/11 28,161/14 
aysian French 560,050/14 231,410/19 46,840/11 
ayan United 040,094/15 430,905/14 | 26,881/16 
ibah Bank 539,493/16 | | 432,044/13 33,524/13 
an Hin Lee 501,717/17 | 367,686/16 24.534/11. 
ank of Commerce 367.024/18 247,052/18 12,787/21 
ong Ming Bank 309,337/18 247,842/17 12,863/20 
k Hua Bank 260,45 7/20 :17,907/198 


166,670/20 












Bank Islam . 
{started 1.7.83) 
ah Tat Bank 

ink Buruh 












150,124/21 
120,750/22 
72 .37:1/23 


qt Petra a 


39,194/23 
62,254/22 
64,781/21 - 


68,269/7. 
10,148/22 
4,420/23 


urce: Arab-Malaysian Bank. 


VO ember, all interest rates for bank loans. or : advapices 
ould be tied to a base lending rate (BLR) of all the con- 
tituent. banks. Although revisions to BLR may occur 
eriodically," housing-loan interest rates may not be ad- 
sted more than once every six months (REVIEW, 10 Nov. 
3). 

- Looking specifically at commercial banks, their total as- 
ets climbed to M$60.2 billion as of December 1983, a 2396 
ncrease over the preceding 12 months. As noted however," 
otal liquid assets moved only marginally upwards to 
$8.6 billion, just 3% over December 1982. The return on 
ssets,a crucial measure of banking profitability, had held 
ice 1978 at around 60% per M$100, but in the 1982 reces- 
n (and with the experience of some massive bad loans) 
is figure dropped. Public Bank has out-performed other 
ijor banks, earning by the beginning of last year a return 
ssets of 86 cents/ M$100, followed by Malayan Banking, 
ink Bumiputra Malaysia (BBMB), United Malayan Bank- 





31 March, however, BN announced new ‘quantitative z 
elines foi priority-sector lending for commercial | b 
tss and finance companies during 1984: loans to pem 


sting 6% of outstanding loans (as of 31 December 1983) | 


though no-rninimum guidelines currently apply to 


d-1982. Despite this however, BN has recently expressed — 





“The —— pace negent a among commercial 


banks and in the area of expansion of branch networks — 


y a central bank having a mandate to ensure the 
"orderly: development" of commercial banks' branch net- 
works — the struggle for new business between BBMB and 
Malayan B nking (the first and second largest banks in the 
country) has become particularly intense: of approxi- 
mately 600  commercial-bank branches throughout 
Malaysia, Malayan Banking has fully 160 whereas BBMB 
has 90. The politics of expansion is also played for varying 
stakes among the country's 41 finance companies and 12 
merchant banks; the remaining financial institutions, such 
as the five money-market discount houses or the six 
foreign-exchange brokers, tend to be lad in Kuala 
Lumpur s 








he money market in the capital continued to expand 
last year, dealing in short-term funds and instru- 
ments such as treasury bills, short-dated government 
securities, NCDs and other commercial paper. In Kuala 
Lumpur, the money market comprises interim inter-bank 
money and short-term funds: all financial institutions play 
the inter-bank market in which discount houses accept 
multiples of-M$1 million for any time from overnight to 
three months (though there is almost no secondary market 





| for government securities except a facility provided by BN 
enabling inter-bank marketeers to square their books each 
day). | 


NCDs together with bankers’ acceptances (BAs) only ap- 


 peared in the capital's money market as recently as 1979, 


and today only 13 issuers (all of them commercial banks) 
interact with 15 authorised depositary banks trading 
(minimum size M$50,000) NCDs, the majority of which are 
sold directly by the issuing bank to investors. BAs are 
traded in minimum M$30,000 sizes and become payable at 
a shorter maturity. Malaysian investors continue to re- 
spond well to both instruments because of their ready, 
short-term liquidity. 

A new development in the banking community has been 
its response to the government's call for more venture-cap- 
ital facilities. The exact mix of fund investment that will 
constitute an indigenous venture-capital facility is not yet 
clear however, nor is'it settled whether invested funds will 
take the form of common stock, debenture stock or other 
paper. At first glance, the government's call seems to ignore 
arrangements currently in place for financing enterprises 
by institutions such as various public-sector corporations, 
Bank Pembangunan, or by the new Bank Islam Malaysia 
which began operating in 1983. 

Venture capital, as Mahathir intends it, means capital as- 
sociated with ventures that carry high risk/reward ratios 
but which rely upon high state-of-the-art technology or are 
based on Malaysia’s not inconsiderable primary research in 
plantation crops, commodity processing or downstream 
use (producing diesel fuels and specialist lubricants from 
palm oil-effluent [REviEW, 15 Mar.]). Whether Malaysia's 
conservative banking community will readily forgo liquid- 
ity for five or more years in expectation of later divestment 
at many times the original investment remains to be seen: 
the stockbroker fraternity has been talking for years about 
a second board for the Kuala Lumpur Stock Exchange 
where merchant banks could take equity holding in firms 
that could be listed without having to become public, but 
BN remains wary of the notion. At the broad investor level, 
the enthusiasm greeting new listings or issues says more 
about à Share-hungry market (free-floating proportion of 
publie companies shareholding i is fr equently quite small) 
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J Another area of innovation is in leasing. Local commer- 








eign banks to upgrade their leasing services. BBMB's _ 


ure in this area is with Lloyds International, an ar- 
igement announced at end-1983. gcc c Wer a 


ently the government has clarified its views on. 
ign participation in the local leasing business. In 

^h, Deputy Finance Minister Datuk Sabbaruddin Chik 

d bankers: “The government has not given à thought to 

ulating the leasing industry," a disclaimer that most 

ysts here expect to see belied by action later this year 

vill set minimum rules for an industry that has grown 

m only nine leasing firms in 1979 to more than 123 com- 

nies today. | | 

Whether the industry will continue to grow at the same 

> depends largely on whether the tax authorities con- 

to countenance various accelerated-depreciation tax 

eaks that have well served the leasing industry: up to 

-accelerated depreciation is allowed for owners of 

ment (leasing companies by definition retaining title 
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into increased acti 
i few shreds of € 
a lot of stick (furthei 
this year it added a new spur 
ns in parliament and the press. - 
‘VIEW, 12 Jan.) formally codified 
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any interest in assisting a takeover bid by a local financial 


| banks such as UMBC and BBMB are collaborating with | 
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f Malaysianising the re- 
| | al banks — the Hongkong 

"and Shanghai Banking Corp. and the Chartered 
- in recent months the government has disclaimed 





~ n the perennial question 































institution “for the time being." In November 1983, the 
government said the still unsatisfactory balance-of-pay- 
ments position prevented any move in the near future to ac- 


quire majority control of the two banks, which have al- 


ready submitted proposals for shifts in equity ownership to 
comply with the New Economic Policy. Each of these two 
banks had assets of about M$3.5 billion at the beginning of 


1983. Other foreign banks maintain single branches in 
Malaysia — such as Chase Manhattan which funds a 
Malaysian dollar portfolio while catering to the needs of 
corporate clients and still manages to observe lending re- , 
quirements applicable to all banks as laid down by BN. 
On the: government-finance side, the first local loan for 
the federal government in the form of M$1.4 billion in 
treasury stock closed on 27 February, over-subscribed by 
M$350 million. The paper is 8.5% stock with a maturity to 
2003. Externally, the Malaysian Government has diver- 
sified its loan sources and is currently negotiating a large 
yen-bond issue and reportedly has been present on the 
British domestic money market. Morgan Guaranty Trust 
recently reported Malaysia borrowing more in bonds 
(US$831 million) in 1983 than in 1982 and acknowledged 
all on new issues with a maturity of at least three years. In 
March the government acknowledged reports of negotia- 


| up to Singapore's 1982 expulsion of several foreign bankers 


for widespread and legal — albeit officially discouraged — 
funds-transfer practices (REVIEW, 24 Dec. '82). 

As though underscoring the point, First Deputy Prime 
Minister Goh Keng Swee took the occasion of an open 


4 j . session of parliament to pronounce himself “not overawed" 
| by Singapore's foreign-banking fraternity. When a local 


“newspaper editorialised for a more constructive *partner- 


ship" between the industry and its regulators, MAS bank- 


ing chief Koh Beng Seng fired back a letter ordering the 
editor to “come off it" and abandon this banker-toadying, 
"foreign-press" line. The newspaper obediently did so, 
leading its business section the next day with a feature 
headlined MAS is responsive to bankers." 

. But foreign bankers remained unconvinced and some 
begun voting with their feet. Two American banks, 
one merchant (Wells Fargo) and one commercial (Harris of 
Chicago), closed shop though both alleged the decisions 
















i n-bank “applic tions for Singapore 
led, with only: ve approved in 1983. 
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tions with a trio of Canadian ban syndicating loan 
in Canadian dollars for C$150 million (US$117.65 million) 
to Malaysia. Loans for Y30 billion (US$133.9 million) and 
US$150 million are also being negotiated. Malaysia con- 
tinues to rank highly in overall country-risk assessments: 
most recently, the respected Institutional Investor's coun- 
try-credit ratings put, Malaysia at 20th place among 107 
countries and in sixth position among 18 other Asian- 
Pacific states. Only Singapore (at 73.1 points in the bank- 
ers' survey) was placed ahead of Malaysia (69.1 points) in 
Asean. In a little-noticed move, the government in 1983 
amended the External Loans Act 1963 to give the finance 
minister greater discretion to raise foreign loans — with or 
without issuing securities. 

Turning to the banking profession, the growth of the pro- 
fession continued throughout 1983, preserving the indus- 
try's reputation as one of the fastest growing employment- 
generating sectors in the country. The local Institute of 
Bankers successfully drew larger numbers of bank of- 
ficers away from British banking examinations to 
those drawn up and administered in Malaysia. Apart 
from their staff-training requirements, banks showed 
heightened interest in improving their corporate images 
and in upgrading their premises: at present MBB is con- 
structing what will be Kuala Lumpur's tallest building (58 
storeys) and construction has also started on AMMB new 
headquarters. Sums spent on advertising grew steadily 
during the year, reflecting the increased competition for 
depositors. 

BN figures made available to the REVIEW reveal rapid 
progress in the placement of Malays and other bumiputras 
in the banking industry, especially in senior positions. The 
growth of employment opportunities in banking grew mar- 
kedly in the six years after 1976: an overall 74% increase 
was registered. 

Of the total 16,343 people employed in banks in 1976, the 
management and supervisóry group accounted for exactly 
25% of these positions: only 25% of managers and super- 
visors at this date were bumiputras. By 1982, not only had 


Domestic banks do not have the option to withdraw or stay away from Singa- 
pore, though even their attention has started drifting overseas with the pros- 
pect of branching out into Australia and Thailand posed by impending 


liberalisation of those countries' foreign-banking laws. 


Meanwhile, back at home, sluggish loan demand and mounting bad-debt 
provisions led domestic banks to turn in lacklustre results for the second year 
in a row. The 49% government-controlled Development Bank of Singapore 
(DBS) led off the annual reporting session for 1983 results with a mere 3.3% 
rise in pre-tax profits to S$202 million (US$96.56 million), its worst showing 
in nine years. Most of the damage was done by a 113% increase in its bad loan 


POSB building: 60% of the saving-deposit market and still encroaching. 
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total banking-sector employment climbed by nearly 60%, 
but management and supervisory jobs had come close to 
30% of all bank-sector employment positions: of these, 
more than 40% were bumiputras. 

The growth of the industry reflects the rapid transforma- 
tion in it: as recently as the 1950s and 1960s most banking 
transactions were done by hand. In contrast, last year saw 
the introduction of the Kuala Lumpur Automated Clearing 
House replacing manual inter-bank exchange of cheques 
that delayed funds banked into customers' accounts. Elec- 
tronic fund transfer technology, including a tremendous 
growth in the number of point-of-sale terminals (facilities 
for simultaneous debiting/crediting of accounts), auto- 
mated-teller machines or banking by telephone are either 
well-established in the capital area or loom on the horizon 
of customer services. Most large banks are investigating 
links to the so-called electronic-cash management system 
which will enable customers to initiate automatic fund 
transfers anywhere in the world on the basis of the success- 
ful Chemical Bank system, Chemlink. 

Beyond rapid changes in the technology of customer ser- 
vice lie more difficult problems. Commercial banks are fae- 
ing increasingly stiff competition from other banks — and 
from non-banks also — and encroaching on traditional 
banking areas are enterprises offering various credit, leas- 
ing, factoring, insurance, cooperative society, pension and 
housing credit services. To some extent, large bumiputra- 
equity and fund-management, corporations such as the 
Bank Pertanian Malaysia or the Muslim Pilgrims Manage- 
ment and Fund Board have also amassed large fund hold- 
ings. 

Yet within the present banking system, commercial 
banks’ main competitors for customers and funds will re- 
main the finance companies and merchant banks, says a 
BBMB house report. Although the larger commercial banks 
have finance subsidiaries and often a merchant bank under 
their auspices, the position of the commercial banks may 
become increasingly under siege during the remainder of 
this decade. o 
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DBS: worst showing in nine years. 

































































3B began offering current accounts in February with 
ce charges, minimum balance and credit-reference re- 


stic commercial banks. Unlike commercial banks, 


es to the nearly 300 commercial-bank branches casts 
deposit-garnering net even wider in over-banked Sin- 
re. More potent still, at least in liquidity-generating 
potential, is POSB's network of automatic-teller machines 
'M), alréady the largest in Singapore which, uniquely 
iong local banks can expand without need of MAS 
oval. | | "EK | 
uthorities in the technology-dazzled city state see 
Ms as a crucial link in their professed goal of establish- 
cashless society. The ATM census has risen from 17 in 
80 to 196 by the end of 1983. Not only the number, but 
the capabilities of ATMs are slated for expansion. 
panies are urged to pay staff by direct deposit to bank 
ints, stores are to gear up for direct point-of-sale 
, recipients of recurrent payments are to register for 
ect interbank transfer. | 7 
'h of this business will likely flow through ATMs, 
mented by telephone banking (introduced to Singapore 
1 year by United Overseas Bank) and the 47-bank Giro 
tem instituted in March. How this enhanced cash-man- 
ment capability affects bank liquidity remains to be 
: more cash flow is likely to pass through the banking 
1, but increased efficiency bodes ill for idle balances, 
at the net effect is hard to predict. Either way, though, 
perior ATM network seems sure to translate into a 
or deposit-market share and POSB looks well 
tioned. 
ut POSB's new deposit-garnering freedom is un- 

hed by greater latitude on the asset side: government 
urities will still make up half of its book. The remainder 
to be increasingly concentrated in retail-banking 
ducts, under POSB's refocused strategy, with housing 
ns leading the way. Given the overhang of residential 
ice on Singapore's glutted property market and the 
ultant slashing of mortgage rates, competitors seemed 
ppy enough to concede that turf to POSB. 








go sharpen its retail banking focus, POSB jettisoned 


mainstream business: a 50% partnership with Keppel 
yard in an insurance company and a 30% share of the 
nque Nationale de Paris's local merchant-banking joint 
jture with Japan's Daiwa Securities, marking thesecond 
1e within a month that a government-controlled bank 
d summarily ditched a foreign partner. A few weeks 
‘lier DBS withdrew from a merchant-banking joint ven- 
ure with Daiwa Securities but, unlike POSB's, the DBS 


g field but rather a further commitment. It felt it could 
apitalise better on its government contacts without the 
Daiwa association. ; | 








allied in the summer — albeit feebly and falteringly — to 





enerating and status-enhancing syndicated-credit 










ear-earlier tax-incentive package to promote 


ion to its 60% share of the savings-deposit market, " ons yo d | 
pore when the whole point of.a 


jents far less onerous than imposed by most of the 13 | 


SB can open offices without seeking approval of MAS | 
'quasi-central bank) The addition of its 100-odd — 





its share in two joint ventures that were outside its 


ve did not signal a withdrawal from the merchant bank- 


After losing ground to slump below the US$100 million 1 
nark in the early half of the year, the Asiadollar market . 


inish 1983 at nearly US$112 billion. But the government's. | 
ong-standing goal of parlaying this deposit base intoa job- 


aarket still seemed out of reach. In his 1984 budget mes- | 
age, Finance Minister Tony Tan claimed success for his | ke 
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is its worldwide reach?" | 





By Jose Galang in Manila | 
ith the Philippine economy widely expected to 
We no growth this year, the country’s commercial 

banks face equally bleak prospects. A severe credit- 
tightening policy expected to be followed in the next couple 
of years by monetary authorities could further cripple op- 
erations of many of the country’s commercial banks. A few 
may be forced to close shop. — 

These grim expectations put into sharp contrast the 
banking system's creditable perfomance in crisis-ridden 
1983 due largely to the benefits banks derived from two de- 
valuations of the peso (the first on 23 June and the second 
on 5 October). Total operating income of the commercial 
banking system (covering 28 private domestic banks, four 
branches of foreign banks and two state-owned commer- 
cial banks) in 1983 rose by 18.5% to P28.86 billion 
(US$2.06 billion) and after-tax net income grew by 34.1% 
to P2.17 billion. Combined resources of the 34 financial in- 
stitutions stood at P242 billion at year-end, an increase of 
nearly 20% over the previous year's level. 

However, these figures do not reflect the harsh economic 
environment resulting from a number of factors, especially 
towards the end of the year. The government policy of slow- 
ing down credit expansion — part of an overall scheme to 
cut the balance-of-payments deficit — proved to be the 
biggest blow to the banks. The policy succeeded in curtail- 
ing the growth of, if not actually reducing; business volume 






for most commercial banks. 


The blues that confronted Philippine bankers as 1984 
started were hardly imaginable only a year before. As 1983 
began, the Central Bank of the Philippines was assuring 
bankers that the world reces id bottomed out and 
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to be any more successful in 
eminence as the regional hub o 
markets. 

And in the wake of Hongkong's property-market crash, 
the colony now enjoys another advantage over this island 
republic: it is now appreciably cheaper to set up an office 
and to keep expatriate staff in Hongkong than in Singa- 
pore, a reversal of the long-standing relationship between 
the two cities that held until just a year ago. 

Not that expatriate bank officers are as welcome in Sin- 
gapore as they once were, anyway. Although it is hard to 
quantify, foreign-bank managers report a marked increase 
in the reluctance of immigration officials to grant employ- 
ment permits for incoming officers from overseas: and the 
1,300-member Singapore Bank Officers Association 
(SBOA) has continued its campaign against expatriate 
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g Hongkong's p 
the international-credit 


central bank listed the following specific measures which it 
hoped would prop up the financial system and improve in- 
termediation: 

» Continued emphasis on expansion of the universal bank- 
ing system designed to increase medium- and long-term 
credits, the rediscount window for medium- and long-term 
loans and equity investments made by authorised banks. 

» Implementation of measures to prevent over-issue of 
commercial paper by controlling the volume and quality of 
such instruments. 

» Issue of treasury notes of varying maturities carrying 
market rates of interest. 

» Seeing to the successful implementation of the pro- 
gramme to deregulate interest rates. 

Nonetheless, the banking community noted with caution 
certain measures implemented early that year that ap- 
peared to contradict these declared directions. For in- 
stance, the credit-expansion target for 1983 was set at 
15.8% which was lower than the rise of 22% in 1982. 
Further, the long-term programme to reduce import-tariff 
rates took a twist with the imposition of an additional three 
percentage points on the ad valorem tax on imports and ad- 
vanced collection of import duties. These factors ate into 
bankers' confidence as they saw reduced credit levels that 
would prevent them coping with the expected increased 
demand from corporations. 

By being highly selective in their lendings and holding on 
to foreign exchange earned previously, some banks realised 
windfall gains of sorts when the first of the two peso de- 
valuations was implemented near the end of the first half of 
the year. The banking system's liquidity position was 
helped mainly by this two-pronged approach: at the end of 
the year nearly one quarter of total resources represented 
liquid assets. 

The banking system was headed towards a banner year 
but the disruption of the third quarter — specifically the 
events following political uncertainties resulting from 
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bankers allegedly occupying slots that could just as effec- 
tively be filled with local personnel. 

In the past year, SBOA has taken its case before both 
MAS and the directorate of the National Trades Union 
Congress (NTUC), with particular focus on Japanese and 
Indian Banks. But it is for the Soviet Moscow Narodny 
Bank that SBOA has reserved its sharpest opprobrium. The 


bank and the NTUC have been deadlocked in collective- 


bargaining negotiations over four months. Annual 


increments have been withheld, SBOA's Geneva-based . 


parent union invoked and the Labour Ministry called in to 
arbitrate. Both sides voice hope for an early settlement, but 
no end is yet in sight. o 
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rumours then of President Ferdinand Marcos' illness and 
the killing of opposition leader and ex-senator Benigno 
Aquino in August — upset the momentum. As trade financ- 


ing virtually dried up after the moratorium on foreign-debt 


repayments declared by Manila on 17 October, the banking 
system had to scramble for other business opportunities 
amid an increasingly jittery environment. 

The jitters of the last four months of 1983 — which saw a 
massive wave of deposit withdrawals — left a trail of badly 
hurt financial institutions. Most seriously affected were 
many finance companies which had no quasi-banking op- 
erations. A few commercial banks managed to survive the 
crisis with a little help from the central bank: at least one 


bank, however, still remained under pressure despite ` 


emergency releases of up to P800 million, according to in- 
dustry estimates. : 

It is on this shaky note that the Philippine commercial- 
banking system limped into 1984. As at the end of January, 
recently released data show, banks maintained their cauti- 
ous approach and continued to hold on to liquid assets and 
avoid long-term lendings to private fund-users. This could 
hamper government efforts to devote increasingly more of 
their assets to long-term undertakings. Such was the objec- 
tive when the concept of universal banking (also called ex- 
panded commercial banking) was launched in 1981. 

Philippine banks have been known to favour short-term 
lendings which are rolled over at maturity. This reportedly 
has been more profitable for the banks and thus more ex- 
pensive for the borrowers. This practice, according to 
economists, also militates against the current need to 
mobilise savings as a way of reducing dependence on 
foreign loans and investments to fund domestic productive 
activities. The general economic slowdown brought about 
by the severe shortage of foreign exchange for 1984 should 
not change the picture. In fact, most bankers expect that 
the economic difficulties will result in more business fail- 
ures and thus more delinquent debts. Estimates point to a 
delinquency rate of more than 10% in 1983 which could 
double in 1984. 

Commercial banks also suffered because of a central- 
bank rule towards the end of 1983 increasing the level of re- 
serves required on their deposits. While the required-re- 
serves volume was being reduced progressively at the start. 
of the year, the opposite was the case as the year ended: the 
level was raised from 18% to 23% in staggered amounts 
until mid-December. The increase in the required bank re- 
serves was designed to soak up excess liquidity in the econ- 
omy as a result of the sharp rise in money supply during 
that period. There are predictions that the reserves level 
may again be raised in the near future. However, given that 
the commercial banking system was already deficient by 
P1.66 billion against the required reserves as at 23 March, 
another increase may not be warranted. Also, any reserves 
required in excess of 25% of savings deposits and 50% of 
demand deposits will have to be paid interest by the central 
bank. Neither central nor commercial banks seem to be in a 
position to shoulder any added burden at this point. 
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A slow year al ahead for the system 


represent a 24.6% increase from the year before 
_ the same period to Baht 27.9 billion. 


‘terest rates at the start of 1983, the banks’ ag- 
‘gressive credit-extension strategies contri- 


— consumer durables. As a result, gross domestic 


1982. 





_ By Paisal Sricharatchanya in Bangkok 


national money markets in recent years, Thailand’s 


Le the increasingly erratic movements of inter- 


| banking industry is poised for a year of slowdown in 
1984 after last year's aggressively strong growth. 

Fuelled by a broad-based economic recovery in the face 

_ of plentiful liquidity, domestic bank credits grew 34% last 

_ year to a combined Baht 401.6 billion (US$17.46 billion) 


3 outstanding total at the end of 1983. The expansion repre- 


sents the highest level in recent history and is almost dou- 
ble the 17.8% growth in 1982 when demand for bank loans 


- was dampened by the recession-induced economic slow- 


down here. 
Through a series of interest-rate adjustments, including 
decreases at the start of the year and increases at the end, 


domestic deposits rose 25.7% last year — or slightly higher 


than the 1982 expansion — to a combined Baht 404 billion 
total. 

The strong lending growth reflected positively on Thai 
banks' earnings. According to preliminary figures from the 
Bank of Thailand (BoT — the central bank), combined pre- 


— tax profits — excluding overseas operations — topped Baht 


5.7 billion, up 39% from 1982. The banking system's Baht 
528 billion total assets at the end of last year 


while combined capital funds rose 14.3% over 


Buoyed by excess liquidity and declining in- 


buted significantly to the economic recovery 
last year. Unlike the traditional pattern of ex- 
port-led economic growth, the 1983 recovery 
was primarily spurred by a strong surge in 
domestic demand in virtually all key economic 
sectors such as investment, manufacturing, 
wholesale and retail trade, construction and 


roduct rose about 6% compared to a record- 
ow 4.1% during the economic slowdown in 


But 1983 growth was marred by a number of 
undesirable consequences, most important of 
which being a record-high Baht 89 billion trade deficit. 
Since business and industrial inventories were vastly de- 
pleted in 1982, a large portion of bank loans last year went 
to finance imports and re-stocking. Imports climbed sharp- 


ly particularly during the final quarter last year in the 


wake of intense speculation over a baht devaluation. In the 


- end, all-year imports jumped 21.6%, a sharp reversal from 


the 10.5% decline in 1982. The external-trade account in- 
evitably plunged deep into the red since exports, plagued 


by depressed commodity prices and low exportable 


surpluses, declined 7.1% 

The deteriorating trade imbalance prompted Thai au- 
thorities to impose a restrictive monetary policy since late 
last year, culminating in a BoT directive in January limit- 
ing (commercial) bank credits expansion in 1984 to 18%. 
The authorities have clearly placed top priority on restor- 
ing the country’s economic and financial stability, while 
leaving overall economic growth a secondary target 
(REVIEW, 1 Mar.). 

BoT's credit-squeeze policy has triggered a barrage of 
complaints and criticisms from a broad section of small and 
medium-size business operators who cannot borrow off- 
shore and have to rely solely on domestic financing sources. 
Against these criticisms, BoT has argued that the 18% cre- 
dit-expansion limit, which translates into an additional 
Baht 72 billion bank credit this year (on top of the Baht 401 
billion combined outstanding at the end of 1983), should be 
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sufficient to allow a decent 6% GDP growth in 1984. Under 
this monetary belt-tightening policy, BoT has projected 
that trade deficit should be brought down to about Baht 65 
billion and inflation contained at around 5%. 

BoT conceded, however, that growth in certain sectors — 
such as manufacturing and sales of consumer luxuries, 
commercial and residential buildings — would be ad- 
versely affected. 

But the fact that leading private bankers and economists 
are projecting a 1984 economic growth at less than 6*5 re- 
flects their somewhat different analysis of the extent of the 
adverse impact the credit-tightening policy will have on 
growth. In a recent interview, Bangkok Bank president 
Chatri Sophonpanich put this year's economic growth at 
5.2-5.6%. In any case, exports — instead of domestic de- 
mand as was the case last year — will revert to being the 
main stimuli to pull the growth locomotive this year 
(REVIEW, 12 Apr.). 

In the wake of the credit-squeeze policy, most private 
bankers agree that the Thai banking system is in for a year 
of slowdown. In an interview, BoT governor Nukul 
Prachuabmoh projected that bank deposits will grow at 
around 20% this year — officially consi- 
dered an appropriate level — while cre- 
dit expansion will be close to the 18% 
limit. 

A Finance Ministry ruling in early March 
raising the interest ceiling on loans for 
selective sectors to 19% while maintaining 
the previous 17.5% ceiling for priority 
areas (ECONOMIC MONITOR, 15 Mar.) auto- 
matically allows banks a wider profit 
margin. But, since aggregate-credit ex- 
pansion will be substantially scaled 
down from last year, most banks are likely 
to report a smaller growth in profitability. 

There is consensus among (commercial) 
banks here that even if BoT had not im- 
posed the 18% limit, aggregate-lending 
growth would decline to around 20% in 
1984 since demand for loans would fall 
sharply following last year's peak. But ac- 
cording to BoT calculations, loans demand this year should 
grow at about 24% subject to there being no official inter- 
vention. 

The evidently excessive banks' lending in 1983 turned 
the liquid market at the start of the vear into a tight-money 
situation by year-end. Several additional negative factors 
in late 1983 aggravated the already illiquid market and the 
liquidity shortage prevailed through the first quarter of 
1984. 


part from accelerating imports, the baht-devalua- 
A speculation before year-end slowed down for- 
eign borrowings markedly. According to BoT fig- 
ures, non-bank private-sector foreign-fund inflows drop- 
ped from US$105 million and US$231 million in first and 
second quarters respectively to an estimated US$62 million 
and US$70 million in the third and final quarters. The 
shortfall was compensated by a temporary increase in ex- 
ternal borrowings by commercial banks. Bangkok Bank, in 
particular, is understood to have brought in substantial 
volumes of foreign funds which reflect its firm con- 
fidence over the baht's parity. If the bank had mot done 
so, the domestic liquidity squeeze would have been more 
severe. 
The squeeze was highlighted by a rather abrupt decision 
by Bangkok Bank last December to tighten credit. Accord- 
ing to Chatri the bank — following its previous Baht 1 bil- 
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o Future Generations, Security 
Social welfare is a subject of serious Daiwa is the only Japanese: city 
consideration in most modern bank to combine banking anc! trust 
: societies. Man in the twentieth century business. Daiwa is thus a fully 
accepts his responsibility to bequeath integrated banking institution, 
to the next generation a society better comprising banking, international 
than his own. financing, trust, pension trust, and real 
Daiwa Bank is not unique in estate business. This integration is 
accepting this responsibility, but part of our effort to fulfil our social 
Daiwa is unique in making acceptance responsibility consistent with society's 
of this role in society an integral part needs in a contemporary environment. 


of their banking service. 


a fully integrated banking service 


| DAIWA BANK 


Head Office: Osaka, Japan. 





Los Angeles Agency: 555 South Flower Street, Suite 4040, Los /\ngeles, 


London Branch: Winchester House, 77 London Wall, London EC2N 1BD. Calif. 90071. 

New York Branch: 140 Broadway, New York, N.Y. 10005. Representative Offices: Sydney, So Paulo, Houston, Paris, Panar1»a. Bahrain, 
Frankfurt Branch: Eschersheimer Landstrasse 14, 6000 Frankfurt am Main 1. Mexico, Vancouver, Jakarta, Seoul and Beijing 

F.R. Germany. Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Bank (Capital 
Singapore Branch: 6 Shenton Way 409-01, DBS Building, Singapore 0106, Management) Limited, London. 

Hong Kong Branch: xe aal World-Wide House, 19, Des Voeux Road, Affiliates: P.T. Bank Perdania, Jakarta; Daiwa Overseas Finance Limi t ed, Hong Kong. 
Central, Hong Kong. 
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- ‘lion capital increase in 1982 — had planned to raise capital 





COSE gain during February-March 1984. But the bank's lending 

— Mast year grew so fast (at 36.8% or even higher than the en- 

Hire systera's aggregate growth) that it suddenly found it- 

Self hitting the legal capital funds-to-risk assets-ratio limit 
J 


= said. 
= For about one month since late December, the authority 
_ "to grant loans was withdrawn from branch managers and 
_ temporary overdraft facilities for clients — a common 
_ practice in the past — were curtailed. Given the fact that 
_ the bank, the largest institution in Thailand and Southeast 
"n Asia, controls roughly 30% of the market share here, the 
- impact of the temporary- loans suspension was under- 
* dably strong and widespread: among other things, it 
- prompted bitter outcries from many clients. 
" Chatri claimed that despite the suspension order, the 


s bank lent more than Baht 1 billion in January (mostly for 





"Bangkok 
4 is a matter 


E N: only is the Bang kok Bank the largest financial in- 








stitution in Southeast Asia, it is also probably better 
B managed and more efficient than most of its counter- 
— — parts in the region. But. as the bank continues to expand 
— -. successfully both at horne and abroad, it has fared poorly 
— - en at least one domestic: count: it has failed to meet share 
à divestiture requirements in accordance with Thai law. 
| Under the 1979 Conimercial Banking Act, Thai banks 
, were given five years to disburse at least 50% of their 
shares among no less tlian 250 individual small sharehold- 
ers, each owning no rnore than 0.5%. The requirements 
— —underscored the gover:nment policy of breaking up affluent 
Thai-Chinese family gzroups which traditionally had domi- 
— mated Thailand's banking scene. By the same process, the 
— A authorities also hoped to open up a wider public participa- 
i tion in banks, which are regarded as some of the most pow- 
t erful components of the Thai economic system. 
f As the divestiture deadline expired on 7 March, 13 of the 
- — total 16 Thai banks. managed to fulfil the minimum 50% 
shares-disbursemer it requirements. Since the state-owned 
Krung Thai Bank i:s exempted from the law, that left two 
cases of failure — Bangkok Bank and Siam Commercial 
Bank (Review, 29 Mar.). According to Bank of Thailand 
. (BoT, the central b ink) records, Bangkok Bank managed to 
* divest 36.9% of its; Baht 3.5 billion (US$152 million) regis- 
tered capital to in dividual small shareholders. Siam Com- 
mercial posted ar: even poorer result at only 31.8%. How- 
ever, the Siam Cornmercial case is uniquely different. Two 
of its major sharc:holders are the Crown Property Bureau 
. and Finance Ministry which made divestiture virtually im- 
possible. Given t laese factors, there may be some official re- 
laxation. 

The fact that a majority of the banks succeeded in sub- 
stantially diver: sifying their shareholding structures shows 
that the law's cobjective was broadly achieved. In a recent 
interview, BoT governor Nukul Prachuabmoh said he was 
satisfied with the outcome. "Although we did not achieve 
100% result, vive were moving in the right direction. This is 
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exports financing) but that was a small fraction compared 
to its Baht 130 billion outstanding domestic credits last De- 
cember. He said normal lending resumed in February after 
the bank raised another Baht 500 million capital through 
new share issues in January. 
In stark contrast to the Bangkok Bank, Thai Farmers 
Bank, third largest instítution here, continued to lend 
heavily during the first quarter of 1984 after a year of 
equally aggressive growth in 1983 when its domestic credit 
grew a record 41%. The first quarter marks the annual 


Bank's failed divestiture 
of public image 





the first step; things should continue to improve in the fu- 
ture," Nukul said. 

The two failing banks were facing a fine of up to Baht 
500,000 plus an additional fine of up to Baht 5,000 for each 
consecutive day until they hit the 50% mark. 

For a financial empire like Bangkok Bank, whose after- 
tax profit last year topped Baht 1.4 billion, the potential 
fines represent a negligible amount. But what is at stake 
here is its public image and reputation, which explains why 
senior bank executives are taking the divestiture issue seri- 
ously. “We have been trying our best. The board has held 
numerous meetings to devise ways and means to comply 
with the law. Although we don't know the next course of 
action at this stage, we certainly will keep on trying," com- 
mented bank president Chatri Sophonpanich. 

The enormous size and resources of Bangkok Bank have 
definitely facilitated its operations and expansion both at 
home and abroad; but they tend to be a drawback in so far 
as shares' divestiture is concerned. In a recent interview, 
Chatri listed several reasons behind the divestiture failure 
— the most important being the bank's huge capital base. 
At the end of February, the bank had more than 29,000 
small shareholders together owning 54.7%. But after de- 
ducting corporate entities (which do not qualify under the 
law) from the group, individual small shareholders only ac- 
counted for 36.9%. 

*In Thailand, corporate entities account for the bulk of 
the purchasing power in the stockmarket. The vast major- 
ity of ordinary people do not have the wherewithal to invest 
in securities. Bangkok Bank is a large enterprise with Baht 
3.5 billion registered capital or 35 million shares [of par 
value Baht 100 each]. This means 17.5 million shares must 
be in the hands of individual shareholders. This figure 
times the average Baht 240 market price of our shares 
equals Baht 4.2 billion. It is very difficult to get enough or- 
dinary people who are able to invest this huge amount of 
money in shares," Chatri said. 

One apparent disincentive to owning large blocs of 
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crop-harvest and export season when 
demand for bank loans is nórmally 
high. Being heavily involved in ag- 
ricultural trade, Thai Farmers, which 
finances about half the country's ap- 
proximately 900 large rice mills, was 
actually disbursing loans at a pace 
higher than last year's level. 


ccording to Thai Farmers senior 
executive vice-president Narong 
Srisa-arn, the bank's lending in 
December and January rose nearly 
100% and 120% respectively (com- 
pared to the same periods a year be- 
fore, or on a year-to-year basis). “Not 
only did we have to service our regular 
clients, we also provided loans for new 
clients who could not obtain financing 
elsewhere,” Narong said. 

At the pace Thai Farmers was going, 
the bank is bound to exceed the 9% 
credit-expansion limit during the first 
half of 1984 as stipulated by BoT. But 
since domestic trade and export of 
farm crops is currently the govern- 
ment’s top-priority policy, central 


bank is expected to be flexible on the 
ruling. “We have been financing basi- 
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ore Bank: its public image at stake. 


shares is the relatively high dividend- 
tax which — similar to personal in- 
come tax — is charged on a progressive 
rate of up to 65%. Since the bank’s 
shares are openly traded on the 
stockmarket, it is also difficult to con- 
trol daily transactions among small 
shareholders. Moreover, corporate en- 
tities have a tendency to buy up 
Bangkok Bank shares — considered 
one of the few bluechip stocks — from 
ordinary shareholders. 

As a last-ditch effort to comply with 
the law, the bank is contemplating the 
next capital increase through the is- 
suance of special shares available only 
to ordinary persons who will not be al- 
lowed to transfer them to corporate en- 
tities. Studies are being made to estab- 
lish whether stockmarket regulations 
permit this. Under normal circum- 
stances, the bank's latest Baht 500 
capital increase in January should be 
sufficient to support lending only until 
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cally the key-priority areas. Since cer- 
tain other banks have reduced credits, 
there will be complete chaos if we don't 
doit," commented Narong. Thai Farm- 
ers had originally Apc om its 1984 
lending to grow at 28- 30% 

Except for Thai Farmers, most other 
banks are consciously gearing their 
1984 credit growth within the 18% 
limit. Notwithstanding Bangkok 
Bank’s temporary credit suspension 
during December-January, the overall 
credit contraction brought about by 
BoT's credit-squeeze policy sparked 
off resentment in many private busi- 
ness quarters and political circles. 

Coming at the start of the crops har- 
vest-export season, some politicians 
criticised the restrictive monetary po- 
licy for depressing crop prices and 
hurting other areas such as wholesale- 
retail trade and manufacturing. For 
instance, Commerce Minister Kosol 
Krairiksh blamed the policy as one 
factor contributing to the declining 
prices of rice during January-Feb- 
ruary. (Rice is traditionally the coun- 
try's most important foreign-exchange 
earner.) However, senior central bank- 





the end of this year. But since BoT has 
imposed a restrictive monetary policy 
to scale down bank credits, the next 
capital increase is not foreseen until 
early 1985. 

Executives are reluctant to disclose 
the exact current shareholdings of the 
Sophonpanich family for fear of giving 
the misleading impression overseas 
that the family's declining stakes may 
be misconstrued as the family losing 
control over the bank. One of the origi- 
nal founders in 1944, Chin Sophon- 
panich — the current chairman — has 
built the institution from a modest 
start into its present empirical status 
with the assistance of trusted aides and 
his own children. The family has al- 
ways played a dominant role in man- 
agement and its very presence at the 
helm amounts to a guarantee of further 
improvement as far as its overseas fi- 
nancial and business associates are 
concerned. 

From available records at the 
stockmarket, the REVIEW understands 
that direct family holdings are slightly 
in excess of 4?5 at present, while in- 
direct holdings (through a complex 
web of holding companies controlled 
by the family) amounts to more than 
14%. The family is understood to hold 
proxies for another 8% shares held by 
various affiliated corporate entities. 

Given that the largest single share- 
holder — the Finance Ministry which 
currently owns 6.6% — has been more 
or less a sleeping partner, coupled with 
the fact that the majority of small 
shareholders neither have the means 
nor the intention of getting involved in 
boardroom decisions, the family still 
manages to maintain the controlling 
say over important policy matters 
today. — PAISAL SRICHARATCHANYA 
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BANKING ‘84 


ers held firm to the opinion that such criticisms were 
" exagger:ited. As part of the official policy to accelerate ex- 
- ports, BOT has allocated an additional Baht 2.5 billion con- 

 eession:riry credit to finance farm-crop exports during 
Januar: ;-March. 

The t yanking system's liquidity remained relatively tight 
| during the first quarter of 1984 due to several other factors. 
- Asa means of expanding their lending capabilities as well 

. as meeting share divestiture requirements, most banks 
! came out with new share issues during December-January 
P. with a combined market value estimated at Baht 5 billion. 

Mt :anwhile, all 16 Thai banks deposited another Baht 5 
billi 3n during December-February at the state-run Krung 
Tha i Bank as part of the government-initiated attempt to 
assist liquidity-strapped finance companies. Moreover, 
moire than Baht 10 billion bank funds went to purchase 
E. rernment bonds in January in line with mandatory 
 bo'nd- reserve requirements. 
— "These funds have gradually been re-channelled back into 
€i rculiation. The wider differentials between domestic-in- 
E ‘terest and overseas rates as a result of the selective increase 

ia banks lending-rate ceilings (in early March) should spur 
- rnore foreign-funds inflows. The fact that the once-intense 
“specu lation over the baht's parity has died down now is an 





- addit ional 
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Kindt All to d, the overall liquid ity situation should return 
to normal around mid-year. 

Meanwhile, BoT expects to finalise a long-standing 
review of amendments to the 1979 Commercial Banking 
Act, this year. Nukul confirmed that under the proposed 
amendments, banks will be allowed to expand their scope 
of activities. One specific area under consideration now is 
the management of provident funds. Amendments will also 
redefine existing regulations relating to banks' operations 
in order to permit more flexibility while strengthening 
banks' stability. 

BoT recently completed a comprehensive study of the 
pros and cons surrounding the vital and politically sensi- 
tive issue of allowing new Thai banks (plus more foreign- 
bank branches) Of 16 Thai banks, the last licence was 
granted to Asia Trust Bank in 1965 while the European 
Asian Bank was the latest entry among 14 foreign-bank 
branches — having received its licence in 1977 and opened 
to business the following year. Since those periods, no new 
Thai bank or foreign-bank branch has been permitted. 

The study was submitted to Finance Minister Sommai 
Hoontrakul who is authorised by law to make the final de- 
cision. However, in view of various economic and financial 
problems now confronting the country, the issue is under- 
stood to be kept temporarily on the backburner: no deci- 
sion is expected in the immediate future. o 








By Chit Tun in Rangoon 
n the decade ending 1983-84, the Burmese economy 
grew 73% in real terms and this growth was achieved 
| through increasing doses of investment in key sectors 
| of the economy. So claimed Deputy Prime Minister for 
Planning and Finance U Tun Tin in a speech before the re- 
— cent session of the 474-member Peoples’ Assembly. Public- 
sector investment, he said, totalled more than Kyats 8 bil- 
lion (US$1 billion) i in agriculture and fisheries; Kyats 5 bil- 
_ lion in mining; Kyats 6.5 billion in construction, transport 
and communications and Kyats 18.5 billion in industry and 
— electric-power sectors. 
— These investments comprised both foreign-loan capital 
and domestically mobilised financial resources — 
— mobilised through fiscal means by the government as 
- Burma lacks private financial markets. Although their key 
role as a determinant of growth was stressed by the deputy 
- premier, the government has actually reduced the volume 
of investments for two years in a row: to Kyats 8.1 billion in 
1983-84 and further down to Kyats 7.8 billion in the cur- 
rent year 1984-85 (April-March) from Kyats 8.5 billion in 
1982-83. 
Various reasons have been given for this apparently 
— move, but the most important of them seem to 





sey: 


» Burma's inability to boost its export earnings. 

» The country's fear of increasing the debt burden. 

» Growing shrinkage in the flow of concessional credit 
from developed to developing countries through either 
bilateral or multilateral channels. 

According to official sources, Burma's terms of trade 
have turned so bad in recent years that its export earnings 
from traditional primary products (rice, timber and miner- 
als) have become barely enough even to pay for imports of 
spare parts and industrial raw materials — let alone capital 
equipment and plant. Its continuing trade deficits have 





also depleted its foreign-exchanye reserves, cutting them 
down to barely US$100 million by 1983. At the same time 
its debt-service ratio has worsened: from 15% in 1978 to 
29% in 1982 and 31% in 1983. 

The situation, therefore, has been far from ideal for 
Burma to embark on any new programme of investment 
which would inevitably entail new foreign borrowing and a 
boost to its external debt. The situation has been further 
compounded by the so-called aid fatigue of many lending 
industrialised nations which have shown a propensity to 
reduce the volume of concessional development-aid loans 
to developing countries. A recent example of the trend is 
West Germany's Dm 80 million (US$30.79 million) in- 
terest-free economic and technical-cooperation loan to 
Burma for 1984 and 1985 — an amount much less than the 
Dm 127 million of the previous two years. 

But Burma's commitment to its 20-year (1974-94) deve- 
lopment plan will hardly permit a slowdown in investment 
for very long. The plan provides for transformation of the 
country's predominantly agricultural economy to an ag- 
riculture-based industrial economy by 1994. It lays down 
as a criterion that industrial output by that year should 
form 22.1% of gross domestic product. By fiscal 1984, mid- 
point of the 20-year time-span, this output had reached 
only about 10% of GDP: much therefore needs to be done to 
raise industrial output and this can hardly be achieved 
without substantially increasing investment — and there- 
fore foreign capital — in the industrial sector in the next 
few years. 

Present circumstances are 
such that, barring an economic 
miracle of sorts through a 
vigorous export drive, Burma 
will lack the foreign-exchange 
component of the needed invest- 
ment. It will sooner or later find 
foreign borrowing ünavoidable 
and, if soft loans of the requisite 
size are not available from offi- 
cial bilateral and multilateral 
sources, it will have to resort 
to borrowing from commercial 
banks, whatever its present dis- 
taste for their high interest 
rates and shorter-repayment 
periods. 
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Arab Banking 


Asian business operations. ABC is well positioned 


In Singapore, as in other major financial centres 
around the world, Arab Banking Corporation (ABC) is to support the trade and project related activities of 
firmly established and offers a wide range of products and major companies in the area with interests in the 
Arab world. 


sery Ices, 
Since establishment in Singapore in 1982. we 


Mthough we are particularly active in 
international syndicated loans. corporate finance is part have been continually expanding the scope of our money 
of our business that is steadily increasing in importance. market operations, strengthening our commitment to 
With in-depth knowledge of both Middle Eastern and the area as an increasingly important financial market. 





ew horizons for 
Corp oration. 


Our Singapore branch is further supported by Arab Banking Corporation 
ABC's strong capitalisation and by our growing 50 Raffles Place. Hex 14-00 
international branch network thereby providing all Shell Tower, 0104 Singapore. 


important links to international business opportunities and = Telephone: 224-2977. Telex: RS 28989 ABC SNG 
access to our ever-widening base of services. Dealing Room Telephone: 224-1811 


To make the most of your resources, call on ABC. Direct Dealing Reuters Code: ABCS 


The Bank with performance and potential. 


Head Office: Bahrain. Branches and subsidiaries: New York. Grand Cayman, London. Milan. Frankfurt and Monte Carlo. 
Representative Offices in London and Rome. 





Only one worldwide banking group 
is owned by every Arab country. 


The correspondence of the great Abbasid Caliph Harun al-Rashid 
with Charlemagne was an early example of Arab initiative in bridging East and West. 





DINAR OF HARUN AL-RASHID (¢.789 AD 





- ® 
Al Ubaf Banking Groupis the only entity which has t q E | 
succeededin bridging Eastand West by forging partnerships "T 
in each of the world's financial centres. T 


All twenty-two Arab countries are represented in p Jem F- 


the Group through twenty-six Arab institutions. SANIKINIG C3FEACOLUF» 
And twenty-two of the world's greatest concerns 
irt i Bahrain ALUBAF Arab International Bank E.C. 
add their full weight to our common purpose. — — SN 
Moreover, the diversity and geographical spread London UBAF Bank Limited. UBAF Finance Company Limited. 
of our shareholders' domestic and international networks — — — — 
New York UBAF Arab American Bank. Branch in Cayman Islands. 
i i ivl Paris Union de Banques Arabes et Francaises - U.B.A.F. 
provide us with privileged entrees all over the world. — ak black tek. 
We offer our clients acom prehensive range of Rome UBAE Arab Italian Bank S.p.A. Representative Office in Milan. 
financial services, and our high professionalism is backed Beirut Representative Office. 
up by the latest technology as well as unrivalled on-site Cabo Representative Office. 


expertise. 
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Profitability is wafer ES 
thin and getting thinner 





By Jayanta Sarkar in Calcutta 


fter more than 14 years of nationalisation that 
A O nearly 85% of the banking sector under gov- 
ernment ownership, Indian banks have again hit the 
road in search of an identity. New Delhi now insists that 
banks adopt a more liberal policy in their lending to the 
weaker sections. But a large segment of the traditional 
banking establishment sees in the move a threat to the sta- 
bility of the entire system — and, as the debate rages on, the 
banking industry goes through another year of heavy odds 
marked by lower growth in both deposits and advances and 
further erosion in its wafer-thin profitability. 

For the Indian banking system, the biggest event of 1983 
was the launching of what has come to be known as the 
mass-loan scheme. MP Rajiv Gandhi, a general secretary of 
the ruling Congress Party and son of Prime Minister Indira 
Gandhi, formally flagged off the system at a ceremony held 
in New Delhi when a large number of people, drawn from 
the lower echelons of society, were handed bank money. 
The second of such functions, headed 
by a minister in the finance ministry, 
was held in Karnataka state. More of 
these ceremonies are scheduled. 

Reactions have been sharp in both 
banking and political circles. Several 
associations of bank employees and 
officers have questioned the 
rationale of such a system. Banks 
have to ensure security of the funds 
entrusted with them, but if the funds 
are to be squandered away in this 
fashion without any regard to repay- 
ment possibilities or even collateral, 
then a time might soon come when 
the soundness of the system itself 
might be endangered. “You cannot 
use bank money for doles, nor can you 
treat banks as charitable institutions 
— but that, in effect, is what it all 
amounts to. It is dangerous,” says an 
agonised young officer who has 


joined the industry after passing Rajiv (right): he flagged off the biggest banking event of 1983. 


rigorous tests. 

On the other hand, many in the finance ministry and the 
ruling party decry what they call the “cheque book- 
oriented urban culture” of most bankers who cannot think 
beyond collaterals and security. The total amount proposed 
to be given out in such loan schemes — forming part of the 
prime minister's 20-point programme for economic deve- 
lopment and the self-employment scheme she announced 
on Independence Day last year — would be about Rs 2.5 bil- 
lion (US$263.16 million) which would be peanuts com- 
pared to the banking sector's total existing advances of 
about Rs 500 billion. The repayment records of the small 
men — at about 50% — do not stand out too badly either 
when compared with the large outstanding dues of bigger 
units or sick concerns which had been lent money strictly 
on the basis of assets and security. 

The issue has become politicised as expected. Opposition 
parties see in it a clever pre-election gimmick (the next 
election has to be held before mid-January 1985) on the 
part of the Congress to earn political mileage among the 
masses. "The Congress bosses had hoped that the 1969 
bank nationalisation would yield a lot of political goodwill, 
but that has not happened: and you cannot nationalise a 
nationalised industry for the second time. So what they 
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, 
thought of now is a show like this," says an opposition - 
leader. : 
The issue has come up in parliament, too. Trying to ex- 
plain the rationale, a rather defensive Deputy Minister of © 
Finance Janardan Poojary told MPs that a special category 
of borrowers has been earmarked for the purpose of these - 
loans — small farmers, landless labourers, share croppers, | 
tenant farmers, scheduled castes and scheduled tribes, be- 
neficiaries of the differential rate of interest scheme (that 
is, those entitled to draw bank loans at concessional ratesof 
interest), artisans and cottage and village industries. 1 
The government's idea, he said, was that this category © 
would get at least 25% of the total bank credit being chan- 
nelled to the priority sector (which also includes, besides 
small borrowers and small industry, agriculture and the 
export trade). Figures to September 1983 show that the 5 
total credit for this special category stood at Rs 24.75 bil- i 
lion involving about 10 million loan accounts, or 19.3% of 3 
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level to be raised to 25% by March 1985. Most opposition 
parties were not happy with the explanation and they | 


the total priority-sector credit. The governmen‘t wants this 
staged a walk-out in parliament. 


where almost everything from cattle to cosmetics _ 

is traded, are not the only challenges Ind ian banking - 
has to contend with now. Several developnaents in the — 
working of overseas branches of Indian banks have givena - 
new twist to what (until recently) looked like a highly suc- 
cessful new area of operation. Main patrons of most of these 
overseas branches have been the large number of successful 
non-resident-India(NRI)businessmen. But, as a recent case 
involving a London-based NRI business house has re- 
vealed, there can be a catch in this game. This business 
house, which had drawn funds from bothi Indian and 
foreign banks, ran into difficulty when some of its trade 
dealings came into question. But, unless the house is kept 
afloat, there cannot be any hope of getting biack the bank 
dues. Hence, Indian banks must agree willy-r tilly to under- 
take an expensive and immensely risky salvzige operation. 
Many in Indian banking circles feel the policy of break- 
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I investment in Indian industry, which has been en- 
ed in government policy since early 1983, has also 
ed a hassle for the Reserve Bank of India, the central 
‘hich has to function as monitor for the programme. 
às to proceed on the basis of information furnished to it, 
sometimes the information is neither complete nor cor- 
. New Delhi has, however, asserted that it has no plans 
ein in the NRI investment scheme: the country needs 
investment at a time when the balance-of-payments 
on threatens to turn difficult. 
‘is there going to be any slow-down in the overseas 
th-expansion scheme. These branches give precious 
is and help in mobilising NRI savings, besides provid- 
anking service to NRI companies in the conduct of 
overseas business. But the government is going slow 
e ambitious scheme: New Delhi has deferred for the 
eing a joint plan to set up a registered deposit-taking 





ohammad Aftab in Islamabad 
. ri New Year's day 1984 the nationalised Pakistani 
banks celebrated their 11th birthday. By now a big, 
bouncy child — and spoiled — the group has earned 
nitions from no less a person than State (central) 
governor Aftab Ghulam Nabi Kazi, official arbiter of 




































in these institutions. s: 7 
e to history, banks have gone the socialisation route, a 


itute of Bankers in Pakistan: “The standard of ser- 
to clients needs improvement ... the rising trend of bad 
s and fraudulent transactions requires to be curbed. 
is needed is a sustained effort by banks’ management 
ghten supervision and control... to introduce and 
iain a merit system of recruitment, training and 
otion of staff. . . there are no short cuts...” 
w far bankers will heed this advice can only be sur- 
ed but s major portion of the blame for what has hap- 
dtobanking must be laid at the door of the State Bank, 
h is bound by law to keep banks on a tight leash. Its 
pection department, itself accused of laxities and ir- 
ularities, has just not done its job. The result is that even 
resident Zi a-ul Haq complains of the poor service he gets 
n his ban k. | P 
he officially admitted inflation rate in Pakistan is now 
% a year, up from 4.5% in 1982-83. Privately, economists 
analysts say that it has been closer to 20% for the past 
years. Kazi adds: "One of the factors which might 
contribiuted to this situation is the high rate of monet- 
expansion — 26% in 1982-83 as against a 13% target — 
e Ministry of Finance (MoF) and State Bank had set." The 
t attributes the doubling of the monetary ex- 
r'ely to the build-up of foreign-exchange (FX) 
rves beca use of an improvement in the balance-of-pay- 
ats situation. FX reserves as of ea ch. were 






























rs’ dos and don'ts and holder of the 80% government | 







hen) prime minister Zulfikar Ali Bhutto had taken to | 
emen t the socialist package of his policies. Kazi said to 
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Mukherjee. Chairman Joseph Rice of Irving Trust Co., 
which also intends opening a representative office in India, 
expressed.more or less the same sentiment. Dresdner Bank 
has been given permission to appoint an.agent — an Indian 
merchant banker — to establish contacts with Indian par- 
ties. While some banks (such as Barclays) are in the queue, 
several others (such as Bank of Oman, Emirates Bank and 
Bank of Credit and Commerce International), have already 
made arrangements for varying degrees of representation 
on Indian soil. A major break will come when the Society 
for Worldwide Inter-Bank Financial Telecommunications, 
or Swift, facilities become available in India early next 
year. | 2 | 

But businesswise, 1983 did not prove rewarding for In- 
dian banks. Average growth of deposits for the entire sys- 
tem came to 14.7% against 16.9% in the previous year. Ad- 


US$1.753 billion, up from US$1.139 billion in March last 
year. ... 7 7077 CP E EUN. 

Export earnings improved as a result of larger sales and 
better unit prices. Private bankers, however, doübt the of- 
ficial diagnosis. They point to the fact that despite an im- 
provement in the short-term balance-of-payments posi- 


tion, Pakistan still has to borrow from the Eurodollar mar- 
ket to repay its one- or two-year debts. The Eurodollar- 


lic, however. © | | 
Analysts are keeping their fingers crossed on the actual 


borrowing programme for 1984 has not yet been made pub- 


rate of inflatión which will emerge by theend of thecurrent 


financial year (1 July-30 June). Luckily, however, MoF and 
State Bank are urging that every effort be made to “keep 
monetary expansion in check" by following “a stringent 
fiscal and monetary policy." TEE 

The State Bank has asked MoF to keep government de- 
ficit financing at à low level and put a control on credits to 
meet only the most essential needs of the state and private 
sectors. These, represented by the Federation of Pakistan 
Chambers of Commerce and Industry have held the govern- 
ment responsible for resorting to deficit financing, monet- 
ary expansion, grant of liberal credits to the inefficient 
state sector and, on the other hand, applying a credit 
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V vances rose by 12.9% against 17.8%. This was a reflection 





of the absence of bounce in much of the economy which — 
banking circles liked to believe — would soon be over as the 
expansionary fall-out of a record foodgrains crop of more 
than 142 million tonnes spread to other sectors such as in- 
dustry and trade. The fact that some banks, such as State 
Bank of India, the country's biggest commercial bank, 
could achieve much higher deposit growth in 1983, under- 
lines that things have started looking up. 

While the tardy rise in advances reflects a lack of demand 
for funds, deposit accretion has been hit by the large 
number of public deposits raised by individual companies: 
1983 also saw a boom in the incorporation of leasing com- 
panies, the latest craze in Indian business, which also com- 
peted with banks in the funds market. A major part of pub- 
lic savings also found its way to the share market — which 
generally offered good returns — and to debenture issues of 
diverse mixes announced by leading firms. 

All this left its mark on the banking sector's profitability. 
The 1983 figures have not come in yet but there are clear in- 
dications that they will conform to the declining trend ob- 
served over the past few years. The reasons are many: the 
ceiling rate of interest on bank advances was pared by the 
government early in 1983; banks have to pay a 295 higher 
rate of interest on deposits maintained by NRI and a large 
part of banks' funds has been immobilised as part of the 
government's policy of tight monetary control to check in- 
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flation. Finally, banks have to spend more and more on 


opening new branches and running them. 

The government has also progressively tightened bank- 
lending business. The cash-reserve ratio banks have to 
maintain has been steadily pushed up: from 7% on 26 May 
1983, it was raised in instalments to 9% on 4 February 1984. 
From 12 November 1983, the central bank has also chosen 
to impound 10% of incremental deposits received by banks. 
Besides, banks are also required to finance the usual goy- 
ernment-procurement operations in foodgrains and some 
other commodities. A substantial amount of bank credit is 
also lying locked up in ailing undertakings. 

Banks have also to contend with increasing incidences of 
inside fraud and outright robbery. While security arrange- 
ments at branches are being reinforced to foil outside raids, 
computerisation has been thought of as a check on errant 
entries by staffers. But some bank unions are opposing in- 
stallation of computers which still have very restricted use 
in the industry. 

Global banking is changing and Indian banks cannot af- 
ford not to keep pace with the changes. Take customer ser- 
vice; this is in dire need of streamlining. But it too, is only a 
part of the much larger issue of charting out a character; an 
identity for the industry. Banking and non-conformist 
views do not ordinarily make a happy combination, but 
then banking cannot shut out reality either. It is all in a 
state of flux for the present. 








derable growth in physical terms partly fuelled by infla- 
tion. The banks now have 6,792 branches all over Pakistan 
with 176 abroad. M. R. Khan, the nation's top banker and 
chairman of the Pakistan Banking Council (PBC) keeps 
urging them to do better. 

Between 1973 and 1983 the per capita income shot up 
344% (at current prices) from Rs 939 to Rs 4,176. Per capita 
deposits over the same period rose from Rs 341 to Rs 1,423, 
up 317%. Growth in per capita income and deposits re- 
mained almost in step. The reason for the slower rise in de- 
posits was mainly the low level of savings, according to Dr 
Mohammad Uzair, vice-president of the Muslim Commer- 
cial Bank. 


cally high consumption, sometimes estimated at 83% 

of all current income. A great deal of that spending 
goes into essential consumer goods, however, but a poor 
performance of banks in boosting the savings habit — as 
well as a declining bankers' credibility — can also be 
blamed. Taxation is another reason. 

The manufacturing sector is currently receiving the 
largest amount of bank credits or 36.77% of all advances: 
commerce gets 28%, services 14.87%, agriculture 6.35% 
and construction 3.06%. The nationalised banks have just 
issued their annual reports which cover the year ended 31 


Le savings rates are generally attributed to histori- 
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December 1983 revealing that deposits rose 36.4% to Rs 
159.7 billion. 

Growth in 1983 did not match the proportional increase 
in the capital base of the banks, as a result of which their 
capital-deposit ratio was around 2.8%, Khan says. But 
there was a record increase of Rs 985 million (68.295) in 
banks’ reserves and their equity rose nearly by 28.5% and 
reached the figure of Rs 4.5 billion by 31 December 1983. 
Although under law deposits are guaranteed by the federal 
government, banks nonetheless are being encouraged to 
stand on their own in the matter of their capital-deposit 
ratios according to internationally recognised standards. - 

In 1983 banks’ pre-tax profits increased by 26.1% over 2 
1982 despite the fact that sizable provisions were made by 
them for possible bad and doubtful debts. This was in pur- 
suance of a rigorous policy introduced by the PBC three 
years ago which aims at detailed scrutiny of banks'-assets 
portfolios and creation of adequate reserves to cover any 
possible infected loans. 

During 1983 advances increased by 11.7% and stood at 
Rs 91.1 billion at the end of the year. 

The lower increase compared to deposits mainly reflects 
the tight-credit policy followed by the central bank which 
is geared to bringing down the inflation rate. A noteworthy 
feature of banks' lending was to direct the flow of credit to 
meet requirements of working capital and term financin 
of small-scale industry, agriculture, small business an 
medium and large industry — priority sectors of the econ- 
omy to which great importance is being attached by the 
government and the central bank. : 

Pakistani banks have over time become the principal 
source of term financing of industry. They were also 
selected for the first time by the World Bank for channel- 
ling International Development Association credits of 
US$30 million to finance the development of small indus- 
tries for which banks, by virtue of their extensive branch 
networks, are eminently suited. 

In administering this loan banks have achieved great 
success in expediting credit delivery. For the first time, the 
World Bank also selected two Pakistani banks for a line of ” 
credit, along with the other development finance institu- 
tions, to finance the development of medium-and-large- 
scale industry, Khan says. 

Pakistanis working abroad, mainly in the Middle East, 
remitted Rs 37.94 billion or 25.4% more than Rs 30.25 bil- 
lion in 1982. The rupee, which was floated in January 1982 
from its fixed parity of Rs 9.90:US$1, slumped to Rs 12.98 
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n March 1983 and further to Rs 13.50 in mid-March 1984; 
* a between it touched an all-time low of Rs 13.50. 
_ An analysis of the banks’ annual reports for 1983 shows 
— that Habib — now billing itself as The 50 billion Bank on 
_ the basis of its 1983 deposits of Rs 54.9 billion — earned a 
En: re-tax profit of Rs 750 million, 31% over 1982. "Our pro- 
itability improved, despite an increase in overheads due to 
inflationary pressures at home and abroad,” says its presi- 
‘dent Abdul Jabbar Khan. Habib and other banks com- 
- plained that they had to maintain a high level of liquidity in 
* ‘a climate of a contractionary credit policy, which ate into 
Noha profits. 
— Mohammad Nawaz Khan, president of the National, said 

"deposits grew to Rs 40.61 billion from the 1982 level of Rs 
ED ,83 billion. Its advances rose 27.3% to Rs 18.98 billion. 

- Muslim’ s Safdar Abbas Zaidi reported deposits rose to Rs 
L 15. 70 billion, up 23% from Rs 12.73 billion a year earlier. 
llied’s Khadim H. Siddiqui announced a 22.68% rise in 
deposits to Rs 6.87 billion. United’s deposits were reported 

at Rs 41.5 billion compared to Rs 27 billion in the previous 
year, up 53%. It reported a Rs 200 million profit compared 
Rs 141 million in 1982. 
Common features to emerge from annual reports are: 
—» The rate of growth in pre-tax profits has slowed down 

despite a considerable increase in de- 

| posits and a sharp hike in bank 
_ charges for various services, effective 
since early 1983. 

» Some profits have been transfer- 
hed to reserves to improve the equity- 
. deposit ratio, which was declining 

over recent years, 

t > Overheads, personnel emoluments 

—and prerequisites have gone up, de- 
spite several money-losing bank 
branches closing down. 

_ > Bad debts, frauds and heavy em- 
um "bezzelments in domestic and foreign 
_ branches have increased rapidly but 
these statistics are not disclosed 
im annual reports or balance- 

Zia was forced to arrest the de- 
teriorating condition of banking ser- 
-| vices.» He put the Offences in Re- 

- spect of Banks (Special Courts) Or- 
f ance, 1984 on the statute book, 

on 25 February. It provides for stiffer jail terms of up 

fo seven years imprisonment for these offences. Cul- 

fs will be tried by swift-moving special courts 

. and E^ accused. will not be permitted to leave Pa- 

b = or transfer or sell their property pending 
B 
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overseas branches of Pakistani banks a total of Rs 1 

billion was involved. Although the PBC is examin- 

ing the cases it is doubtful whether much money — if any — 

— ean be recovered. The PBC estimates that there are 38,000 

- Jaw suits pending for recovery of bank loans while another 

11,000 are due to be filed. The total involved is a staggering 

— Rs3 billion. 

Profit-and-loss-sharing (PLS) accounts, popularly 

known as Islamic banking, continued to progress satisfac- 

torily. PLS deposits increased at an average rate of Rs 136 

million on a weekly basis and stood at Rs 19.9 billion at 31 

December 1983. Currently, a detailed study is under way of 

further expansion into financing different sectors of the 
economy on an Islamic basis. 

But the rate of profit, replacing interest payments under 
the old Western system, continues to decline. PLS accounts 
were introduced on 1 January 1981 and the profit of 
8-8.5% a year on six-month savings deposits for the first 
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wards and rates have now Veclined to an annual profit rate 
of 7-8.5% for the July-December 1983 period. There have 
been similar declines in PLS profit rates for deposits of one 
to five years or longer. The decline is suspected to be due to 
high bank overheads and a possible saturation of portfolios 
in which the government authorises PLS investment. 

A higher profit rate compared to that paid on interest- 
bearing accounts was the principal financial and material 
attraction leading to the rapid increase in PLS deposits 
and, if the decline in the profit rate Continues, it could af- 
fect the scheme adversely. But even on other counts PLS 
operations have come in for criticism. Depositors and lead- 
ers of public opinion would like each bank to disclose its 
deposits, profits earned, amount of commission, fees or 
management charges appropriated and the total amount 
disbursed. Although banks are supposed to maintain sepa- 
rate PLS ledgers — a different set of books is used for in- 
terest-bearing accounts — separate balance-sheets or 
other financial information has not been disclosed in the 
past three years. 

The foreign sector made headway this year and the gov- 
ernment seems to be warming to it. Chase Manhattan 
chairman David Rockefeller, who visited Islamabad in 
February, was told by Foreign Minister Ghulam Ishaq 
Khan that foreign banks’ participation in banking business 
will be welcomed. Chase opened one 
more branch, in Lahore, during 
Rockefeller’s visit when the chairman 
said his bank would not invest in 
Pakistan but would provide loan 
facilities to public and state sectors 
under the customer-service code 
which was being introduced into the 
country for the first time. 

There are a few dozen branches of 
foreign banks, including those based 
in Britain, Europe, Middle East and 
the Gulf, operating in Pakistan. They 
handle nearly 67% of import busi- 
ness, according to an industry esti- 
mate and generally provide an effi- 
cient service, but complain of 
several problems. 

Foreign bankers say that the capi- 
tal requirement for them is 7.5%, 
while for the local banks it is 5%. The 
state sector is not permitted to use 
their services. They are allowed to 
function only in main cities, normally only three branches 
for each bank. Big cities are generally credit-users rather 
than suppliers of deposits. Low deposits for foreign 
banks mean that they can provide only small amounts of 
credit. 

Permission for remittance of their net profits takes six to 
12 months because of Pakistani red tape. The highly regu- 
lated banking system does not permit much competition, 
which makes the service inefficient and costly to users. In 
the FX field, telegraphic-transfer, overseas-draft and 
banknote and FX rates are issued daily, which foreign 
bankers consider to be confusing. 

They would prefer a median rate for FX, which permits 
them the flexibility of deviating a certain percentage — say 
2.3% — above or below the daily median. This is considered 
important in the case of non-dollar currencies in which 
case, even though the FX rates (both spot and forward) are 
fixed by State Bank, the bank itself does not sell or buy any 
currency other than US dollars. Another complaint is that 
despite a high rate of inflation, interest rates have re- 
mained unchanged for the past eight years. 

As the country is trying to move into an expanded deve- 
lopment activity under the Sixth Plan, larger domestic and 
foreign banking transactions will be required. That needs 
faster, efficient, credible and friendly service: otherwise 
there will be less money and more moaning about it. o 
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THE BEST WAY 
TO DO BUSINESS WITH AUSTRIA. 


Besides the usual trade and 
export financing, Osterrei- 
chische Landerbank offers you 
access to business opportunities 
within Austria and its neighbour- 
ing countries. Take advantage 
of our experience in east-west 
trade, the protection of tight 
banking secrecy, and profitable 
investment opportunities. 


pi JH ET 


Contact our Representative 
Office in Singapore: 

Il, Bonham Street 2.4-02 

UOB Building 

Singapore 0104 

Telephone: 2247322 

Telex: 22266 OLBSIN 

Our Representative Dr. Hans- 
Georg Stockmayr would be 
pleased to meet you personally, 





OSTERREICHISCHE LANDERBANK = 
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Kamaluddin in Dhaka 
— Jthough the Bangladesh economy does not appear to 
| have surged forward as fast as was expected earlier 
JM. in the year, largely because of political uncertainties 
d other constraints, bank credit in the private sector dur- 
the first eight months of the current fiscal year (1 July 
3 to 30 June 1984) has registered more than 27% growth 
lecting sustained activities in this sector. : Br 
'rivate-sector activities in the country increased sub- 
ntially following the government's decision to allow six 
ercial banks to function and hand over more than 50 
and textiles mills under its disinvestment programme. 
ecording to statistics available from the Bangladesh 
k (BB — the central bank) total domestic credit during 
first eight months to the end of February this year was 
eased by Taka 9.9 billion (US$400 million) or 13.64% to 
82.48 billion. However, judged against the projected 
t-expansion target of 17.3% during the year, this does 
give the actual picture. Credit extended to the private 
r during the period recorded an increase of Taka 8.53 
on against a rise of Taka 4.17 billion or 18% during the 
esponding period last year. 
Sharp increase was to meet the increased demand 
sed by the government's liberal credit policy for non- 
itional exports, enlarged programme for agricultural 
lit and disinvestment of the public-sector industries. 
he public-sector's credit expansion has failed to match 
rivate-sector's growth for two consecutive years, 










































arge enterprises and partly due to judicious use of 
ilable raw materials and spares by drawing down 
‘ks built up substantially over a period of time. Bank 
lit in this sector rose by only Taka 1.36 billion to Taka 
'2 billion. 


wise, the monetary situation has also registered a 
ntial expansion during this eight-month. period. 
ow. money (M1) registered a 20.33% growth to more 
Taka 32 billion as against nearly 12% during the cor- 
ding period last year. Broad money (M2) also re- 


74%) compared to Taka 5.26 billion or a little higher 
11% during the same period. | m 


> * 


his monetary expansion was mainly caused by substan- 


ces from Bangladeshi workers abroad and a limited de- 
icit in the government's fiscal operation. However 


ypared to Taka: 2.87 billion during the corresponding 
iod last year. | 

yy the fast increase in bank credit as well as the substantial 
onetary expansion this year. But he pointed out that to 
tain this liquidity expansion, BB has stopped purchas- 
ng foreign exchange from the open market for the import 
of petroleum and measures to recover agricultural credits 
were stepped up also. In addition, the government has in- 
oduced a two-year special treasury bond which can also 
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ecause of better performances shown by many of . 


| a significant expansion of Taka 14.3 billion. 


redit expansion in the private sector, surplus in the | 
try's international account due to increased remit- | 


hese | 
xpansionary influences were partly neutralised by the 
'ontractionary impact of Taka 8.55 billion in time deposits 


| dividual loans against a 60% margin of gold or silver 


B governor Nurul Islam does not appear too perturbed 


bscribed by individuals, public- and private-sector. 
ganisations at an effective interest rate of 15.79% a year. 
owever, this cannot be used as security against bank ad- | 


























































'ertificates would also be used 


dit. To begin with, American 





be recorded anywhere 


as security against bank | 
Express, Grindlays, Arab Bangladesh Bank (à joint-ven- 
ture private bank) and three nationalised commercial 
banks — Janata, Sonali and Agrani — were given permis- 
sion to issue such certificates. - | 

Islam told the REVIEW that his primary task now is to 
oversee the consolidation of commercial-bank branches of 
nationalised banks which were expanded in the past with- 
out much commercial consideration: there are about 4,750 
bank branches in the country. While attempts would be 
made to cover unbanked areas through mobile banks — in- 
itially by asking a rural branch to cover adjoining areas 
through periodical visits — banks have been asked to fol- 
low BB's consolidation policy strictly. However, 
Bangladesh Krishi (Agriculture) Bank, which acts both as a 
commercial and specialised agricultural bank, has been 
exempted though it has to be highly selective in opening 
new branches. Oo | 

Local private-sector banks — six of them are in opera- 
tion now — will continue to concentrate in urban areas and 
will not be pressurised to open rural branches as was ear- 
lier hinted by BB. Islam added: “We have relaxed the func- 
tioning of the foreign banks as well. Indosuez Bank of 
France and Habib Bank of Pakistan were allowed to open 
new branches in Chittagong." 








By Kedar Man Singh in Kathmandu S 
Ithough politically the image of the new government 
A by Prime Minister Lokendra Bahadur Chand 
am. has suffered because of its hardline posture in na- 
tional politics, it has nevertheless reversed the deteriora- 


- tion of the national economy by achieving steady growth in 


irst seven months. The new banking and fiscal policy 
has improved trade and foreign-exchange reserve positions 
and brought previously skyrocketing inflation below the 





two-digit mark. "M . | 
Economic critics, however, have squarely blamed the 
Nepal Rastra Bank (NRB — the central bank) for its failure 


to guide commercial banks according to the government's 





. economic plans and programmes: they have failed to invest 
more than 6% of cash reserves while the government's po- 


licy is to make them invest at least 10% of total cash re- 
serves in priority sectors. Commercial. banks have con- 
d their old practice of making easy money through in- 


guarantee or immovable property and purchase of security 
bonds, Treasury bills and company shares. On the other 
hand, commercial bankers squarely blamed the govern- 
ment for interference and NRB for its restrictive fiscal po- 
licy of impeding the flow of capital, which had increased 

alarmingly. | 
Bearing in mind the inefficiency of Nepalese commercial 
banks, all sectors of Nepalese society including economic 
planners have felt the dire need for foreign banks in Nepal: 
Citicorp of the United States, Bank of Dubai, Banque In- 
dosuez of France, State Bank of India and Grindlay 's Bank 
of Britain have applied for permission to operate. : 
: ong the foreigners Dubai has won the race b 












nong the foreign getting 


ank 














ing foreign international banks to operate and expand in 
the country. Although permission is recorded on the basis 


of reciprocity, this only applies to Third World countries in 
reality. Permission given to Habib Bank to open its second 
branch will automatically enable the existing Bangladeshi 
Bank in Pakistan to open a new branch as well. 

Islam said that for the first time Bangladesh has bor- 
rowed US$44.5 million from commercial banks on long 
term — seven to eight years — to finance the purchase of 
two second-hand DC10 aircraft for the national airline, 
Bangladesh Biman. In the past, Bangladesh was only given 
short-term credit by commercial banks for making im- 
mediate commercial purchases. The banks involved were: 
Arab Bangladesh Bank (US$10 million), Bank of Credit 
and Commerce International (BCCI: US$7.5 million), 
Grindlays (US$5 million), Chartered (US$5 million) and 
Habib (US$5 million). Sonali Bank of Bangladesh has also 
advanced US$10 million through its London office. These 
loans carry an interest rate of 1.5% above the London inter- 
bank offered rate (Libor) and one year's moratorium on re- 
payment. 


ank of China has also agreed to provide a US$10 mil- 
B^ long-term loan for five years with an interest 
rate of only 1% above Libor to finance the purchase 
of the third second-hand DC10 aircraft for Biman. Ameri- 
can Express and Indosuez banks have also agreed to pro- 
vide US$3 million each for the same purpose. 
Meanwhile, within one year of their functioning, newly 
established private-sector bank managements are critical 





with the sole objective of giving fi- 
nancial help in the development of 
industry, trade and agriculture on 
a 50:50 basis with local entrep- 
reneurs. Meanwhile, local promot- 
ers Days Ram Bhakta Mathema 
and Bhubaneswore Amatya, who 
made efforts over two decades to 
get permission for foreign banks' 
operations, have now succeded in 
getting a licence to operate the pri- 
vate Nepal Arab Bank Interna- 
tional Ltd (Nabil) with the objec- 
tive of standardising the Nepalese 
system and making necessary 
funds available from Arab coun- 
tries for financing both government and private sectors on 
the basis of feasibility studies. 

Mathema underlined to the REVIEW the importance of 
direct credit flows to productive sectors where non-avail- 
ability of credit is a serious problem. For the time being 
Nabil is expected to make funds available to the Nepal Oil 
Corp., a government-owned but autonomous body, to set 
up a chemical-fertiliser industry to boost production in ag- 
riculture and other industrial sectors. Nabil is expected to 
open before mid-May. NRB has authorised Rs 30 million 
(US$2.03 million) paid-up capital with a maximum au- 
thorised capital of Rs 100 million, for the time being. The 
Dubai promoters include Abdul Rahim bin Ibrahim 
Galadhari, chairman of the Dubai Bank; its vice-chairman, 
Abdul Latif bin Ibrahim Galadhari; its general manager, 
Gordon Cruden, and P.C.D. Nambiar, former executive 
chairman of the State Bank of India and one of India's top 
banking experts. 

The foreign partners will have 50% of Nabil. Of the 50% 
to be floated in Nepal, 20% will be sold to Nepal National 
Insurance Corp., Provident Fund Corp. (both autonomous 
bodies) and other financial institutions, with 30% going to 
the general public and Nepalese promoters including 
Mathema and Amatya. Mathema said the management 
contract will be with Dubai Bank and the staff will be 
mostly young Nepalese graduates under the control of Dev 
Daitra, a US passport holder. If the Dubai-Nepal venture 
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of BB's discriminatory policies. The Finance Ministry, ac- 









cording to Hafizul Islam, chief of Arab Bangladesh Bank, | 


has issued circulars to various public-sector corporations. 
asking them not to deposit more than 5% of their funds 


with any private-sector banks. He said. "In an economy 
where nearly 70% of total banking business involves trans- . 
actions through public-sector corporations and agencies, — 
this is discriminatory against private-sector banks No 
such hint was given while giving us permission to func- 1 
tion." 

"In addition," he says, *the central bank has also in- 1 
formed private banks not to recruit any officer from a 
nationalised bank without its approval as such recruit- -. 
ments were affecting nationalised banks.” Nationalised — 
banks employ about 25,000 officers and so far private 
banks have only recruited about 200 of them ] 

Among newly established private-sector banks. National - 
Bank Ltd (NBL) has done remarkably well in mobilising 
deposits and creating an image for itself as an aggressive — 
bank. With 10 branches, it has notched up deposits of Taka 
1.2 billion. The bank's managing director Haider Chowd- 
hury singled out recruitment of good officers as the secret 
of his success. In addition, progressive banking. quick deci- — 
sion-making and cooperation and non-interference from - 
the directors were motivating factors, he added. He hoped | 
to raise bank deposits to about Taka 2.5 billion and profits | 
to Taka 50 million by next December. ^ 

NBL has already taken over the management of Durrani 










succeeds, Nabil will expand its branches to India in due _ 
course, Mathema said. While other bankers are negotiating — 
with NRB for authorisation to open branches, the govern- - 

ment prefers to keep them on the 50:50 joint-venture basis _ 
for fear of political repercussions. Accordingly Grind- 

lay's is expected to get permission to collaborate with 
Nepal's largest and oldest commercial bank. Nepal Bank 
(in which the government has a 51% share with the remain- 
ing 49% in non-government and individual shareholders’ 
hands). 





Nepal Bank, though operating an obsolete banking ser- - 
vice, has spread its wings throughout the kingdom through 3 
176 branches. At mid-January it had total deposits of Rs 5 
4.12 billion out of which investments totalled Rs 984.7 mil- >, 
lion and loans Rs 2.336 billion to private and government — 
sectors. Of this amount current deposits are Rs 975.4 mil- __ 
lion, savings Rs 697.01 million, fixed deposits Rs 2.262 bil- 
lion and others Rs 186.5 million. Total investments of Rs " 
9.85 billion included the purchase of shares, development — 
bonds and treasury bills; a total of Rs 123.4 million has c| 
been extended as loans to industry, commerce, trade and 
agriculture, while Rs 1.1 billion remains liquid in cash. : 

NRB revealed that total domestic credits of all banking 
sectors were Rs 8.8 billion at mid-November 1983 against 
Rs 6.7 billion during the same period in 1982-83. This 
shows a 38.87% growth in total domestic credits of the 
commercial banks over the previous year but of this 
growth, 89% has been allocated to the government sector 
and only 8.87% to the private sector. Critics described this 
as contradictory to the announced fiscal policy of the 
Chand government which aims to make maximum invest- 
ment in the private sector to increase industrial production 
and solve the unemployment problem. Thus, despite the 
new policy of industrialisation, investment by the private 
sector in industry has remained very low. During the past 
seven months of the current fiscal year a total of Rs 52.4 
million has been invested in a total of eight small-scale in- 
dustries. 

The new fiscal policy, however, contributed to steadvim- 
provement in foreign-exchange reserves. According to Fi- 
nance Minister Prakash Chandra Lohani. by March 
foreign-currency reserves had increased to Rs 3.2 million. 
of which Rs 1.59 billion were convertible. o 
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profits. BCCI general manager Anwarul Amin believes 
. foreign banks operate in Bangladesh with less con- 
ints than in many other Third World countries. He ag- 


pecially in the Middle East through its large network of 






emittance business in Bangladesh which totalled more 
han US$500 million. —— 
“BCCI,” Amin told the REVIEW, 





"can offer services 





han any of the world's largest banks and such network 
ilities are being offered to nationalised Bangladeshi 
ks. So we don't compete with the local banks.” The 
k successfully launched its new product, BCCI/Visa 
eller’s cheques last year and already sold cheques 
orth US$6 million in the first year. | 





rindlays Bank, which was established in Dhaka in 
.1905 and has a network of nine branches — largest 
among the foreign banks — appears to be trying 
d to regain its leadership. Its new general manager, Alan 











d is now busy evolving new product lines. “We wish to 
tain our top position as an innovative bank," he added. A 
eque-guarantee card would soon be issued to clients en- 
ling them to make payments by cheque to shops, restau- 
ts, petrol stations and other important establishments: 
ould also help clients to cash their cheques quickly. It 
is already opened a personal-pay office in the foreign na- 
onal-dominated Gulshan-Banani areas since it cannot 
en any new branch because of restrictions. Other 
'anches are being renovated. 1 p 

Grindlays also has offered to provide training facilities 
our or five bankers from BB and nationalised banks in 
haka at the Bombay Training Institute annually — at its 
vn cost. BB will nominate candidates each year. © | 
It is also installing computers in its branches to provide 
L better services to clients. However, Agrani Bank, a 
ge nationalised bank, BCCI and Arab Bangladesh Bank 
lso putting in computers shortly. Several commercial 
s (foreign and local) have also installed Reuters' 
omic monitoring service. " 

'he country's lone Islamic Bank of Bangladesh, which 
fan operation in August 1983, has provided 9.8% profit 
nolders of its PLS or profit-and-loss-sharing (savings) 






































ank's executive president M. A. Karim said he isnot much 








rent year has been set at Taka 320 million from its present 
deposit of Taka 180 million. — 

- However, Islamic Bank's clients are currently facing a 
problem from the taxation department. They borrow 
money on the basis of PLS and have to provide about 20% 
of their profit to the bank as service charge. Although in- 
terest being paid by business to the banks is accepted by tax 


1e absence of any relevant government law. AN 

"The bank has been assured by the government that it will 
eliminate this flaw in the near future. Since the concept of 
lamic banking is still new in this country, almost half of 


ice charge has not been accepted as similar expenditure in 


ve property market in the country and to become in 
ed directly in property development, — ^. 






i, however, that branch expansion has been severely re- | 
icted in this country. His bank has become very active in = 
andling remittances from Bangladeshi workers abroad, | 


ranches in those areas. Last year, BCCI handled 22% of | 


hrough the largest number of branches in more countries | 


per, is keen to see dynamism back into the client service - 


terested in developing large deposits without ensuring 
nues for their investment. His deposit target for the cur- 


thorities as business expenditure, the Islamic Bank's ser- 


ts deposits remained idle throughout the year. The bank 
nagement is now trying to invest its fund to develop an. 





















































ounts and between 11-14% to PLS term depositors. The | 


| rapid expansion of the country 









By Manik de Silva in Colombo ` 

gena thoughtful lecture delivered at the Central Bank of 
Ceylon’s staff-training college, Dr W. M. Tilakaratna, 
k Sri Lanka's Secretary to the Treasury and to the Minis- 
try of Finance and Planning, offered some figures of the 
y's banking since 1969 when 
he was serving as.a senior officer in Central Bank, _ 
. At that time, there were 155 commercial-bank branches 
in the country, constituting an average of one branch for 
every 80,000 head of population. By 1983, the number of 
bank branches had grown to 671, excluding the branches of 
National Savings Bank which is not a commercial bank. 
That means that Sri Lanka today has one bank for ever: 
22,500 people. In terms of the number of bank accounts, 
even on an extreme assumption.that every bank account 
was held by a separate individual, the number of people 
with bank accounts had leaped dramatically from 4.5% to 
28.9% of the population. RUE E 

As Tilakaratna, who relinquished his appointment as 
Central Bank's deputy governor to move across to the Trea- 
sury and preside over the bureaucracy responsible for im- 
plementing President Junius Jayewardene's economic 
liberalisation policies, was to say: “Even after allowing for 
the faet that the number of people with more than one ac- 
count and the number of accounts held by corporate bodies 
are likely to have increased markedly, this expansion con- 
stitutes a very significant increase." | ESSEN 

There is no doubt that the development of the banking 
system has been unprecedented in the years since the open- 
ing of the economy. There had been a substantial increase 
in deposit mobilisation: per capita time and savings depo- 
sits had increased from Rs 80.8 (US$3.23) in December 
1969 to Rs 1,417.6 in June 1983 and is considerably higher 
now; Bank of Ceylon and People's Bank — the two state- 
owned commercial-banks which have long dominated the 
commercial-banking scene — have penetrated the remotest 
rural areas with a wide network of branches. National Sav- 
ings Bank (also an agency of the state) following a deposit- 
mobilising high-interest policy also has added many 
branches to its string. And last but not least, a total of 14 

















' foreign: banks and two representative offices have opened 
. Colombo offices since 1978 when the new economic policy 












on the capital: With foreign workers' inward remittances 
from Rs 109 million in 1976 to Rs 6 billion in.1983, banks - 
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deal in Certificate of Deposits — which the inland revenue 
has not been happy about — and an activation of the short- 
term money market have all helped boost commercial 
banking profits to unprecedented heights. 

The chairman of the state-owned People's Bank, Dr S. T. 
G. Fernando, told the REVIEW that his 1983 profits from fig- 
ures now available were Rs 387 million against Rs 211 mil- 
lion a year earlier. He said the year was unprecedentedly 
successful and he did not know whether those results, pos- 
sible because of strict control of administrative costs and 
overheads, a holdback on branch openings, switching 
funds, cutting interest rates on deposits and so on could be 
repeated in the next few years. 

Most 1983 commercial-bank profit figures are not yet 
available but the signs are that banks — including foreign 
banks which do not publish the performances of their Co- 
lombo branches — have done well. Finance Minister Ron- 
nie de Mel told the Review that the French-owned Indo- 
Suez Bank and the Bank of Credit and Commerce Interna- 
tional domiciled in the Cayman Islands, which were among 
the first new foreign banks to come here, appeared to have 
done best among the newcomers. 

But Tilakaratna and the country's other economic mana- 
gers are unhappy that successes achieved in terms of 
branch expansion, institutional diversification and deve- 


lopment of new financial instruments have not been 
matched by improvements in the supply of credit. They 
freely concede that banks are not charitable institutions. 
They are very well aware that state-owned banks, pres- 
sured into giving farmers agricultural credit, have burned 
their fingers on recoveries. 


banks should embark on activities that have no 

prospect of profitable operation in the foreseeable 
future. However, I cannot overemphasise the fact that there 
must be a marked change in the perceptions, attitudes and 
the will of the banking sector in Sri Lanka." 

He remembers saying in 1969 that Sri Lanka was not 
looking for the bowler-hatted, brolly-carrying banker 
from London. But he regrets that: “Even today, most com- 
mercial banks in Sri Lanka continue to follow inappro- 
priate banking policies. These institutions must become 
more sensitive to developmental needs of the country. They 
must move away from the narrow confines of commercial 
banking to development finance. In the Sri Lankan con- 
text, this means becoming more sensitive to credit needs of 
the rural sector and small entrepreneur." 

Tilakaratna is outspoken on this subject. “Banks con- 
tinue to concentrate their efforts on trade and distribution 
sectors, particularly the import-export trade. Recently, the 
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T he secretary says: "I certainly do not advocate that 







? f : 
Ronnie de Mel (left): 1'd be happier if . . .' and Tilakaratna: now at the Treasury. 
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enlarged flow of foreign inward remittances has also been 


an easy source of income. Such activities are certainly im- 
portant and vital for the good health of the economy. How- 
ever, I am certain that the banking infrastructure available 
in the country today has the potential to go beyond these 
easy options, without diminishing the long-term profita- 
bility of the institutional financial sector." 

He argues that it will be in the long-term interests of 
commercial banks to become actively involved in the deve- 
lopment effort. As Sri Lanka grows, then the flow of busi- 
ness available to banks operating there will also grow. He 
hopes that the banking community will bécome alive to its 
“enlightened self-interest.” 

“Credit must not be confined to trading activities. It must 
also flow to areas that show potential for growth of income 
and employment. The Sri Lankan economy is still domi- 
nated by farmers, cottage industries, small industries and 
small businesses. Credit flows concentrated in the urban 
sector must not neglect the potential of the largest sectors 
of the economy,” he says. 

Knowledgeable observers of the banking scene see the 
truth of the secretary’s perceptions in the marketplace. De 
Mel told the Review: “I’d be happier if some of the new 
foreign banks concentrate on some of our development 
activity rather than deal almost exclusively in funding im- 
port-export activity.” He would also like them to interest 
themselves in agri-business and non-traditional exports 
and notes that: “While some banks have behaved, others 
have not strictly conformed to the norms that we 
lia 5 expected of them. One or two have used facilities 
© |š for imports that were given for financing ex- 

_ [$ ports. That's why we are bringing in the new 

— | banking law as quickly as possible: the legal 
draftsman says the bill will be ready by June." 

After the ethnic riots of July 1983, the au- 
thorities found that older foreign banks in busi- 
ness from British times demonstrated a greater 
willingness to help affected businesses with cre- 
dit facilities than some of the newcomers. The 
two state-owned commercial banks required by 
government to respond to the needs of the rural 
economy, are resentful about the loss of some of 
their capitive business to the newcomers. In a 
competitive climate, the state-owned commer- 
cial undertakings shopped around for the best 
terms and took their business to whoever gave it 
to them — and were often the sufferers. 

Will Sri Lanka encourage any new foreign 
banks to come in? De Mel said this would be done 
only if it seemed to be in the interest of the coun- 
try. “We won't encourage newcomers from geographical 
regions that are adequately represented here. For example, 
we've refused applications from the Gulf. But if a good 
bank applies from Japan, for example, we'd certainly con- 
sider that," he said. There have been no applications from 
Japan up to now, but Central Bank sources said Thai 
Farmers Bank had applied. 

Chase Manhattan won approval last December to come 
despite there being as many as three United States— 
domiciled banks (Citibank, American Express and Bank of 
America) as well as two representative offices (Mellon 
Bank NA — formerly the Girard Bank — and Bankers Trust 
Co.) being already here. Chase has long been considering 
coming in and de Mel said that he had had many discus- 
sions with David Rockfeller. Since 1981, Central Bank has 
required newcomers to bring in Rs 50 million capital 
against the earlier Rs 10 million. Some banks including 
Lloyds have resisted this. De Mel said some of these banks 
said their statutes did not permit it or that they had not 
done it in any other country. 

Two Indian banks in Colombo have been permitted to 
open rural branches. The capital is conscious of the success 
of these banks in meeting rural-credit needs in India and 
Tilakaratna has expressed the hope that indirect benefits 
will accrue from their activities through demonstration 
effects. o 


26 APRIL 1984 e FAR EASTERN ECONOMIC REVIEW 





Bs “(LU : XE V IBOUR | G) SA |. 
| m Boulevard Royal, Luxembout rg E 










Decem ber 31 | , E | x pital Fu nds US$ “Total Assets US$ 


Subsidiaries - | | — 
Bank of Credit & Coninteea International S. A. Doen aui 
Bank of Cred 
Bank of Crec 

















million 


it & Commerce International (Overseas) Ltd., Grand Cayman. | 
it& Commerce International (Lebanon) S.A. L Beirut, Lebanon. . 


Bank of Credit & Commerce International (Swaziland) Ltd., Manzini, Swaziland. | 


Bank of Credit & Commerce Canada, Montreal, Canada: 
Bank of Credit & Commerce (Zambia) Ltd., Lusaka, Zambia. 
Bank of Credit & Commerce Gibraltar Ltd., Gibraltar. 
Bank of Credit & Commerce Niger, Niamey, Niger. 
Bank of Credit & Commerce (Botswana) Ltd., Gaborone, Botswana. 
Bank of Credit & Commerce Zimbabwe Ltd., Harare, Zimbabwe. 
Bank of Credit & Commerce Cameroon S.A., Yaounde, Cameroon 
Bank of Credit & Commerce Hong Kong Ltd., Hong Kong. 
BCCI Finance International Ltd., Hong Kong. 
PT.BCC Pratama Leasing Indonesia, Jakarta, Indonesia. 
Credit and Finance Corporation Ltd., Grand Cayman. 
. BCCI Finance International (Kenya) Ltd., Nairobi, Kenya: 
BCCI Finance N. V; Curacao, Netherlands Antilles. 
 Italfinance International S.p.A., Rome, Italy. | 
BCC Credit and Finance (Uruguay), Montevi deo, Uruguay 
| Banco de Descuento, Madrid, Spai in. 


Affiliates - 


. Banco Mercantil, Bogota, Colombia. 
Bank of Credit and Commerce (Emirates), Abu Dhabi, U.A.E. | 
Bank of Credit & Commerce International (Nigeria) Ltd., Kano, ; Nigeria: 
Bank of Credit & Com ierce (Misr) S.A.E., Cairo, Egypt. 
Banque de Commerce et de Placements S.A., Geneva, Switzerland. 
National Bank of Oman Ltd., (S.A.O.) Muscat, Sultanate of Oman. 
— Bank Ltd., Accra, Ghana. 
KIFCO - Kuwait. International. Finance Co., S.A. K. Safat, Kuwait, 
BCC Finance & Securities Ltd., Bangkok, Thailand. : 
alaysia) Sdn Bhd, Kuala Lumpur, Malaysia 
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: Australia, Bahamas, Bahrain. Banca. Hartudok Bolsvind: Brazil. Coe. Canadi, Ching. Colombia; — ihenati Egypt 





France. Gabon, Germany (West), Ghana, Gibraltar. Grand Cayman. Hong. Kong. India. indonesia, Isle of ! 





Man. Italy, ivory Coast, Jamaica. 
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EA AUSTRALIA/FOREIGN EXCHANGE 


 Post-devaluation and all that 


By Edna Carew in Sydney 

«g December 1983, Australia switched in the space of 
_ M one weekend from decades of a fixed exchange rate and 
A range of exchange controls to a floating currency. 


d A tually all exchange controls were lifted at the same time. 
nce then, foreign-exchange (FX) operators have coped 
arkably efficiently with a currency that is predictably 
more volatile, particularly within a day's trading. 
Since the December float, the Australian dollar has 
- strengthened against the United States dollar; initially the 
E nn currency dipped to around 86 US cents as trad- 
s tried to unwind big bought positions, but more recently 
» th e Australian dollar has risen to around 96 cents — helped, 
- of course, by the generally softer tone of the US unit. 
— The move to a floating currency in Australia threw the 
‘Spotlight on the relatively small number of full-scale 
: operators in the country's FX market. 
Physical FX is the preserve of the trad- 
ing banks: merchant banks over the 
years developed their currency hedge 
_ market which deals in non-deliverable, 
offsetting contracts. The hedge market 
| sided opportunities to cover against 
— exchange-rate risks for transactions 
— which for one reason or another were in- 
gible for cover in the banks’ forward 
market. 
_ Currently, debate centres on whether 
do federal government might follow the 
Zealand pattern and rush through 
ome additional FX licences rather than 
follow the recommendations of the re- 

. cently released Martin Report on the fi- 

nancial system and concentrate on 

bringing new banks into the system. 
ona banks would bring more 
layers into FX but the question of 
eign-bank entry is plagued by politi- 
aa thorns, not least being the approp- 
iate percentage of foreign ownership in 
new banks from both the Labor govern- 
ment's point of view and that of the major foreign banks. 

Ee the arrival of new banks seems as far off as ever, 
-— arguments in favour of more participants in FX are gaining 

ig — 
"The total number of banks able to deal in physical FX is 
p. 13 — that includes all state banks and the Banque 
- Nationale de Paris, the Bank of New Zealand and the Aus- 
tralian Bank Ltd, the three major private banks (ANZ 
— Banking Group, National Australia Bank and Westpac 
_ Banking Corp.) plus the government-owned Common- 
P peoth Trading Bank. 
Wot all these banks are active to the same degree in FX so 
D'ihe effective number of energetic traders is closer to six 
than the full 13 with access to that market. Whether addi- 
tional market-makers in FX would cool the volatility is ar- 
| guable —- overseas experience has not proved conclusively 
— that there is a correlation between a substantial number of 
big players and stable currencies. 

— More relevantly, a greater number of players would boost 
the market overall. The banks operate with Reserve Bank- 
imposed limits on their spot and spot-against-forward pos- 
itions: banks claim these limits are too conservative but the 

. Reserve Bank believes that, left to themselves, many banks 
would stick within similar levels out of prudential consid- 
erations. 

More banks would add to the aggregate limit of the mar- 
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ket and therefore its capacity to absorb large parcels on any 
day which in a thin market tends to push the exchange rate 
disproportionately. 

The banks have been the winners from changes made late 
last year in Australia's FX system. Prime Minister Bob 
Hawke gave banks their first taste of more freedom in late 
October when he announced some modifications in setting 
the Australian dollar mid-rate and lifted the seven-day 
rule on the banks' forward market. This rule insisted that to 
be eligible for this market, traders had to take out cover 
within seven days of incurring the exchange-rate risk. Re- 
moval of that rule has given corporate users of FX markets 
more leeway to choose between the banks' forward market 
and the hedge market. 

The sole remaining restriction on the banks' forward 
market is that only trade transactions 
; are eligible for cover in that market — 
capital transactions must be placed in 
the hedge market. Removal of that last 
$ constraint would open up the banks’ 
“ forward market to an extent that would 
virtually whip the raison d'étre away 
from the merchant banks' hedge market 
— unless the merchant banks were 
simultaneously given access to the true 
forward market. 

Freer operating conditions have given 
an edge to the banks' forward market — 
additionally there is reportedly some 
blurring of distinction between trade 
and capital transactions and banks are 
taking some capital transactions on 
board, even though that is technically 
not within their area. But with the lift- 
ing of most exchange controls and the 
withdrawal of the Reserve Bank from its 
previous backstop role in FX, the extent 
of the central bank's vigilance has dwin- 
dled. 

The Reserve Bank watches the banks' 
open positions with a keen eye, but is apparently showing 
less interest in any twisting of market rules and conven- 
tions. At the same time, the Reserve Bank is acutely aware 
of the anomaly that is maintained by holding one control on 
the banks' forward market against a background of an es- 
sentially deregulated system. 


ut the central bank is sympathetic to the knife- 
edge position of the merchant banks' hedge market: 
the Reserve Bank is not going so far as to guarantee 
that market a permanent niche but is acknowledging the 
role played by its major participants in recent years in fil- 
ling a gap in FX markets. The hedge market grew out of a 
need to circumvent regulations — once these regulations 
are removed, the need for the hedge market evaporates. 
Merchant banks remain hopeful of swift action on FX li- 
cences. 

Recent remarks by Federal Treasurer Paul Keating have 
sustained these hopes: he has made it clear that his govern- 
ment is not out to stifle non-bank financial institutions. 
Non-banks — particularly merchant banks — had felt the 
Martin Report tolled a dismal note for their future, with its 
suggestions that the government first consider new banks 
rather than go the FX licence path and its recommenda- 
tions of only four to six new banks. 

One of the immediate results of the shift from a fixed cur- 
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market to rely on the trading banks for a daily spot rate on 
which to base settlement of maturing hedge contracts. 
Under the previous system, the hedge market used the mid- 
rate of the Australian dollar as set each morning by the Re- 
serve Bank. Now the hedge market uses the average of the 
trading banks' quotes as expressed at 9:45 a.m. each day. 
This arguably gives the banks considerable clout over the 
spot market. To minimise risk, traders with maturing 
hedge contracts are advised to settle these as close as possi- 
ble to 9:45 a.m. to avoid the possibility of a wild rate swing. 
Alternatively, traders can take out a one or two-day hedge 
contract ahead of maturity, thereby safeguarding them- 
selves against a sharp fluctuation in the spot rate. 

These methods have made the hedge-settlement proce- 
dure a somewhat clumsy process; they have also added to 
the volume of business at the spot end of the hedge market, 
which has helped offset the downturn in business in other 
areas, 

The lifting of exchange controls which accompanied the 
shift to a floating currency has opened Australia’s markets 
to non-residents and allows residents to hold foreign-cur- 
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Hawke plays China's Deputy Premier Wan Li: changing the FX rules. ^" 


rency accounts domestically and overseas, Banks and mer- 
chant banks are offering foreign-currency accounts to 
clients but are not bowled over in the rush for business. 
Awareness of the new rules is not yet high and these institu- 
tions are not, of course, encouraging small deposits as these 
would be too costly to operate. Many large companies al- 
ready had their avenues to foreign-currency accounts. 

Banks can now trade third currencies without (as was the 
theory) being forced to have such transactions backed up 
by genuine customer business. Merchant banks are free to 
link into global overseas-parent networks and many are 
pushing their round-the-clock trading potential with links 
in Asia, Europe and the US. 

Australia's — particularly Sydney's — position in the 
time-zone leaves it ideally placed to fill a gap between the 
close of the US West Coast and the opening of markets in 
Asia. This advantageous geography has fed arguments that 
Sydney (and Melbourne) develop their potential as 
offshore-banking units. Offshore banking is widely sup- 
ported by those who see it as a soft option for the federal 
government pending the ironing out of political difficulties 
that surround allowing new banks into the system. Oo 
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By Brian Robins in Sydney i 
D» of Australia's financial system seen over 


—— E 


the past 12 months is likely to be a foretaste of what | 
can be expected over the next few years. The deci- - 

sion late last year to float the Australian dollar caught the 
banking sector — and indeed the entire financial communi- - 
ty — by surprise since there had long been stiff bureaucra- 
tic opposition to the move. A 
Now the federal government, armed with recommenda- 
tions of the recent Martin Review Committee into ways of 
deregulating the financial system, is expected to lift a - 
number of major controls on the banking sector over the - 
next few years. A major recommendation of the committee - 
— the introduction of up to six foreign banks into the 

domestic market — already has the personal support of the 
federal treasurer, though it has yet to gain the full support 


of the government. 
Three years ago, the big privately owned banks operat ! 
in Australia went on an orgy of mergers as they prepared - 
for the anticipated entry of foreign banks and fhe start of 
deregulation of the financial system. As a result of those 
mergers, competition among the banks has increased sharp- 
ly and operating efficiencies have improved significantly. 
The Martin Committee, which was to make recommen- | 
dations on the implementation of the earlier Campbell — 
Committee guidelines into the domestic financial system, | 
came up with a series of suggestions which, if adopted, wine 
further enhance the position of banks within the finamcial | 
system. This is hardly surprising since limitations placed - 
on the banks have resulted in the growth of a large number _ 
of non-banking financial intermediaries, which moved in © 
to cover areas where the banks' hands were tied. T 
Most of these fringe groups, commonly known as mer- _ 
chant banks, have at their hub a money-market operation. - 
Limitations prevent trading banks from being involved in - 
taking short-term deposits, though most banks do have; | 
large holdings in some of the larger merchant banks. But 1 
while the future position of banks within the domestic fi- | 
nancial system is likely to be further enhanced if the Martin | 
recommendations are adopted, they have done a lot over 1 
the past four years to lift their own competitive game. y 
Already, there has been stiff competition for the savings 
dollar over the past four years, especially with the — 
emergence of cash-management trusts offering much 
higher rates for deposits than commonly available from Š 
banks. Faced with a massive loss of deposits, savings banks _ 
have had to counter with renewed vigour and, in the pro- 
cess, their average cost of funds has risen sharply placing ] 
their margins under a great deal of pressure. While this has ý 
primarily affected savings banks, trading banks have also 
been squeezed since their interest-free deposits have fallen 
as investors have become much more conscious of rival al- 
ternatives. While faced with strong competitive pressure, 
banks have also moved to extend their operations. | 
For example, last ycar ANZ Banking Group snapped up 
the trustee business of the failed Trustee and Executor 
Agency Co. and followed this up with the A$100 million- 
plus (US$94.76 million) purchase of Development Finance 
Corp. which in turn gave it control of the large Australian 
fixed-trust operation: this has more than A$800 million in- 
vested in a variety of property and equity trusts, which 
have moved back into favour over the past few years. And - 


with outsiders allowed to buy equity in stockbroking 
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partnerships, each of the big trading banks is expected to 
be among the first groups to buy in (National Australia 
Bank announced on 30 March that it was having discus- 
sions with A. C. Goode & Co. with a view to taking a 50% 
equity stake in the Melbourne-based brokerage. This 
would make stockbroking services available throughout 
the bank's 1,300 branches). 

So, while banks have been broadening their operating 
base in preparation for the anticipated deregulation of the 
domestic financial system, they are still bracing themselves 
for mounting competitive pressure expected to follow from 
the future entry of foreign banks. 

Under a Martin proposal, foreign banks may be able to 
hold up to 50% of the capital of a local offshoot — a recom- 
mendation that has drawn sharp criticism from big inter- 
national banks keen to have full ownership of any offshoot. 
In any event, the prospect of the introduction of several 
new banking licences within a short period is expected to 
keep local capital markets under pressure since there is 
likely to be a large demand for equity funds which may 








place domestic capital markets under pressure for a time. 
In addition, it is likely to be anything up to 10 years before 
any new banks would be in a position to prove stiff compet- 
ition for local banks, given the amount of time it will take to 
build up a deposit base and establish market share. The re- 
cently formed Australian Bank is finding that its develop- 
ment is taking far longer than originally envisaged due, 
in part, to the difficulty of building up a sizable depo- 
sit base. 


hile Federal Treasurer Paul Keating has given his 
W personal approval for the entry of foreign banks, 
there is likely to be bitter fighting within the ranks 
of the Labor Party over the issue. Traditionally Labor has 
had a hostile attitude towards private banks after the way 
the banks manoeuvred in the late 1940s when Ben Chifley's 
Labor government attempted to nationalise them, ulti- 
mately resulting in the party being tipped out of office at 
the subsequent federal election. 

Recently, Vic Martin, who headed the Martin Committee 
and another committee member, Prof. Keith Hancock, ad- 
dressed the economic committee of the federal caucus and 
won endorsement for moves to expand the number of 
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foreign-exchange dealers, as well as for moves to drop de- 
posit maturity regulations imposed on banks. But approval 
has yet to be won for the entry of foreign banks: nor is the 
government likely to pursue the issue aggressively while 
there is the prospect of an early federal election being held 
and while there is still strong opposition to the move within 
Labor. 

But while the argument within the Labor Party is ex- 
pected to continue for some time yet, the authorities still 
have not come to terms with some of the more substantive 
recommendations of the committee. It dwelt at length on 
prudential limits which will need to be in place before any 
expansion of the domestic-banking sector gets under way. 
At present there are several controls on short-term depo- 
sits, with strict interest-rate limits on advances of less than 
A$100,000. In addition, banks have to comply with statut- 
ary-reserve deposits and the liquid and government-sec- 
urities ratios, which force them to maintain a minimum 
liquidity ratio. While these two ratios were originally im- 
plemented as a means of forcing banks to maintain a mini- 
mum ratio, they have become, over time, the most obvious 
prudential limits imposed on them. 

The Martin Committee recommended that specific pru- 
dential controls be 
drawn up, following 
consultation between 
the Reserve Bank and 
the federal treasurer. 
The committee adopted 
the approach that pru- 
dential criteria need to 
be established in the 
light of the specific 
needs of individual 
banks, as well as sup- 
porting a broadening of 
the definition and 
range of deposits used 
in calculating mini- 
mum liquidity criteria. 
It is expected that it will 
take the Reserve Bank 
some time to draw up a 
full new set of pruden- 
tial guidelines and it has 
already been involved 
in one scrap with a local 
bank — Westpac Bank- 
ing Corp. — over whe- 
ther subordinated debt 
can be used as part of a 
bank's capital. The Re- 
serve Bank opposed the 
move, while the committee agreed that in most instances 
subordinated debt could be included as capital. 

Against the backdrop of the probable entry of foreign 
banks, there has been a great deal of discussion over the 
possibility of establishing an offshore-banking centre. Two 
state governments have carried out their own studies into 
the benefit of such a move, though the federal government 
has yet to endorse the proposals. It has been argued that 
Australia has a time advantage, which could prove useful 
in attracting some offshore-banking activity away from 
Hongkong and Singapore, though its geographical isola- 
tion is one factor which may limit the development of such 
a centre. 

Nonetheless, a lot of industry members are bullish on the 
prospects for such a move, especially in the light of the con- 
tinuing drift of capital away from Hongkong as negotia- 
tions over its future continue. Elsewhere, as part of an over- 
all expansion of the domestic-banks' automated opera- 
tions, they have recently been forging links with a number 
of major retailers and petrol companies for the introduc- 
tion of new systems which operate at the point of sale, with 
all big banks moving to position themselves for future 
developments in this sector. 
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WORLDWIDE, THE WAY TO ARAB BUSINESS IS THE ARAB B 


If you plan to do business in the Arab been at it for 54 years. Each branch New York, market products or services - 
world your strategy should include manager is a specialist in his home throughout the Arab world, and do it — 
Arab Bank Limited. country, steeped in the knowledge it all through one bank. The Arab Bank. 

Our focus is on Arab business. More takes to succeed there. And our Get to know the Arab Bank in Singa- - 
than 100 of our branches and affiliated network is worldwide, with branches pore. Write or call Arab Bank Ltd., 
offices are concentrated in the Arab in the major financial centers. 1 Bonham St., 4420-00, UOB Building, 
countries of the Middle East. This means, for example, a Hong Singapore 0104. Tel: 5330055. 


Nobody knows more about the sub- Kong or Singapore manufacturer can ` 
tleties of doing business there; we've raise capital in London or Zurich or ARAB BAN K LIMITED 
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By Colin James in Wellington 


ankers have become a beleaguered species in New 
Zealand as Prime Minister and Finance Minister Sir 
P Robert Muldoon attempts to hold both prices and in- 
terest rates down while running a high budget deficit. Mul- 





- doon has gradually squeezed bankers by regulation and ad- 


ministrative controls until they have been forced — in the 


- words of Bankers’ Association chairman Peter Gilbert — to 


help him have his cake and not have it at the same time. 
Gilbert added that Muldoon was a 


election looming by November at the 
latest, the prime minister is deter- 
mined to go to the polls with a good 
record on both inflation and in- 


to controls and threats. A price- 


June 1982 and lifted only on 29 Feb- 
ruary this year. Wages, however, 
remain controlled until the govern- 
ment and unions can agree by how 
much they should rise and prices 
can move only by the amount of in- 
flation in calendar 1983 — 3.6% — 
or risk being rolled back by the De- 


On interest rates, Muldoon im- 
posed a limit of 11% on first 
mortgage loans and 14% on second 
mortgage loans last November after 
lawyers, through whose trust ac- 
counts much money is lent for hous- 


rantee satisfactory low rates. 
That cut back bank and finance 
houses’ house lending. One of the 
smaller finance houses, Beneficial 
Finance, which had been almost 
solely engaged to topping up house 
finance, left the market altogether. 
The country’s biggest bank, the state-owned Bank of New 
Zealand, dropped out of all but some minor categories of 
house lending in February. 

The effect on interest rates has been confusing. Rates 
were coming down before Muldoon struck, but since then 
downwards revision of existing mortgage rates has slowed 
and in some cases stopped, leaving holders of existing 
mortgages effectively subsidising new borrowers. Building 
societies tied to house lending — at a highly competitive 
stage of their development — have been particularly af- 
fected since they must borrow in a depositors’ market held 
up by the government's need to finance its budget deficit of 
9.5% of gross domestic product. 

By contrast, two of the four trading banks, the Australia 
and New Zealand Bank (ANZ) and the National Bank of 
New Zealand, have announced policies of reducing exist- 
ing mortgage rates to the decreed levels as they come up for 
review — National from last November and ANZ from this 
April. One of the biggest insurance companies — the AMP 
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— — 
building societies, Coun- 
trywide, have done the same though not for all mortgages. 

But even with movement in house-mortgage rates — the 
most important politically since they feed directly into the 
consumer price index and thus affect the inflation figure he 
can deliver by election time — Muldoon was left with in- 
terest rates in other areas that he regarded as out of line. 
When he announced a NZ$600 million (US$399 million) 
1095 stock issue in January, prime 90-day interest rates 
climbed by nearly 2% to about 14.5%. 

He had already applied a ceiling of 1% a month growth in 
total lending by financial institutions from January and 
tightened reserve asset ratios, under which banks must 
hold a certain proportion of their funds in government 
stock. Under threat of regulation — and a potential loss if 
lending rates were cut below borrowing rates — banks and 
finance houses agreed to cut borrowing rates to 10% in à 
move which went bitterly against the grain of their free-en- 
terprise beliefs. Muldoon for his part closed off the govern- 
ment stock issue. 

Worse followed, anyway as far as the banks were con- 
cerned. On 27 February, reserve asset ratios were raised 
again after it became apparent lending had exceeded the 
ceiling and was running about a 2% growth. In effect, in the 
three months to the end of February Muldoon had reduced 
by about NZ$150 million the funds 
available to financial institutions 
for lending. 


he progressive tightening of 
"phos on banks since a sur- 

veillance scheme was intro- 
duced a few days before the 1981 
election is ironic. It was Muldoon 
who freed interest rates and much 
of the control over banking in 1976, 
thus stimulating rapid develop- 
ment of competition and sophisti- 
cation in the banking sector, espe- 
cially the merchant-banking sec- 
tor. In one sense he continued the 
loosening-up process last year with 
the granting of seven licences to 
merchant banks to trade in foreign 
exchange and the introduction of a 
forward market. And — a wry com- 
ment on the effect of attempting to 
recontrol the money market — 
senior executives of a number of 
lending finance companies de- 
parted to set up a new company, 
Equiticorp, partly to escape the in- 
flexibility imposed on existing in- 
stitutions. 

Muldoon was active in one other 
banking matter: the question of 
National's right to trade in Austra- 
lia, which had followed a policy of allowing only Austra- 
lian banks' full branch-trading operations (with two ex- 
ceptions, one of them the Bank of New Zealand). Since the 
other two trading banks operating in New Zealand, ANZ 
and Westpac, are Australian-owned, Muldoon argued to 
Australian Treasurer Paul Keating and Prime Minister Bob 
Hawke that the National should be allowed in. Keating and 
Hawke, however, jibbed because it would effectively be let- 
ting in an English bank (National is wholly owned by 
Lloyds) by the back door. 

Muldoon's arguments that the spirit of CER (the closer 
economic relations free-trade treaty signed last year) de- 
manded entry by the National failed to convince the Aus- 
tralians. But they did agree to re-examine foreign-invest- 
ment policy in the context of CER. That review, coupled 
with a generally relaxed attitude to foreign investment 
within Australia's Labor government and an inclination to 
allow another four to six foreign banks in, may yet allow 
the National to trade. An answer is expected shortly. D 
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Our international banking connections - 
make us even more attractive 


First Hawaiian Bank. Surrounded by — 
= And supported by a strong international division 
with world wide connections and direct ties to 
financial institutions throughout the rest of the 
United States. We're the eldest, most innovative 
bank in one of the most beautiful, yet cosmopo- ~ 
litan places on earth: " 

If business brings you to Hawaii, business 
sense will bring you to First Hawaiian 
Bank. The financial bridge between East 
and West. For further information, contact: 

First Hawaiian Bank, International 
Banking Division, P.O. Box 3200. 
Honolulu, Hawaii 96847 
Telephone (808) 525-8851. 
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—  — PROFITS ARE EARNED THROUGH USE-— NOT OWNERSHIP — “OF : EQUIPMENT 

NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 


FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 


BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 
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OLC's subsidiaries and affiliated Companies in Asia s 2 . 

Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing (Asia) Ltd. 
— Orient Leasing (Hong Kong) Ltd 

Singapore — Orient Leasing Singapore Ltd. 5 

Malaysia — United Orient Leasing Co., SDN, BHD 

Indonesia — P. T. Orient Bina Usaha Leasing Orient Leasing (HK) Ltd. 

Korea — Korea Development Leasing Corporation 

Philippines — Consolidated Orient Leasing and 


Licenced Deposit—Taking Company 





Equipment Leasing Specialist 


Orient Leasing Co., Ltd. Finance Corporation 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd Tel: $-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd. 


China — China Orient Leasing Co., Ltd. 








Our way with words is simply that we don't 
speak when we don't have to. 

Our way with money is that we like to make 

a lot of it. 

And the Ka Wah Bank of Hong Kong wants to share 
Our way with you. 

The Ka Wah Bank has doubled its assets every 
other year for the last five years. And it's 

grown quickly, with branches in Asia, Los Angeles, 


ND OW -W YORK! 
























We've built our reputation and our 

success on two ideals: confidentiality, 
and personalized service, customerizing — 
our procedures to fit your needs. 


Sometimes banks can be very 
unaccommodating. But the Ka Wah feels — 
in that very Chinese spirit — that 
there is always a way. 


New York Branch: 
520 Madison Ave., 38th Floor, New York, NY 1 
Tel.: (212)-308-5500 TIx.: 662388 
Los Angeles Branch: 

Suite 102, Chinatown Plaza, 818, North Broadway, 
Los Angeles, Ca 90012, USA 

Tel.: (213) 617-1120 Tix.: 686221 KAWAH BANK LSA 
Canadian Representative Office: 

P.O. Box 168. Suite 4140, Commerce Court West. 
Toronto, Ontario, M5L 1E7, Canada. 

Tel: (416) 364-6100 Tix: 065-28208 KAWAH BANK TOR 
Head Office: 

232, Des Voeux Road C., Hong Kong 

Tel.: 5-457131-8 TIx.: HX 74636 KWBNK 










26 branches throughout Hong Kong. Kowloon and New Territories. 





Europ ~ Sp «d l t 
Bank for Asia 





Bang Pa In - Former summer residence of the Thai royal family. 
A symbol of Eurasbank's business philosophy - to blend European and Asian interests. 


European Asian Bank 


Head Office: Neuer Wall 50, D-2000 Hamburg 36, West-Germany 


HAMBURG 
BANGKOK 
BOMBAY 
COLOMBO 
HONGKONG 
JAKARTA 
KARACHI 
KUALA LUMPUR 
LAHORE 
MACAU 
MANILA 
PUSAN 
SEOUL 
SINGAPORE 
SYDNEY 
TAIPEI 
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Chinese Society in Rural Malaysia by 
Laurence K. K. Siaw. Oxford Univer- 
sity Press, Hongkong.  HK$160 
(US$20.50). | 


am iti is a rural town in the Jelebu dis- 


trict of Negri Sembilan, some 40 |. 


kms northeast of Seremban, the state 
capital. It is so far off the beaten track 
that few Malaysians outside the state 


have even heard of it. It is one of the - 


numerous towns and villages along the 

west coast of Peninsular Malaysia 

where the Chinese have settled down. 
This book is about the Chinese com- 


munity in Titi and is an expansion of. 


the author's doctoral thesis, Such re- 
search papers are notoriously boring to 
read and perhaps for this reason most 
remain unpublished and are left to 
gather dust in archives or campus 
libraries. The saving grace of this book 
is that it is a study in microcosm of the 
Chinese throughout the country. Even 
the early history of the Chinese in Titi 
is similar to that in other rural towns 
and villages. 

The author traces the history of the 
town from 1870 to 1960, highlighting 
the trials and tribulations of the people 
whose ties with the motherland had 
been strong until the communists took 
over in 1949. As was the case else- 
where, the Chinese in Titi were influ- 
enced by events in China, including 
political ideologies, education and re- 
ligion. They also started their own 
schools with books and teachers im- 
ported from China. | 

During World War II, some 2,000 
men, women and children in the dis- 
trict were massacred by Japanese oc- 
cupation troops in retaliation for giv- 
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ing this period, eight people who con- 


‘sorted with the Japanese were con- 


victed in a public trial before being 
hacked to death. | 
During the 1948-60 Emergency , the 








Brave 


shank. Oxford University Press. £1 2.95 
(US$18). : 


S Operations Executive, 0 
J SOE, was conceived in 1940, w hen 
the British foreign secretary exami ned 
a proposal that sabotage, subversive 
activities and black propaganda ( dis- 
information, in today’s language) in 
enemy, enemy-controlled and neu tral 
countries should be under the control 


-of the director of military intelliger ice. — 


Regular soldiers were not conside red 


‘tions, and the eventual failure of ‘the 
SOE's Asian arm kept alive one of tthe 
many  civilian-vs-military — verloal 
punch-ups in London and at Southeast 
Asia Command headquarters at 
Kandy, Sri Lanka. 

In this book, Cruikshank describes 
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Miss Piggy 


Hongkong in Turmoil: The Biddulph 
Report 1983 by Jim Biddulph. 
Heinemann Asia. No price given. — 


nce a week, Jim Biddulph, Hong- 
tad kong resident and former BBC 


foreign correspondent, entertains the | 


territory's radio listeners on subjects 
of local interest — which in Hongkong 
terms largely means turmoil and 1997. 
The 27 pieces of à seven-month period 
in 1983 are now available in à slim 
paperback for those who want to relive 
the tragi-comedy of those months. - 

'" Turmoil and 1997 may not seem to be 








dulph's case they.can be. The i 





eyes 











stance of humour. In Bid-. 








and 1997 


| rent Biddulph can pick a number of | 


small points and weave them inte a 
verbal tapestry of astute criticis m. 


| Those points often seem at first to have 


no real connection, .. 

But behind the irreverence lies soime 
very clear thinking on the subject of 
Hongkong and 1997 which deserves a 
wider audience. k | 

How, for instance, could Miss Pig gy 


possibly be connected with the confi- - 


dentiality of the Peking talks on the f'u- 
ture of Hongkong? Biddulph says: 
“Miss Piggy and The Muppet Show 
have been-banned in Norway because 
they're considered unsuitable for 
children. In much the same way, the 








ble time by the British authoriti 


| the struggle for control of the to" 


people were also given an uncomforta- | ings. 


j and D etulance in the SOF - | 


SOE in the Far East by Charles C ruik- - 


Or 


ery interspersed with petu 


necessarily capable of handling stach 
delicate matters as stirring up revo lu- - 


whole subject of 1997' and the. 


| handful of Hongkor ig’s 5.5 











cause some of them were involved: 
the communist insurgents. The t 
had such a bad reputation that. 
dreds of families were resettled ti 
them away from the communis! 
rillas and put behind barbed 
500,000 people were resettled. 

There is also a good chapter i, 
role of the secret societies in Ti 


















































































tween the Hung, and Wah Kee 
bers. All in all, thisisausefula d 
to the rather short list of book 
the Malaysian Chinese, wh 
about 40% of the population. 
more researchers and scholar s 
be encouraged to publish th . 


how SOE in Asia — far les s su 
than it was in Europe — tw ned 
liminal somersault” by det oar 
its original directive — sa bota 
concentrate on paramili tary 
tions. It is a detailed chro ticle: 


changes between allied cc omma 
such seniority that they shouk 
known better; there is € 'ven o 
exchange between office rs lead 
raiding parties sharing the sam 
marine. | 

The most extraordin ary st 
cerns a thug — so descri! sed bs 
minister for economic ` warfar 
Dalton — who by sleigh t of hand 
British Government's; large: 
black-market operatio n singl 
edly credited the allies with the: 
of war to the tune of £ /7 million 
worth about US$300 m iillion). 


has been effectively b: anned as u 
able for consideratio n by all 


people." E 

Biddulph moves t hrough a wi 
range of topics, maki ng the stra 
connections. But he c loes it with 
summate ease. Circu mcision a 
United States, self-de fence for wor 
and the governor of Hongkong 
fucius and Western female bu 
polar bears and cric ket balls al: 
into place under Biddi ilph's caref 

His "reports" are among the | 
things to have happe ned on Hong 
radio for a long time:. And his bo 
one of the funniest and more seri 
books on Hongkong and its probh 
of the present and thie future. It we 
be a pity to lose Bi ddulph's se 
voice. : „IAN FINI 
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M lanila resumes talks with a l ess-accommodating IMF 


lo 


\ 





By G. uy Sacerdoti in Manila 

lore than any other candidate, 
Philippine Prime Minister Cesar 
Virata wants to win big in his 






* 





"home ; »rovince of Cavite during the 


‘coming 14 May Batasang Pambansa 
‘(Nation al Assembly) general election. 
Visiting up to 30 back-country villages 
‘a day, ` Virata, in his first campaign 
"ever, sec ‘ks vindication of his right to 
influence » economic policy on behalf of 
the Filipi no. 
Criticis m of his policies, of his al- 
_leged “all: iance” with the International 
“Monetary Fund and the World Bank, 
‘has been based on charges flowing 
from Presi: dent Ferdinand Marcos’ po- 
litical and so-called business cronies 
that, as ant inelected official, he cannot 
"speak for ti he will of the people. (The 
fact is that: nany of the necessarily re- 
"strictive mo: netary policies he has tried 
to push thr »ugh run directly against 
‘the monopol ies and inefficient invest- 
ments of :rmnany of these 
supporters, : ind new restrictions are 
likely to be tc »ugher yet.) 
But during the relative calm of Holy 
Week, the wi 2ek before Easter, when 
the largely F1oman Catholic Philip- 
| pines is more concerned with religion 
than politics, ` Virata took a break from 
| the campaign to return to Washington 
it for the start oi ' negotiations that could 
betougher tha n any he has held during 





| 


his 15 years o f public service. Before 
talks with ban] ks on rescheduling some 


Marcos | 


| 
| 
L 4095 of the coxantry's US$25.6 billion | 


- foreign debt ca n proceed, Virata must 
"negotiate with the IMF a letter of in- 
tent outlining policy adjustments and 
stipulating performance criteria 
| which must be r net before a needed 615 
- million special drawing rights 
— (US$652.5 milli on) standby credit can 
start to be disbu rsed. 

| Even more t han the foreign ex- 
€ change, which, though needed, will 
leave the count: ^y far short of finance 
— even for top-pri ority imports, the IMF 
— standby will car ry the basis for deter- 
- mining how mrt ich debt requires re- 

scheduling, how much new money the 

country's credite or banks will have to 


! 


— lend, how much new multilateral and* 


bilateral aid is n eeded and how much 
of that must be rı »scheduled. 

But the talks ar e expected to be espe- 
cially tough beca use of the policy ad- 
justments the IM F wants, and because 
of the question of how politically 
palatable they w ill be to the govern- 
ment. While Virata knows what the 
economy requires, he also knows he 
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'ougher this time 


hasa formidable job convincing Mar- 
cos 1:0 go along with the painful 
medicine. It is now more than six 
mont hs since the government called its 
first 90-day moratorium on foreign- 
debt repayments — a third, 90-day 
stanc lstill was approved beginning on 
15 A pril — and the longer IMF ap- 
provial is delayed, the more difficult 
the e:conomic-adjustment pill will be 
to sw 'allow politically. 

The first letter of intent for the 
stanciby was scrapped in December 
after the IMF learned of gross mis- 
state ments of reserve levels and of un- 
cont rolled bursts of money-supply 
growth, especially of currency in cir- 
cula tion. 

Tcp government officials and senior 
fore ign bankers involved in the IMF 
and rescheduling talks told the REVIEW 
the economy is rapidly approaching a 
critical state. After the phenomenal 
54%, surge in currency in circulation 
dur'ing the final quarter of 1983, very 
littl e has been done to reabsorb the ex- 
cess; cash. Thus, while the 5 October 
peso devaluation was of 21.4% (from 
PlI:US$1 to P14:US$1), inflation has 
jum iped to about 35% and is climbing. 


ith the dispensing of politi- 
cal largesse, Philippine elec- 
tions traditionally have result- 


ed in increases in currency. The fear is 
thiat unless measures are taken now 
(thiat is, before the elections) to re- 
absorb some of the cash, the Philip- 
pines could find itself in the company 
of hyper-inflation Latin American 
de btor nations. 
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During the political turmoil of the 
fourth quarter, the government tried to 
pull down some liquidity by increasing 
bank-reserve requirements by five 
percentage points (from 18% to 23%). , 
But the precarious position of some 
banks, struck by massive cash with- 
drawals, forced the Central Bank of 
the Philippines to let out P3.2 billion. 
in overdrafts and advances. Still, by 
the end of the year, the commercial 
banks' reserves position showed a defi- 
ciency of P2 billion. 

One of the worst off is the govern- 
ment's Philippine National Bank 
(PNB), the largest commercial bank, 
which is plagued by so many delin- 
quent accounts, forced conversions of 
debt to equity and foreclosures that 
some bankers in the rescheduling talks 
suggest the bank itself should be al- 
lowed to fall. As politically unviable as 
that sounds, it emphasises that a re- 
scheduling of foreign debt will not 
work unless there is a severe re-think- 
ing — and a rescheduling of internal 
debt as well. 

At the same time, pressure continues 
to mount for an exchange adjustment, 
the more exacerbated by the money 
surge. But while Virata prefers a 
straight market-oriented exchange- 
rate regime (leaving the peso’s black- 
market rate at 5-7% above the official 
rate), the vast amounts of cash cur- 
rently in the system — more than the 
political requirements of running an 
election — prevent a parity shift until 
some of the excess money is reab- 
sorbed. 

Since February, the government has 





t 
Marcos, Virata and Imelda Marcos campaigning: Virata needs a big win. 
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clamped down on a great deal of black- 
market activity, forcing the unofficial 
exchange rate down from a high in De- 
cember 1983 of P24:US$1 to 
P16.50:US$1. But with all the eash in 
the system, as soon as the government 
announced it was returning to a 
mechanism of having the Bankers As- 
sociation of the Philippines determine 
spot-market exchange rates rather 
than the central bank (a prelude to 
open-market operations), speculation 
that an exchange shift was imminent 
drove the black-market rate back up to 
P19:US$1. 

Reserve requirements may be in- 
creased again, but “dispensation” will 
have to be given to banks such as PNB, 
which will be unable to meet the in- 
crease. The bigger and better-off 
banks which have been able to meet 
the requirements-may find themselves 
under increased pressure to buy out or 
absorb the smaller, less solvent ones. 

But this still does not deal with the 
reabsorption of cash. Virata says selec- 
tive selling of central bank certificates 
of indebtedness will be restarted, as 
will the issue of Treasury notes, but the 
success of this policy will depend a 
great deal on the level of interest rates. 


ources say this may have to be the 
S major policy adjustment pursued 

to soak up the cash, and with an 
expected initial devaluation of the 
peso in the 20-25% range, rates will 
have to be extremely high for the 
policy to work. During 1983, savings 
rates were about 9.7%, with time depo- 
sits averaging 15.3%. But with the 
economic disruption during the fourth 
quarter, by December the real interest 
level for savings was a negative 16.4% 
and that for time deposits a negative 
9%. 

Some bankers suggest that for the 
policy to succeed, the central bank will 
have to boost its rates gradually to 
above 30%. Among Asian countries, 
Indonesia used this policy successfully 
in the early 1970s, to increase savings 
as much as to control inflationary 
trends. 

As the IMF has handled all its re- 
scheduling standbys, part and parcel 
of exchange-rate and monetary 
. policies is fiscal policy — controlling 
budgetary deficits. While Manila has 
kept its deficit within IMF strictures 
this past year, reduced economic ac- 
tivity in 1984 could create problems. 
Current estimates show that unless in- 
creased revenue measures are en- 
forced, the P 6.5 billion target (or 1.5% 
of gross national product) wjll not be 
met. 

The government has just announced 
another increase in the ad valorem tax 
on imports from 5% to 8%, but sources 
say budget expenditures may have to 
be cut anyway. When the IMF 
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negotiates policy adjustments, it de- 
fines the harshness of its medicine in 
terms of often painful reductions in 
real growth and standards of living. 
For the Philippines, the delays and the 
money surge have made both the IMF 
and the New York-based 12-bank Ad- 
visory Committee for the Philippines 
tougher than originally expected. The 
banks have told the government 
clearly that they will not consider a re- 
scheduling package until the IMF let- 
ter of intent is negotiated, and that 
process only begins with Virata’s 
Washington trip. 

While Brazil's most recent letter of 
intent contained performance criteria 
for its standby in more general terms — 
the idea being that with economic per- 
formance so unpredictable, adherence 
would be judged on a more genera! 
basis than on strict targets — bankers 
and the IMF intend to be "very strict 
indeed" with the Philippines, accord- 
ing to one committee member. Sources 
now say that with the required adjust- 
ments, economic growth this year 
could tumble by as much as 7% overall. 
And with that based on a 3% increase 
in agricultural production (about 25% 
of the GNP), it means industrial and 
manufacturing production can be ex- 
pected to plummet. 

But as Virata told the REviEW, the 
acceptability of the programme now 
depends as much — or more — on Mar- 
cos' judgment of its political effects as 
it does on economic necessity. In the 
past, the IMF has been largely sensitive 
to this, but bankers say it has soured 
since the discoverv of the reserves 
overstatement. 

During the past 30 years, the Philip- 
pines has tied for second place in the 
total number of standby credits re- 
quired (16) — second only to Haiti. 
What worries bankers and economists 
is that the result of the latest talks 
could either be a stand-off, which 
would push the economy further to- 
wards catastrophe as IMF approval 
would be delayed further, or that a 
negotiated halfway solution would be 
found. That would be little more than 
first-aid economics, they argue, allow- 
ing Manila to continue to "muddle 
through" the crisis without dealing 
with the fundamental problems of in- 
efficient investment and poor govern- 
ment banking practices ("behest" 
loans and easily obtainable govern- 
ment guarantees) which helped lead to 
the collapse in the first place. 

Once again, it is a question of politi- 
cal will, for both the IMF and for Mar- 
cos. And given the IMF's geheral at- 
titude of eschewing action with politi- 
cal effects, coupled with Marcos' de- 


sire to maintain his power, the prog- . 


nosis for a quick solution to the coun- 
try’s economic woes cannot be too 
good. 





less help 


Pakistan gets a 
new confidence vote 
but needs ready cash 





By Mohammed Aftab in Islamabad ^ 


World Bank-led consortium in 


Paris on 12 April offered US$1.82 
billion in concessional loans to Pakis- | 
tan for fiscal 1984-85. This amount - 
was US$182 million more than the 
government had requested, reflecting — 
Western countries’ willingness to sup- 
port a strategically important state, In — 


addition, the 22-member consortium 


allocated more than US$210 million in - 
humanitarian aid for some 3 million ` 


Afghans who have fled to Pakistan asa 
result of Soviet military intervention 
in their homeland since 1979. 

The higher offer was due to in- 


creased contributions from the World i 
Bank, the Asian Development Bank 
(ADB) and the United States. In the 


case of the World Bank, the increase in 
the contribution was 60% more than in 
1983, mainly because its proposal to 
provide US$200 million as a structural 


adjustment loan (SAL) was not ac- — 


cepted by Islamabad. In lieu of the 
SAL, the bank decided to increase its 
contributions for 1984-85. 


The key donors for 1984-85 are: 
World Bank (US$500 million), ADB _ 
(US$402 million), the US (US$300 mil- _ 
lion), Japan (US$170 million), Canada 


(US$78.43 million), West Germany 


(US$77 million), Italy (US$65 million) - 


and Britain (US$36 million). 
Islamabad will need 
US$200-400 million from non-consor- 


tium sources to finance the rest of its "n 


development needs, as visualised for 
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. average 4% annual interest rate and a 
30-year maturity, with repayment ex- 
— tendable by another eight years. “Iam 
pleased over the pledged amount, 
— especially the soft terms," said Plan- 
— ning Minister Mahbubul Haq, who led 
- the Pakistani team to Paris. The new 
_ pledges are 22.1% higher than the con- 
sortium had committed for 1983-84 at 
1 current prices, though the increase in 
— real terms will be less. 
Other decisions to emerge from the 
- consortium meeting include: 
—— » The World Bank will host a meeting 
- of private banks later this year to coor- 
— dinate credits and funding of three im- 
_ portant projects, including the con- 
— struction of new airport terminals for 
Islamabad, Karachi and Lahore; the 
- development and exploitation of the 
— —Lakhra coal mines and power project 
f 
$ 





in the southern Sindh province; and 

the construction of a hydrocracker 
— plant in Karachi. 
=> The World Bank will enlist the sup- 
- port of potential donors for building 
_ Kalabagh multi-purpose dam over the 
- * Indus river, in eastern Pakistan, at an 
estimated cost of US$3-4 billion. Con- 
- struction is planned to start in 1986, 
* and completion is scheduled for 1993. 
. > Some consortium members indi- 
- eated their willingness to participate 
financially in a crop-substitution 
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programme to curtail production of 
poppies used for making heroin in 
Pakistan. The US, Britain and Italy 
have shown interest in the plan, which 
will be coordinated by the United Na- 
tions Fund for Drug Abuse Control. 
The commitments for 1984-85 are 
based on a portfolio of 280 projects for 
which Pakistan is seeking funding. 
Some are already in various stages of 
completion. The money will be used to 
meet the foreign-exchange component 
of the projects, which span almost all 
priority sectors — from energy to edu- 
cation, industry to communications, 


‘Wheeling the oils 


E Opec puts pressure on Indonesia to stop 
E discounting prices of the petroleum it exports 


3 By Susumu Awanohara in Jakarta 


a Ur pressure from Opec, Indo- 
fe + nesia’s Directorate-General of Oil 
- and Gas has instructed state oil com- 
pany Pertamina to desist from market- 
ing techniques which amount to dis- 
counting of oil prices. But in order to 
prevent a dramatic fall in oil sales, In- 
donesia has officially cut the price of 
some crudes. 
"4 Like most other Opec members, 
— Indonesia has been producing more oil 
4 than its quota. Output, including pro- 
duction of condensates, has consist- 
ently topped 1.4 million barrels a day 
— (b/d) since April 1983, reaching 1.6 
million b/d in at least two of the past 12 
months, against the Opec quota (for oil 
only) of 1.3 million b/d. The country 
produces about 100,000 b/d of conden- 
sates. Industry sources say Indonesia 
has moved its overpriced crudes on the 
market partly through effective dis- 
counts. 
One way of discounting was to use 
counter trade whereby, typically, Per- 
tamina provided Indonesian crudes to 
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traders and bought products (mainly 
such mid-distillates as kerosene and 
diesel oil) through the same traders. 
Pertamina would sell the crudes osten- 
sibly at the official price to traders who 
would on-sell them at a discount, 
thereby taking a loss, But Pertamina 
would also buy the products at the 
agreed posted price from the same 
traders, who had purchased the pro- 
ducts at a much lower price on the spot 
market. Thus the margin between spot 
and posted prices of relevant oil pro- 
ducts determines the degree to which 
traders would cut the price of Indone- 
sian crudes. Sources say that margin 
has been considerable. 

Another method of discounting is 
the so-called package deal in which 
Pertamina sells crudes and products 
(in this case naphtha and heavier fuel 
oils which are in surplus on the local 
market). In these deals, the price of 
crudes ostensibly is in accordance with 
Opec guidelines but the prices of the 
products are set way below the inter- 














"he Paris meeting also agreed to 
provide Pakistan with US$250 million 
in quick-disbursing assistance, mainly 
for commodity imports. The amount of 
quick-disbursing non-project aid in 
1983-84 was US$250 million, which 
has been raised to US$350 million for 
1984-85. Pakistan has been pushing 
for an increase in this type of assist- 
ance, which takes one to two years for 
disbursing, as project-aid disburse- 
ment and utilisation takes as long as 
seven or eight years. 

Pakistan also has been urging aid 
donors to enhance the inflow of assist- 
ance on a net basis. Over the years, the 
riet assistance has slipped, reaching a 
low of US$520 million in 1981-82. The 
net aid inflow to Pakistan improved to 
US$720 million in 1982-83, but de- 
clined again to US$576 million in 
1983-84. The sixth five-year plan 
(1983-88) is built around the assump- 
tion that net aid inflow will be US$800 
million a year, and total US$4.5 billion 
over five years. However, officials esti- 
mate that the net inflow of aid during 
fiscal 1983-85 will be US$700-750 mil- 
lion. The 1984-85 aid will consist of 
30% tied assistance, 70% untied. 

A government economist said: “The 
net aid inflow will improve if the whole 
of assistance is not tied to projects.” Is- 
lamabad wants a substantial amount 
of funds to be made available for im- 
porting commodities, raw materials, 





national market price. Market par- 
ticipants say that in such cases the ef- 
fective discount on crudes has ap- 
proached US$2 a barrel. 

Apparently, nine companies have 
been involved in discounting through 
counter trade, package deals or both, 
including Pertamina affiliates Far 
East Oil Trading, Japan Indonesia Oil 
and Perta Oil (the first two are joint 
ventures with Japan). The other trad- 
ers involved were C. Itoh, Kodeco 
Energy, Pacific Resources, Ex Oil, 
British Petroleum (Singapore) and 
Samudra Petroleum. They were told to 
stop discounting a few weeks ago. 

Counter trade should ‘have been on 
the decline in any case, since Indonesia 
is adding greatly to domestic refining 
capacity and will become self-suffi- 
cient in most products. The oil and gas 
directorate-general appears to have 
felt that the package deals were waste- 
ful and would introduce complexities 
in the calculation of budgetary re- 
venue. But the main factor behind the 
ban on discounting seems to have been 
pressure from Opec. 


Ors members reportedly suspected 
that Indonesia was moving consi- 
derable volumes of its most abundant 
Minas crude through discounts and 
experts say discounting became ram- 
pant after Pertamina’s contract with 
Caltex was revised late last year, as a 
result of which Pertamina had sub- 


26 APRIL 1984 e FAR EASTERN ECONOMIC REVIEW 


JJ 
"m 

























the cor 
foreign-e ge igs. 

The — officials offer is that if 
the project and non- -project assistance 
is reasonably presented in an annual 
package, the net inflow to Pakistan 
will not only improve, but blockages in 
the aid pipeline can be avoided. At pre- 
sent, the aid backlog is estimated to be 
US$4.5 billion. The pipeline build- -up 
is mainly due to lack of local resources 
to fund projects, but partly because of 
what a Planning Commission official 
described as "a painfully slow im- 
plementation" of projects. l 
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i development expenditure durin 
new fiscal year, according to unoff 
estimates, will be maintained at 
1983-84 level of Rs 31 billion. Adju 
to inflation, it will mean reduced 
penditure in real terms compare 
1983-84. | 

Because of lower-than-expecte 
ports and inflow of remittance 
balance-of-payments position in: 
84 is likely to deteriorate compar 
| 1982-83. Exports now are official 
pected to grow 10% to US$2.9 b 
. in the current year. Imports wil 
to US$6.1 billion, from US$5.62 b 
in the previous year. Imports w 
have gone up further, buf for à 

As the ambitious sixth plan gets | crease in customs duties and 
under way, Islamabad is beset with a | local demand fora v ariety of imp: 
shortage of domestic funds. In fact, | goods. : 
domestic government spending may | The current-account deficiti 
have to be curtailed to restrain spiral- | jected to be higher than the US 
ling inflation, estimated to be around | million in 1982-83. The balanc 
2095. The inflationary push was caused | payments outlook for 1984-85 is fo 
by a 26% increase in money supply in | current-account deficit to increa 
1982- -83, mainly fuelled by excessive | US$984 million, or 2.6% of GNP 










| bales were — against ti the ie target 
of 5.2 million bales. The losses mean 
Pakistan i is. currently having to import 
cotton — instead of exporting it as in 
| the — n addition to — sy n- 






































; T licet ite be hit odii: resulting 
uced foreign-exchange earnin, 
aud: tax revenues. It is likely th T 
adverse effects of 1983-84 will be felt 
for the rest of the US$37 billion sixth 


B.: the signs for more non-project 
plan. 


aid, and the rupee funding which the 
Pakistani Government is seeking from 
donors, are not auspicious. Non- -pro- 
ject aid has declined to 20% of total. 
commitments on an annual basis from 
8075 10 years ago. Pakistan would also 
like to contain the use of commercial 
credits at 5% of the total aid. 
. The aid donors also reviewed the 
performance of the Pakistani economy - 
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in 1983-84, the first year of the sixth | gove rnment spending, deficit financ- ] cording to government economis 
plan — a year which will provide the | ing, a large inflow of remittances from |' The latest official review of thee 
backdrop for the economy to proceed | Pakistani workers in the Middle East, omy shows that there will be vii 
in 1984-85, 


as well as the declining value of the 
rupee against the US dollar. The rupee 
is now down to Rs 13.50:US$1 com- 
pared to Rs 9.90:US$1 in January 1981. 
The government expects the current 


no growth in the agricultural set 
1983-84, while 8% growth is pla: 
for 1984-85. The manufacturing s 
will grow by 7%, against a targ 
9.3%. 


Although Pakistan. has targeted 
6.4% gross national product growth in 
1983-84, the rate is unlikely to surpass 
4.5-5% because of a serious setback in 
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stantially more Minas crude to market 
by itself. 

The reduction of the official price of 
some crudes effective from 1 April — | 
which the government has so far re- | 
fused to confirm — is seen as an at- |] 
tempt to prevent a drop in sales. Trad-. id 
ers say the price of Duri crude (which a 
will become abundant once secondary. 
recovery picks up) will drop by E 
US$1.90 a barrel to US$25. 95 andthat || 
of Arun condensate will decline by | 

US$1.95 a barrel to US$29. The price 
of low-sulphur waxy residual will rise. 
slightly by 25 US cents to US$27.25 a 
barrel. | 

Opinion is apparently divided on 
whether such official price reductions 
will be enough to stave off a slump in 
sales. Some in the oil and gas directo- 
rate-general are said to be bullish over 
the near term and advocate playing ac-. 
cording to Opec rules even at the cost ||. 
of a sales decline. in the immediate fü- IH 
ture. 

This is Because Indonesia’ s main 
customers, Japan and the United 
States, will want to maintain purchases | 
from the Asian region at certain levels 
(regardless of price considerations) for 
their own strategic reasons and neither 
China nor Malaysia can threaten In- 
donesia's position as this region's main 
supplier. Others do not share this op- 
timism and predict that Indonesia soon 
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; E Lincoln Kaye in Singapore 


ith nearly two-thirds of its S$5 
billion (US$2.4 billion) budget 
E. to spend, Singapore's Mass Rapid 
— Transit (MRT) rail system remains a 
magnet for job-hungry contractors. 
But the MRT sweepstakes already are 
_ over for some of the biggest bidders, 
- now that several of the choicest jobs — 
= including the S$600 million rolling- 
- stock assignment — have been allotted 
in the latest burst of contract awards. 
The plum of the MRT contracts, for 
_ provision of 396 rail cars over the next 
seven years, went to the Kawasaki 
— Heavy Industries group, whose fame 
_ rests on the bullet trains it has supplied 
_ to Japan's Shinkansen line. The roll- 
— ing-stock contract had initially drawn 
— eight pre-qualified bidders from six 
— countries, but the first round of 
— reviews of MRT proposals narrowed 
— the field down to three contenders, 
— Besides Kawasaki, the shortlist in- 
cluded the British Metro-Cammell 
- group (which had earlier netted the 
— rolling-stock contract for Hongkong's 
— Mass Transit Railway) and Sweden's 
ASEA group (in a joint venture with 
Singapore — Government-controlled 
Sembawang Shipyard). Competition 
— and speculation — intensified as the 
award date neared. Stockbrokers 
noted a few days prior to the MRT an- 
nouncement an upsurge in govern- 
ment-agency purchases of  Sem- 
—— bawang stock, perhaps in (mistaken) 
anticipation that the ASEA-led joint 
venture would get the nod. 
Even more eyebrow-raising was the 
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1tching the gravy train 


£ M ore awards some plum MRT contracts — but 
still has plenty left to spend on its new rail system 


attempt by still-unidentified sabo- 
teurs to undermine Metro-Cammell's 
chances. A forged cable, purportedly 
from the group's British head office, 
implied that £25 million (US$35.63 
million) had been paid in bribes loc- 
ally, while other Singaporean officials 
were supposed to have been "taken 
care of ...in a very generous fashion in 
Switzerland." 

Metro-Cammell denied any know- 
ledge of the cable, which originated in 
Switzerland rather than Britain, ac- 
cording to Singapore's Corrupt Prac- 
tices Investigation Bureau, whose in- 
spectors are looking into the case. Offi- 
cials of both the company and the MRT 
agreed that the bogus cable had no 
bearing on the eventual contract 
award. 

That decision seems to have been 
taken on a straight price basis — 
Kawasaki's bid came in at 10% less 
than its nearest competitor's. In gen- 
eral, price is shaping up as the overrid- 
ing consideration in MRT contract 
awards, rather than engineering 
standards or such intangibles as "tech- 
nology transfer." That is the picture 
that has emerged, in the view of 
observers in the construction industry 
and the trade-promotion arms of the 
interested embassies, now that roughly 
a third of the system's contracts have 
been let out and a third of its budget is 
spoken for. 

Singapore can afford to be picky 
about price. "Virtually all serious bid- 
ders can oae the same proven techno- 
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duce to 
Price is the ae — left on 
which to compete." 

Price competition includes not only 
the contractors' bid quotations, but 
also the financing terms offered. The 
MRT avowedly hopes to finance 50% 
of its civil-engineering work and fully 
85% of its system-wide electrical and 
mechanical jobs with loans provided 
either by the contractors themselves or 
by their governments’ export-credit 
agencies. So far the proportion of con- 
tract awards which include such 
financing arrangements has fallen far 
short of these goals, but the targets still 
indicate the stress MRT places on the 
funding aspects of tender proposals. 

Financing considerations gain 
urgency from the collapse in recent 
months of Singapore's property mar- 
ket, undercutting the government's 
original plan to finance the system 
with land sales. Government property 
consultants predict that the parcels of 
harbourside (government-owned) re- 
claimed land which were earmarked to 
fund the MRT can still eventually com- 


e R , = PE, 
ib ^ — M" nt 

hke th 
252 DA 


mand the S$5 billion needed, but the 


time frame might have to be stretched. 

The French Government has been 
the most forthcoming in credit support 
for its MRT bidders to date. The Japan- 
ese, for their part, have tended to 
underbid the market in straight price 
quotations. Observers say the aggres- 
sive pricing offered by contractors of 
these two nationalities has led to their 
lopsided success in MRT contract al- 
lotment. 


D considerations also work 
in Singapore's favour on MRT bids. 
With bidders from countries (such as 
France) whose currency seems to be on 
a long-term downtrend on world 
foreign-exchange markets, Singa- 
pore's firm dollar allows it to haggle 
down prices. But with bidders such as 
the Japanese, whose home currency 
seems to be on an appreciating trend, 
negotiating fixed Singapore or US dol- 
lar prices allows the MRT to “lock in” 
long-term  foreign-exchange wind- 
falls. 

Technology transfer as a yardstick 
for contract bids has been given more 
lip-service than actual attention, MRT 
watchers agree. They note that 
Kawasaki won the rolling-stock award 
despite it being the only candidate on 
the shortlist to enter the bidding with- 
out even a local joint-venture partner. 
(However, immediately after getting 
the nod, Kawasaki took on Singapore's 
National Iron and Steel Mills as a sub- 
contractor and pledged to offer some 
unspecified training in Japan for 200- 
300 MRT personnel.) 

Nearly a third of the 18 contracts 
awarded by mid-April went to foreign 
firms — mostly Japanese — without 
major participation by local joint-ven- 
ture partners, according to the MRT's 
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however, ! 
opened up another svente of tech- | 
nology transfer — the wholesale. 


import of skilled foreign person- 
nel. Three main factors place Hong- 
kong at the head of the list of likely 
sources: its recent experience of 
building a mass transit system, the 
cultural compatibility of its work- 
force with Singapore's, and: the 
enticement of immigration conce 
sions to its 1997 obsessed middle class. 


— in Hongkong to screen skilled ap- 


plicants — ranging from engineers to 
for its own 


construction workers 
staff and for its contractors. Mean- 
while, Hongkong (together with 
Macau, Taiwan and South Korea) was 
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Friendly and efficient 
service in a dynamic 
economy isthe = 
winning Combination 
that assured our 
growth into a city . 
bank of Japan. | 
And now we're. 
developing into . 

. an international. 
financial coffiplex.: E 
Perhaps more than - 
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designated as a top-priority source for 


1 skilled guest workers in. a government : 
The MRT established its first over-_ | 
'as per manent recruiting office this. 


“statement earlier this year: MRT inter- 
d' Australia and 







ritain and the corpo 





European and Asian newspapers. 
Between overseas and local recruit- 

ment, the MRT Corp. plans to more 

than treble its staff within the vear, for 
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ation has adver- | its, offices), the MRT plans to 
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any other Japanese bank, 


E The Japanese bank that helps you grow. 
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the MRT means to absorb are et 
of the system's overall design 
sultants. The two-year cont 
of the current consultants, 
American DeLeuw Cather/W 
Smith group, will not be renew 
upon its expiry in November 
functions — which include ¢ 
tract pre-qualification, d 
evaluation and coordination 
will be absorbed into the e 
panded MRT organisation. ka 
Toaccommodate its larger stafi 
to mention the troops of hopeful co 
tractors that regularly parade throug 
















































from its cramped offices in an outly 
shopping mall to a stately - 
downtown headquarters in 
grounds of the old colonial Raffles 
stitution later this year. 





Saitama offers its 
customers the full 
benefits of its vigor 
and vision. The vigor 
that has made it one 
of Japan' s fastest 
growing major 
banks. And the 
vision of a bank 
that never forgets 
people are people. 
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Ask Westpac about foreign 
exchange. 
|... For profita ble business 
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oney is every bit as important 
as money itself. | 
: This is particularly true 
of the rapidly changing foreign 


exchange market. — 
orthechiefexecutiveor —— 
company treasurer, the right strategic advice 


can be as critical as his company’s tota 
effort to produce and market its prod 
| At Westpac we've put tog 


top teams in the key forei 
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suit your company’s needs, group, with assets in excess of A$34 billio 
vhether it be in the hedging . We're Australia s world bank, wit! | 
ket, sp rwar offices in 20 countries consta 
economic trends, 


funds management advice, _ and carga de Taran which means | 
accounts, or on working the ire investing in the Western Pacific, 
| | or New Zealand. 

If it’s anything to do with foreign — 
| 4 Westpac today. We want to 
for foreign exchange. E 

Hong Kong, Robert Toone 213 236/8; . 

and —n technology, including — ^ Tokyo. John Salamonsen (03) 
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idonesia’s fourth. five-year plan 
Repelita IV) underwent some last- 
inute changes before it came into ef- 
ct this month. Average annual 
owth targets for the next five years 
mained at 5% — down from the 
rgeted 6.5% in Repelita IH. But, in- 
terestingly, the balance-of-pay- 
ents current-account deficit, which 
itially was projected at about US$5 


scaled down gradually to US$3 bil- 
towards the end of the plan. Ob- 
rvers felt that the economic planners 
id purposely raised the current- 
ount deficit estimates when the 
n was initially publicised to deter 


he rephased projects. 
Sofar, out of the 47 projects — worth 
bout US$14 billion — rephased last 
year, only a few have been. revived. 
‘These include the 180-mw. 





rom Sweden and Balfour. — 


and, aa to. gov- 
rnment Epor. was to. 7 

















ions came as a relief | 
O bankers. and in terna- MS cem 


| imports, hen the governn 
denly found steel shortages apparently 








idget. In one stroke, Finance Minis- - 


ion for five years running, will now 


g spenders in the government from. 
ishing too early for a resumption of. 


Mrica. 
ydropower project in Central Java ` 
iwarded to Skanska, Sweco and Asea : 








- payments. 


"Govt. borrowin gso 
“Govt. debtservice ^ 
“Net capital inflow | 








stainless-steel scrap. Now, 
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affecting a wide spectrum of industry, 
steel came onto the open general li- 
cence in February 1981. 


What many had then failed. to ap- 





tional agencies who were worried 
about the country’s ability. to. ser- 
vice the additional debt burden need- 
ed to cover the original estimates. In 
fact, the reduced deficits may have 
played an important part in persuad- 


ing banks to participate in the coun- 
try's recent US$750 million jumbo 


loan which is expected to cover major 
commercial-borrowing needs for this 
fiscal year. | 

To make good a lower current-ac- 
count deficit projection, the govern- 
ment apparently revised upward non- 
oil and oil export projections, while 
maintaining the initial imports, net 


service payments and liquefied natural 
gas export estimates. The end result 


has been a noticeable reduction in gov- 
ernment: ‘borrowings and net capital 
ao 

For fiscal. 1983- 84 (ended 31 March 


this year), Jakarta' S drastic economic 
. moves last year have been successful in 
preventing further deterioration of the | 
^ countrys s balance tof Ponne Le 






REPELI TA " — PROJECTED 
BALANCE OF PAYMENTS 












Sour ce: Indonesian Government. 


and slapp&d i a 20% tariff on s'issports of 


inced the 
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ent sud- 










but the overall liberalisation of the i im- 
port regime meant that steel imports 
continued quite unrelated to domestic 
capacity or stocks. 

Consequently, by early April 1983, 
the Steel Authority of India Ltd (Sail), 


India’s monolithic public-sector hold- 


ing company (turnover 1982-83 — 
US$2.25 billion) found itself saddled 
with 1.5 million tonnes of stocks. The 
private sector Tata Iron & Steel Co., or 


Tisco, (turnover 1982-83 — US$625 


million) which accounts for a little less 
than 15% of the country’s saleable 
steel capacity, additionally held al- 
most 150,000 tonnes. 

Tisco managed to scrape through 





Mà 


estimates of the 1983-84 current-ac- " 










Pd of ite oolong demand. Suite. com- | | 
| fortably, it was realised. The govern- - 
ment did backtrack in November 1981, 





count deficit is US$4.7 billion, while 


official  foreign-exchange 
levels (excluding the US$3.6 billion 
with the commercial banking system) 
had grown to US$5 billion at the end of 
February from a low of US$3.1 billion 
just before last year's March rupiah 


devaluation. Confidence in the rupiah ~ E 
seems to be returning. The rupiah's 


further weakening against the US dol- 


lar from a rate of Rps 995.5 in January | 


to Rps 1,002.5 in early April appa- 
rently has not provoked a mad rush 
into US dollars. 


Ll a recent effort to stimulate busi- 
ness activity, the central bank lower- 
ed its discount-window rate to 16.5% 
from 17.576. It then assured the bank- 
ing industry that its plan to reduce 
massive subsidised funding —- in the 
form of liquidity credits — to the bank- 
ing sector would be extended for 
another six months. As a result, depo- 
sit interest rates fell — overnight 
money dropped to 13.5% from 16%, 
one-week money to 15.75% from 18% 
and one-month money to 17% from 19- 


o] 20%. Lower lending rates are expected 


to follow. 

But, despite the low- 
ering of rupiah rates, 
private-sector invest- 
ment is not expected to 


certainties 
from the new tax legis- 
lation. Different in- 
terpretations and uñ- 
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pick up soon due to un- 
stemming. 


certainty about how the — 
new tax laws will beim- _ 
plemented. continue t to s 
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1982-83 with a profit of US$45 million 
and market expectations are that pro- 
fits for 1983-84 will remain ata similar 
level. But Sail's showing has been dis- 
astrous. After losing US$100 million in 
1982-83, during 1983-84 Sail is losing 
at the rate of slightly more than US$1 
million a day and is expected to end the 
year US$400 million in the red 

This kind of performance just will 
not do for India's steel planners. Pri- 
vate studies have put the country's 
steel demand in the year 2000 at 13.5- 
22 million tonnes, vet India has not 
added significantly to its 11.4 million 
tonnes ingot-steel capacity since the 
1960s and has restricted capital invest- 
ment largely to modernisation drives 


he Bokaro and Bhilai steel plants, 

set up with Soviet help, are both 
undergoing modernisation and expan- 
sion. programmes designed to raise 
their individual capacities from 2.5 
million tonnes to 4 million tonnes, and 
ensure a demand-oriented product 
mix. But the programmes, originally 














community. Particularly worrying to 
businessmen is the implementation of 
the new value-added tax laws which 
come into effect in July. 

Nevertheless, the private sector is 
expected to play a more active role in 
the economy under Repelita IV — pri- 
vate investment (domestic and foreign) 
is projected to grow at an ambitious 
22% a year with the result that its con- 
tribution to total investment will grow 
from 45% to 49% in the first and last 
year of the plan respectively 

Interestingly, the government is try- 
ing to tone down racial differences to 
create a more conducive investment 
environment for the predominantly 
Chinese business community. Stress- 
ing the need to avoid using terms that 
discriminate against Indonesian citi- 
zens of foreign (mainly Chinese) des- 
cent, the commander of the armed 
forces, Gen. Benny Murdani recently 
called on the business community to 
stop using the terms non-pribumi 
(non-indigenous) and pribumi. How- 
ever, the government, sensitive to pub- 
lic reaction against the increased role 
given to the private sector still domi- 
nated by the large Chinese business 


groups, is urging these groups to go 
public. 
The rising energy costs — utility 


rates have just been raised by 32% fol- 
lowing the January fuel-price increase 

the still sluggish economy and un- 
certainties stemming from the new tax 
laws will no doubt dampen economic 
growth. However, deregulation which 
began in the banking sector last year 
and is slowly being extended to the 
trading and industrial sector should 
help stimulate business activity in the 
long run. — MANGGI HABIR 
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Keeping shippers in touch 
with their on-board consignment 
all the way. 


SATELLITE 
/ COMIMUNICATIONS 


Communicéitions have taken great leaps forward with the advent of satel- 
lites. One of thes:2, the Inter. national Maritime Satellite (INMARSAT) is proving 
invaluable to Shipping comp. anies like NYK. Today, NYK has more than 40 
ships in its exten sive fleet ex juipped with INMARSAT receivers/transmitters. 
Communication:s, especially in areas where conventional radio signals were 
ineffective, haw» increased safety and service efficiency enormously. The 
INMARSAT corr imunications system is only one example of NYK's continuing 
efforts to upgreide its transp ortation services. Others include our intermodal 
transport servi ce and the dh versity of vessels available. They're all part of the 
friendly, efficie nt service tha t NYK users have come to expect over the past 
99 years. 
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Borneo Services L td., 1041 Silom Road, Bringkok 5, Thailand Tel: 234-2080 Ba Singapore: Borneo Ship- 
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"scheduled for completion in 1979-83, | almos t US$50 milli on in 1984-85 | It is pointed out that, paradoxically 
are still limping alonjz, and though the | alone. T pez. —  — | enough, more than 50% of Sail's stocks 


Bokaro expansion is likely to be com- Nat urally, Indian industry is pre- | are in “flats,” varieties of which it con- 
pleted later this year, Bhilai's expan- | paring z itself for anotherround ofsteel- | tinues to import essentially because of 
‘sion will be finished only by 1986. price increases, the fifth since Feb- | its reluctance to meet consumer re- 
- Massive project-cost overruns have | ruary 1981. Already, the industry has | quirements for deep-drawing and 
—meant that the programmes, originally | been « 'omplaining that various grades | extra-deep drawing varieties even as 
estimated to cost US$1.3 billion, fi- | of stee 1 have seen increases of 60-260% | ordinary varieties pile up in the stock- 
‘nally will go on stream at a cost of | since 1980. Not yet out of a recession- | yards. 
more than US$3.3 billion. A coastal | ary d ip brought about by sluggish Sail's preoccupation with tonnage 
steel plant of 3.4 million-tonnes capa- | goverr iment spending over the past | targets has made it oblivious to the 
‘city, decided upon in 1971, also is tak- | three ; years, the industry clearly will | need for a demand orientation to its 
ing shape at last, but again project de- | find it difficult to pass on any further | production plans, say users. The com- 
lays have meant that costs originally | increa: se to consumers. plaint seems legitimate, considering 
estimated at US$1.7 billion will now that the industry's failure to produce 
—probably end up at more than US$5 he Bureau of Industrial Costs and | structural steels of desired varieties 
billion. Pri: ces, which reviewed the steel in- | has caused high-priority growth sec- 
— The Steel Ministry's origzinally pro- | dustry and reported late in 1982,appa- | tors such as the power industry to look 
"posed plan outlay of US$1.75 billion | rently has suggested 10 steel-pricing | towards imports to meet their demand, 
— for 1983-84 was first scaled down toa | model: s for the government's consider- | and though Sail authorities argue that 
little more than US$1.45 billion, but | ation. Implementation of the first var- | frequent production-line shifts create 
the final outlay, as announced in the | iant could mean additional sales re- | problems of viability, it is becoming 
| recent budget, is only abouit US$1 bil- | venues of US$200 million a year, while | increasingly apparent that steel im- 
lion. Of this, the government plans to | the las t variant would mean new ac- ports are going to be needed for a long 
spend US$440 million on the Vis- | cruals in excess of US$11 billion a | time. 
- hakhapatnam project nd about | year. Ftecent coal-price increases and The reason for the supply/demand 
—US$510 million on Sail, with scraps | relatec| escalations already have en- | mismatch also has been traced to Sail's 
| inability to upgrade continuously 
technology and production facilities. 
This ought to have come through 
naturally with aid from the Steel 
Development Fund (SDF), which 
levies a US$50-60 cess on certain pro- 
ducts of integrated steel plants. Unfor- 
tunately however, most accruals to the 
fund have found their way to meeting 
Sail's working capital requirements 
and in 1982 when Tisco wanted to bor- 
row US$100 million for a modernisa- 
tion and expansion programme, there 
were no funds left. Tisco was then 
asked to adjust the required sum from 
scheduled future payments to the SDF, 
which now are almost US$80 million a 
year. 

Ironically, Tisco will be paying in- 
terest at 14% on these funds, though 
the rate on new borrowings (post-April 
1983) has been brought down to 12%. 
3 Sail is now calling for an increased de- 

In . volution of resources from the SDF. In 
" laa pnt ac dotar — ————— addition, a restructuring of excise 
' going to two other proposed plants. sured that the first variant will not | duties on steel is being called for to re- 

But the prospect of raising more than | work; and now the job will be to select | vitalise the industry. 

- 50% of the Sail outlay through inter- | alterni atives. Observers reckon all this is shadow 
= nal-resource generation, considered The Joint Plan Committee, respon- | boxing, at best. Factor productivity in 

‘against the background of Sail's poor | sible f or administe ring steel prices, is | India's steel plants is still extremely 
- financial performance, has raised | rumou red to have worked out price in- low, and production is inefficient in 

many eyebrows. . crease: s, and indust ry sources in Bom- | terms of energy. The energy consumed 
— Sails performance, however, is | bay ex:pected an in iminent announce- | per tonne of ingot steel in India is esti- 
-showing signs of improvement. By | ment. mated at more than 8.5 giga-calories, 
- early March, its inventory already had Of course, cheap imports willhaveto | which is almost 60% more than in 
dropped to slightly more than 900,000 | stop. E3ut that is eas. ter said than done. | Japan: The dynamism in steel techno- 
"tonnes. And a continuation of this | The J:apanese, who have established | logy seems to have passed India by, and 
trend should automaitically be re- | themselves firmly in India's motor in- | in anera of modern technology, India's 
flected in a lowering of the interest | dustry, are trying ne wer devices to get primary producers still rely on the out- 
— burden, currently estimated at just | theirsiteel through. Industry sources in dated open-hearth furnace method. 
above US$500,000 a day. But a recent | Bombay allege that ithe Japanese car A new dynamism of leadership in 
coal-price increase (in January) has | giants; aire not imparting technical | India's public-sector steel units is 
meant soaring input costs which may | specifiications of crankshaft-grade | probably the ultimate solution and the 
well wreck the revival. Sail estimates | steel to Indian special-steels produc- | technocrats in charge quite comforta- 
put the fresh burdens at almost | ers, thereby ensuring that forgingunits | bly fit the bill. Unfortunately, the 
US$200 million a year. In addition, in- | import these from Japan. overbearing, crude and generally un- 
creasing capitalisation of new equip- Phagging imports, however, will be | qualified bureaucratic interference 
ment at Bokaro, Bhilai and Rourkela | at beast orıly a partial solution to the | that emanates from New Delhi has 
could mean depreci ation costs rising | steel industry's dilemrria, argue users. robbed them of operating freedom. D 
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TRADE 


Bangkok's itch to sell 





The Thai authorities place redoubled emphasis on promoting 
exports, particularly of lagging manufactures 


By Paisal Sricharatchanya in Bangkok 


he Thai Government and leading 

private-sector authorities are 
focusing increasing attention on ways 
to expand the country's exports. A 
steady increase in exports tradition- 
ally has been the prime driving force 
behind Thailand's economic growth in 
the 1960s and 1970s. But the contrac- 
tion of international trade in the early 
1980s, on the back of growing protec- 
tionism in the West and declining 
world commodity prices, has severely 
affected the open economies of de- 
veloping countries such as Thailand. 

Saddled with a record trade deficit 
in 1983, Bangkok has no choice but 
seriously to concentrate efforts on en- 
larging exports in the hope that con- 
tinued growth in foreign-exchange 
earnings will sustain longer-term 
economic-development objectives. 

Among the areas under considera- 
tion as part of a broad export-promo- 
tion plan are detailed classification of 
all exportable items (as a guideline to 
accord special emphasis to products 
with strong growth potential) and the 
formulation of a long-term overseas 
marketing plan which calls for world 
markets to be divided into specific 
zones to permit more coordinated ac- 
tion. 

A significant export strategy could 
be the application of more diplomatic 
and other trade leverage on potential 
buyers of Thai goods. In a recent ad- 
dress to the economically powerful 
Board of Trade, Bank of Thailand (cen- 
tral bank) governor Nukul Prachuab- 
moh proposed the establishment of an 
export-acceleration centre which, he 
said, should "utilise all our bargaining 
power — be it. . . economic, trade, or 
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diplomatic — to expand our export 
markets." The same strategy was 
broached not long before by Amnuay 
Viravan, chairman of the Bangkok 
Bank's executive board. 

Foreign Minister Siddhi Savetsila, 
too, initiated a similar attempt about 
two years ago when he instructed Thai 
ambassadors to assume an additional 
role as the country's overseas sales- 
men. However, aside from unfavoura- 
ble global economic conditions, that 
attempt was not entirely successful 
owing to insufficient coordination 
among Thai missions abroad and the 
Bangkok-based trade-related agen- 
cies, as well as those in the private sec- 
tor. 

Export promotion once again fea- 
tures highly on the agenda of the mis- 
sion led by Prime Minister Prem Tin- 
sulanond which left Bangkok on 8 
April for a 20-day tour of North 
America and Europe. During a stop in 
Geneva, Prem and Siddhi were ex- 
pected to reinforce the point to a 
gathering of Thai ambassadors to 
Europe and Africa. 


he renewed attention to exports 
has been brought about largely by a 
dismal international trade perform- 
ance in 1983. Set against a 7.1% ex- 
port decline (mainly the result of de- 
pressed commodity prices and low ex- 
portable volumes), a 21.6% imports 
rise (fuelled by the domestic economic 
recovery) translated into a record Baht 
89 billion (US$3.8 billion) trade deficit 
in 1983. 
The focus also is linked to growing 
concern that an insufficiently diver- 
sified base of export products and ris- 


ing protectionism in developed coun- 
tries will render Thailand's export 
drive in the remainder of the 1980s in- 
creasingly difficult. 

Underscoring the significance of the 
subject, the recently released 1983 an- 
nual report of the Bangkok Bank de- 
voted an entire chapter to the history 
and development of Thai exports over 
the past two decades, with an analysis 
of the problems and recommendations. 

Despite past government efforts to 
promote export-oriented industries 
(which saw the share of manufactur- 
ed exports rising from 1.7% in 1961 
to 31.1% in 1981), Thailand lags far 
behind newly industrialised Asian 
countries such as South Korea, Taiwan 
and Singapore. A steady expansion in 
agricultural production, which tradi- 
tionally has provided the major im- 
petus for exports, has been achieved at 
the expense of severely depleted forest 
reserves — now reduced to an alarm- 
ingly low rate of only 30.5% of the total 
land surface. 

With arable land fully cultivated, 
the only alternative to sustaining con- 
tinued growth in agricultural produc- 
tion is through raising productivity 
yields — an option that is plagued with 
price uncertainty. The Bangkok Bank 
report concluded that new emphasis 
on manufactured exports was inevita- 
ble. 

The report said an import-substitu- 
tion industrial policy in force during 
the first two five-year plans (1961-71) 
failed to improve the country’s trade 
balance. Exports rose an average 5.4% 
a year against an average 9.4% imports 
rise over the period. This has resulted 
in the trade deficit as a proportion of 
gross domestic product jumping from 
0.5% at the start of the first plan to 
6.9% by the end of the second one. 
While the policy led Thai businesses to 
focus mainly on domestic markets, 
high tariffs against imports and other 
forms of protection bred inefficiency 
in the local manufacturing sector and 
consumers had to pay more for sub- 
standard goods. 

Although the government intro- 
duced new elements of export orienta- 
tion into its industrial policy during 
the third and fourth plans, there were 
numerous problems, ranging from in- 
sufficiently clear-cut guidelines and 
the absence of proper coordination be- 
tween the public and private sectors. 
Continued government support for im- 
port-substitution industries also de- 
flated any momentum for manufac- 
tured exports. Hit by two rounds of oil- 
price shocks at the start and the end of 
the 1970s, the country’s trade deficit 
reached 8.3% of gross domestic pro- 
duct at the end of the fourth plan, in 
1981. This was despite an average 
25.8% annual increase in exports over 
the 10-year period. 

Under the current five-year plan 
(1982-86), 10 major industries have 
been slated for restructuring through 
reforms in tariffs and other areas. 
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electrical appliances — has been slow. 

Other problems hampering Thai ex- 
ports, the Bangkok Bank report said, 
are the absence of a commercial deep- 
sea port and an inadequate commer- 
cial shipping fleet. The bank estimated 
that out of the Baht 44.5 billion-worth 
of freight charges generated in 1982, 
only Baht 1.7 billion, a meagre 4%, was 
from Thai ships. 

The government already has taken 
action in a number of areas, ranging 
from the streamlining of tariff struc- 
tures, the simplifying of various export 
procedures, the shortening of tax- 
refund periods and the tightening of 
quality-control procedures. The first 
export-processing zone on the out- 
skirts of Bangkok opened last year and 
preparations are under way for a sec- 
ond zone on the eastern coast, 
alongside two planned deep-sea ports 
(REVIEW, 22 Sept. '83). 

Although the government in 1978 
began promoting domestic interna- 
tional trading companies along the 
lines of the Japanese sogo shosha, pro- 
gress has been limited: of the nine com- 
panies in operation, only three man- 
aged to fulfil minimum export targets 
and their aggregate volume consti- 
tuted only 3.2% of exports in 1982. 


I: recommending possible solutions, 
the bank suggested that the govern- 
ment should, as a first step, make con- 
certed efforts to promote an outward- 
looking export consciousness among 
Thai businessmen through research 
and dissemination of information on 
export opportunities. Other sugges- 
tions centre on the development of 
technology for industry, increased 
support for international trading com- 
panies in the form of tax and other 
privileges and more financial assist- 
ance for exporters and export-based 
manufacturers. 

For several decades, the Bank of 
Thailand has been operating a re-dis- 
count window from which concession- 
ary credit at low — 7% — interest is ex- 
tended to finance exports. The volume 
now totals about Baht 18 billion. Com- 
menting on this, the Bangkok Bank 
said this amount of credit was insuffi- 
cient and had not increased pro- 
portionately with rising exports. The 
Bangkok Bank suggested that the gov- 
ernment raise this and further assist 
exporters to secure long-term sources 
of funds to finance long-term credit for 
cash-strapped developing countries in 
order to open new markets. 

(Privately, central bank officials are 
lukewarm on the recommendation to 
raise the volume of export-finance cre- 
dit. They are concerned that-excessive 
supply, particularly of.cheap credit, 
may accelerate inflation. The central 
bank had allocated several billion baht 
of additional credit to finance farm- 
crop exports in January-March this 
year.) oO 
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A migration equation 


The flow of workers from Indonesia to Malaysia — often 
clandestine — comes in for growing scrutiny 


By Manggi Habir in Jakarta 


Tus obscurity surrounding the often 
illegal migration of Indonesian 
workers to Malaysia is being lifted as 
steps to regulate this long-standing 
labour traffic are gradually taken. In- 
donesian workers entering Malaysia 
for the first time normally are smug- 
gled in. Middlemen or labour agents, 
often charging high fees and often cut- 
ting corners, occasionally with fatal 
results, ferry workers along two major 
routes: across the Straits of Malacca to 
Peninsular Malaysia and across the 
northern borders of East Kalimantan 
to the East Malaysian states of Sabah 
and Sarawak. 

Recently, however, workers have 
begun to enter Malaysia more openly, 
some even by air. On 13 February, 
some 30 Indonesian farmers from the 
town of Pamekasan in Madura — an is- 
land just east of East Java's coastal 
capital, Surabaya — were on board 
Malaysian Airline System’s flight 
MH020 to Kuala Lumpur. They were 
entering Malaysia to work in a planta- 
tion somewhere in Peninsular 
Malaysia. Most of them could neither 
read nor write but they all carried the 
necessary travel documents. All were 
clutching brand-new green passports, 
issued by the Surabaya immigration 
office just three weeks before. 

Each had a three-month visitor's 
visa, stamped by the Malaysian Em- 
bassy in Jakarta only a few hours be- 
fore the flight, though this is still a rare 
sight. PT Telaga Kastoba, the labour- 
recruiting agency which arranged this 
trip, is one of only two labour agencies 
sending workers to Malaysia which are 





registered with Indonesia's Ministry of 
Manpower. , Unregistered labour 
agents still predominate. 

But pressures are mounting to regu- 
late the flow. This would require a 
re-routing through official channels, 
using government-registered labour 
agents rather than the usual middle- 
men. There is increasing concern that 
if the labour traffic is left unchecked, 
social problems arising from the 
growth of an Indonesian migrant 
population could steadily worsen. 

Already, there are numerous reports 
of crimes committed by Indonesians as 
well as of the mistreatment of Indone- 
sian workers. Flare-ups also have oc- 
cured as some of these workers start 
entering petty trade, competing di- 
rectly with their Malaysian counter- 
parts. There also is growing suspicion 
among non-Malays that the govern- 
ment is purposely turning a blind eye 
to the problem because the migrant 
flow will eventually tip the delicate 
balance of Malaysia's multiracial so- 
ciety in favour of the Malays. 


3 legal entry of those Indonesians 
on flight MH020 reflects Jakarta's 
more recent efforts to regulate the 
labour flow to Malaysia by obliging 
some of the traditional labour agents 
to register with the government. In 
East Malaysia, both the Indonesian 
and Malaysian governments have 
taken steps to instil some order into the 
labour traffic. In Peninsular Malaysia, 
discussions on the terms and condi- 
tions governing the flow continue to 
drag on. Yet, even if ratified, some ask 
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ease e with which | | 
into Malaysian society. 
In the past, the main. destination of 


Indonesian migrant labour to Malaysia 


has been Peninsular Malaysia, largely 
through the west coast of Johor. But 
now the flow of workers to Malaysia’s 
eastern states of Sabah and Sarawak 
through Tawao has grown considera- 
bly. The attraction of higher wages in 


Peninsular Malaysia's estate and con- 
ys 


struction sectors and East Malaysia's 
vast plantation and timber areas has 
no doubt been the prime reason behind 
this development. But Malaysia's simi- 
lar cultural heritage, language | and re- 
ligion has further encouraged it. 

In fact, many see this as the major 
reason for the Malaysian Govern- 
ment's rather tolerant attitude to- 
wards Indonesian workers entering 
the country. But illegal immigrants, 
including Indonesians — those with- 
out proper documents — when caught, 
do get deported. The Malaysian Gov- 
ernment last year reported that about 
19,900 illegal immigrants were ar- 
rested — two-thirds of them from In- 
donesia — of which 19,500 were de- 
ported to their réspective countries. 
Still, those Indonesians deported usu- 
ally find it relatively easy to slip back 
into Malaysia. 
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Slightly less than their Malaysian 
counterparts earn. Still, even without 





l what they earn at home. 


T "hose employed 
M Malaysia largely come from: the 





northern parts of Sumatra and from 
East Java. While in East Malaysia, 











regions and have minimal 
Consequently, they are often at 












and control each phase of t e labour 
traffic. 

The middlemen have extensive net- 
works on both sides of the borders. 


They also tend to collect at both ends of 










| workers as well as from the Malaysian 


result, Indonesians arriving at their 
Malaysian worksite often find them- 
selves having to forgo several months' 
wages to pay for their passage across 
the border, even though they had al- 
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workers along the way 
ing their money. 

The government, in an attemp: 
stamp this out, has forbidden lab 
agents or middlemen to charge 
vance payments. Jakarta also has 
ed on prospective foreign employer 
meet transport costs and to re 
from deducting this expense fro 
workers' wages. 

Aside from processing the necessar : 
travel, documents, middlemen- als 
take care of rudimentary food an« 
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boat ride across the border to Tawao in 
Sabah. Official estimates of the 


= monthly traffic from Pare-Pare to 


Nunukan is around 2,000-2,500. 
Unfortunately, middlemen often try 
to cut corners by overloading boats, 


occasionally resulting in tragic acci- 


" dents. A government report on migrant 


labour late last year listed four boat 
sinkings between 1981 and 1983 along 
the route. Some 109 people were re- 
ported missing. 

Still, for the uneducated who want 
to seek their fortune in Malaysia the 
middlemen — despite their reputation 
— afe one of the few options available. 
Although the pattern varies, most mi- 

t workers initially enter Malaysia 
to work in the estates sector, often in 


remote areas to avoid detection. Many 


have been recruited by contractors to 
open agricultural land under the 
Malaysian Government's Federal 
Land Development Authority 
schemes. After a few years, those with 
proper documents usually have little 
difficulty in swapping their visas for 
the more permanent resident permit 
known as the red card. 

Although some remain in the estates 
sector, moving up the ladder to become 
supervisors, others seek better paying 
jobs elsewhere, though still largely 
confined to casual labour. The more 
visible manufacturing and services sec- 
tors still are largely avoided. Some try 
their luck at higher-paying construc- 
tion work while quite a few go into 
business themselves, becoming petty 
traders. 

Not many have ventured further — 
to get Malaysian citizenship or the blue 
card. Most first-generation migrants 
regard their stay in Malaysia as tem- 
porary. It is normally those with more 
at stake — such as promotion to a 
higher position which is obstructed by 
one’s nationality — who opt for the 
blue card. 


Ithough the blue card takes consi- 
derable time to acquire, Indonesians 


generally have had little difficulty in 


obtaining the red card after residing in 
the country for several years. So far, 
the first generation, who usually har- 
bour the intention of returning after 
saving enough money to buy a plot of 
farm land back home, prefer to lie low 
during their stay in Malaysia. It will be 
interesting to see whether their off- 
spring, who will have been brought up 
in Malaysia, follow suit. 

Another underlying factor influenc- 
ing the surge in Indonesian labour 
traffic to Malaysia during the 1970s 
and 1980s has been the country’s 


rapidly changing labour scene, which . 


occasionally has led to sectoral labour 
shortages. For example, Peninsular 
Malaysia’s rapidly developing man- 


ufacturing and services sector, as well’ 


as its booming construction sector, 
rompted significant migration of 
abour away from the rural agricul- 
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concentrated in the west and south of 
the peninsula. 

Rising rural educational standards 
and expectations of higher wages in 
these sectors also contributed to this 
rural-urban migration. Last year's 
World Bank report noted a decline in 
the number of people employed in the 
agricultural sector. The report also re- 
ferred to a 10% drop in estate workers 
during this period. Labour shortages 
were made worse by a sizable migra- 
tion of Malaysian workers to Singa- 
pore and the Middle East, where wage 
levels were even higher. The size of 
Malaysia's labour traffic to Singapore 
is estimated at about 100,000. 

However, the unions, namely the 
Malaysian Trade Union Congress and 
the National Union of .Plantation 
Workers, have consistently argued 
that there is no labour shortage — at 
least, not a nationwide one. Where 
shortages do occur it is largely owing 
to labour immobility, they argue, add- 





ing that employers are not willing to 
pay union-level wages and benefits, 
preferring to hire cheap illegal migrant 
labour. : 

Migrant labour is doubtless cheaper 
and, according to employers, such 
workers are also generally more pro- 
ductive and more willing to work over- 
time. Said one contractor: "If I tell 
migrant labourers to do a job they get it 
done with no questions asked." Thai 
migrant labour, originating from the 
Thai-Malaysian border areas and 
working in the northern part of the 
peninsula, is on the rise. The large gas 
complex being built in Kuala 
Trengganu is one project attracting 
Thai labourers, who with their border 
passes gain relatively easy entry. 

Estimates of the number of Indone- 
sian migrant labourers working in 
Malaysia vary widely, depending on 
whom one talks to. Conservative esti- 
mates for Peninsular Malaysia hover 
around 2-300,000 while for East 
Malaysia the latest estimates given by 
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Discussions on regulating and 
legalising the entry of Indonesian 
workers to Peninsular Malaysia have 
continued for some time. But it is only 
lately that concrete steps — focusing 
largely on the eastern route — have 
been taken. Late last year, Sudomo, in 
an attempt to curb the activities of 
middlemen, announced several condi- 
tions for sending Indonesian workers 
abroad. These include two work con- 
tracts, one between the Indonesian 
labour supplier and its counterpart 
abroad and another between the In- 
donesian labourer and the labour 
supplier. 
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Acorns to Sudomo, the contract 
should.contain stipulations on the 
conditions of work, social security, 
wage levels, accommodation, overtime 
wages .and length of employment. 
Another condition is that Indonesian 
labour suppliers must guarantee all 
necessary papers and travel docu- 
ments and are not allowed to levy any 
charges whatsoever on the workers. 
Also, only those Indonesian labour-re- 
cruiting agents registered with the 
Manpower Ministry are allowed to 
send workers abroad. 

So far, only four labour agencies 
specialising in sending workers to 
Malaysia have registered, Out of these 
four, only PT Telaga Kastoba and PT 
‘Sinlas — both based in Surabaya — 
have actually sent workers to 
Malaysia. Last year the Manpower 
Ministry approved 7,346 workers for 
Malaysia of which only 2,917 were ac- 
tually sent. 

In January, the Indonesian Govern- 
ment and the two East Malaysian state 
governments announced further reg- 
ulatory measures. Two transit centres 
for Indonesian workers entering East 
Malaysia were set up. The first is the 
Sabah Immigration Manpower Centre 
(SIMC), located in the border town of 
Tawao and the second a transit centre, 
across the Sabah border in Nunukan. 

Malaysian employers in Sabah and 
Sarawak wanting to hire Indonesian 
workers will now have to go through 
the SIMC instead of directly via a mid- 
dleman. To ensure this, Sabah’s Chief 
Minister Datuk Harris Salleh an- 
nounced that he would ban the entry of 
Indonesian workers employed directly 
through labour-recruiting agents. 

At the Indonesian transit centre in 
Nunukan, Indonesian workers will be 
selected and given brief training be- 
fore being sent to Tawao across the 
border. Other similar transit centres 
are being established in Pare-Pare, 
South Sulawesi and Maumere in 
Flores — two areas where a large 
number of Indonesian workers in East 
Malaysia come from. It is still too early 
to gauge how successful this effort will 
be in re-routing labour traffic. But one 
major incentive for using official 
channels is the exemption of the steep 
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Political suspects and other prisoners in 
the 1980s face torture in police stations, 
secret detention centres, camps and mili- 
tary barracks. 


This latest report from Amnesty Inter- 
national confronts allegations of cruelty 
inflicted on detainees held by governments 
all over the world and spells out a global 
program to prevent further abuses. 
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Order your copy now from Amnesty 
International Publications, 1 Easton 
Street, London WCIX 8DJ, UK. Cost 
£3.50 (including air postage). The report 
plus 12 issues of the Amnesty International 
Newsletter £9.00. Money orders and bank 
drafts payable to Amnesty International. 
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ig 150,000 exit-tax requirement. 

East Malaysia is projected to require 
at least 1,500 workers a month over the 
next few years — a large portion of 
whom are expected to come from 
abroad. Trying to meet these needs, 
Harris has proposed several schemes to 
attract foreign workers. He has indi- 
cated that his government is looking at 
the possibility of allowing foreign 
workers to purchase shares in the com- 
panies they work for. In addition, he is 
contemplating awarding scholarships 
to children of foreign workers in- 
terested in studying agriculture. 

In Peninsular Malaysia, however, 
terms and conditions governing the 
entry of Indonesia labour have not 
been finalised. An issue still to be 
worked out is the question of which 
party will bear the migrant labourer’s 
passage cost. The Indonesians would 
like the Malaysian employer to bear 
the entire passage cost. But the Malay- 
sians want both sides to share the 
burden. 

Some observers remain worried that 
regularising the flow of labour will 
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raise the cost, as well as reduce the 
flexibility of hiring migrant labour 
sufficiently to discourage people from 
using official channels. Old habits also 
are hard to change. Even the registered 
labour agents have occasionally re- 
verted back to the practice of charging 
the migrant worker in advance. So far, 
attention has largely focused on reg- 
ulating prospective Indonesian work- 
ers entering Malaysia. But another 
problem that the government has yet to 
solve is what to do with those already 
within Malaysia and still working il- 


. legally. 


The long-term social problems re- 
sulting from labour migration are not 
confined to the recipient country, how- 
ever. In Indonesia, certain parts of the 
country are just beginning to feel the 
effects. For example, in the island of 
Flores, there are already reports of 
villages without men. Oo 
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Dts a long history, the flow 
of migrants from Indonesia re- 
cently has taken on an important and 
novel dimension: as revealed in a 
Malaysian cabinet version of the mid- 
term review of Malaysia's current five- 
year economic plan, the government 
has decided to aim for a dramatic in- 
crease in the country's population — 
from barely 14 million now to 70 mil- 
lion by the year 2000. The government 
reasons that greater numbers will 
broaden the domestic market and 
manpower base of the country. 

This decision has profound social 
and economic implications. Several 
specialists contacted by the REVIEW 
agreed that a policy seeking a fivefold 
population increase may run counter 
to other demographic trends, espe- 
cially the reduction in family size that 
usually occurs when societies become 
more urban and prosperous. One uni- 
versity demography expert said: “Mi- 
gration will obviously help the govern- 
ment towards its goal.” 

But migrants from where? In this 
deeply commural country, options 
narrow to a limited range and the poli- 
tics of racial arithmetic are never far 
away. Chinese migration into Malaysia 
has been closed off for many decades 
now, as has acceptance of new immi- 
grants en masse from southern India, 
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Malaysia wants a substantial increase in population and 
needs migrants — but its options are necessarily limited 


the source of Malaysia's third-largest 
ethnic community. 

Some see Malaysia’s state religion, 
Islam, its language, Bahasa Malaysia, 
and the political ascendancy here of 
Malays as pointing to a readier accept- 
ance of Indonesian migrants than of 
those from anywhere else: Indone- 
sians, the reasoning goes, can readily 
adjust. For these reasons, some say the 
government can tolerate a degree of 
"informal" Indonesian migration more 
easily than from other countries. 

But government connivance in clan- 
destine migration would be a very dif- 
ferent matter: unrestricted inflow of 
Indonesians would not meet approval 
from much, if any, of the Malay com- 
munity. Many Malays now take an at- 
titude of, at best, resigned acceptance 
of these migrants. Others see them as 
the least disagreeable solution to 
shortages of plantation labour. 

In fast-growing areas such as the 
Klang Valley, Penang or Johor, mi- 
grants from rural Malay areas meet ar- 
rivals from Indonesia, also from rural 
backgrounds, in spreading areas of 
cheap to medium-priced housing or in 
squatter settlements. All are feeling 
their way. It is not yet an issue of for- 
eigners displacing locals, but rather of 
ethnic cousins meeting and adjusting 
to a new urban setting and wage econ- 


Plugging the rural gap 


As more Malaysians move to the cities, imported workers fill 
a key need on plantations and in other agricultural roles 


By James Clad in Kuala Lumpur 


Tr growing presence of Indonesian 
(and, to a lesser extent, Thai) work- 
ers in Malaysia raises questions about 
the present pattern of job-market 
openings and preferences in a country 
where manpower planning has become 
an integral component of economic 
forecasting. In the government’s cur- 
rent five-year planning exercise — the 
Fourth Malaysia Plan, published in 
1981 — the authorities forecast “full 
employment of the labour force” by 
1990. 

The fourth plan sees job openings 
primarily generated by construction, 
mining (mainly the petroleum indus- 
try), manufacturing and services sec- 
tors — the last category taking the 
lion’s share of all new jobs created 
(50.4%), followed by manufacturing. 
By contrast, agricultural employment 
creation is supposed to drop steadily, 
declining to only 8.2% of new job op- 
portunities by 1990. 


The plan envisages labour-force 
growth reaching 3.1% a year, with 
total numbers climbing to about 6.3 
million by the end of next year. Two 
major factors impel the rapid growth: 
first, an increase in the size of the 
working-age population, and, second, 
much higher participation by females 
in the labour force, especially by Malay 
women in manufacturing. 

All this is happening against a 
background of accelerating migration 
to the urban areas: annual rates of in- 
crease in city populations approximate 
to 4% a year and by the end of the de- 
cade, Peninsular Malaysia probably 
will pass over the rural/urban divide. 
The number of town dwellers by 1985 
could reach 5.1 million in Peninsular 
Malaysia alone. 

Despite an unemployment rate 
which probably runs somewhat higher 
than the officially acknowledged 6%, 
shortages of labour continue to bedevil 
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sians may be grossly overestimated. 
For all that, Malaysian officialdom re- 


mains reticent about the presence in 
Malaysia of hundreds of thousands of 


Indonesian workers. What some per- 


ceive as an apparent willingness totol- 


erate illegal arrivals from Ind: 
must be galling to politicians 
ministers within the Malaysian India 
Congress, a constituent party withi 
the ruling National Front coal 
which.last year, the REVIEW un 
stands, urged the ‘governmé 
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reopen the migrant-labour tap fr 


chronic plantation labour shc 
| $à measure of these sensitivit 
| REVIEW has learned that t 

inter-governmental  migrant- 


Lumpur, to be applicable in Peninsular 


Malaysia (East Malaysian states retain | 


the right to regulate their immigration 
affairs), has now been quietly put 
aside, perhaps indefinitely. ^ 
The REVIEW understands that — not- 
withstanding a well-argued paper 
from the Ministry of Labour — the 
government has concluded that a for- 





the agricultural and construc 
tors. Paddy, rubber and oif-pa 


though shortages first became appa- |. 


rent in Johor, and in new estates, a lac’ 


of plantation labour has since become | 


commonplace in other states, includ- 


ing Selangor, Kedah and some parts of . | 


Negri Sembilan. — MM 
On closer inspection , the shortage of 


labour in some sectors becomes more | | - 


explicable. As in all market economies, 
Malaysia's labour supply usually 
hangs on relative wage levels and work 
conditions. In this respect, estate and- 
other semi-skilled wage levels have not 
kept pace with relative levels achieved’ 
lÜorl3yearsago.  — - NODE 
Although new agricultural-sector 
job creation has been the lowest among 
all sectors of the economy — the Treas- 


ury reckons agricultural jobs rose at | 


just 0.4% during 1983 — the increasing: 
movement of young people out of es- 
tates and rural kampungs has caused 


significant labour constraints; Many - 


estates have been replanting or. ex- 
panding their acreages, shifting to new 
crops (especially from rubber to cocoa 
or oil palm) or diversifying into a crop - 
mix less vulnerable to sudden market 
movements. > © o = nO 











. Smaller plantation enterprises (in 
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particular. depend on labour rates 
lower than those negotiated by the 
National Union of Plantation Workers, 


- and they have lobbied hard against any 
formal “open” system that could mean | 
| extra costs for transporting the work- 
ers to Malaysia. One plantation own- 
.ers' grouping, the Malaysian Estate 
“Owners A : 

suggested granting an “amnesty” toil- 
1 | legal migrants — but ata price. MEOA 
1j president Heah Hock Khoon, whose 
organisation comprises 326 members, 





Association (MEOA), recently 
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ers and should have their work per 
cancelled if they stopped serving tk 
own nominated employer. 7 

Despite these sentiments, He: 
Statement reveals the strong inte 
taken by the plantations industry 
securing and retaining labo 
Coupled with the government's obj 
tive of a large population to impr 






















































inevitably will generate continu; 
labour demand in a country where In 
donesians for centuries have foun 


government can only reinforce 








; ; :Y Ine : 
















onal economy. — the Ead ot 1983, 












_of the total labour force, represent- 
§.2% growth to generate 19,000 
jobs. The government's mid-term 
w ofthe Fourth Malaysia Plan, re- 
ased in March (REVIEW, 12 Apr.) 
10WS construction as the only activity 
exceed its sectoral-growth target 
targeted: 9%; achieved: 11.5%). 
Against this background, employers' 
and the government's) willingness to 
accept more foreign labour on estates 
or on construction projects becomes 
more understandable. Yet certain 
racteristics unique to Malaysian 
iety also make penetration of these 
tors by (mainly) Indonesian work- 
s easier than it might otherwise be. 
First of all, migrant workers remain 
rgely out of sight, whether on the es- 
es or in makeshift temporary bar- 
ks at construction sites. 
ondly, these foreigners 
Idom compete with Malay- 
n workers, particularly 
Malays — with whom an 
hnic and linguistic affinity 
sts. 

Beyond this, the expecta- 
ons of the Malay workforce 
e been changing. Since 
70, the New Economic Po- 
icy (NEP) has increasingly 
^ -shaped vocational aspi- 
tions, promising not only 
rge transfers of corporate 
walth to bumiputras by 
90, but also (and more important 
jerhaps), engendering expectations of 
gher education levels and a middle- 
‘lass lifestyle. 

In short, Malays leaving estates, or 
he countryside generally, seek man- 
acturing or services employment and 
isually do not become aggrieved vic- 















































oreign workers on construction sites. 
e same applies to Malaysian Indians 
noving to town, though to a lesser de- 
ee — Indians also form a prominent 
‘component of the construction labour 


out this trend: new labour-market 


ondary education have grown at more 
han 9% and 6% a year respectively, 
mpared to an overall labour-force 
growth of just 3.1% since 1978. The in- 
rease in the absolute number of more 
ghly educated people results mainly 
rom the NEP. 

Consistent with its drive to moder- 





towards manufacturing, industry and 
‘the services sectors, Malaysia concen- 
trates on expanding the supply of skill- 
ed professionals and, further down the 
occupational scale, on producing more 
technicians. 





nstruction work absorbed more than | 


Agriculture, forestr y; fishing 

Mining 

Manufacturing 
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Finance, commerce, insurance 
. Transport, communications 

Government services- ` 

Mise. services 


15 because of the presence of cheaper | 


ational vocational data also bear 


entrants with secondary and post-sec- | 


ise agriculture and to shift resources . 








on employer collaboration excep 
programmes offered by public-sector 
employers such as the post or telecom- 
munications departments | (which 
mainly hire Malays). Not surprisingly, 
therefore, most government lower- 
level training aims primarily at raising 
bumiputra skills — for example, 
courses taught by the Institute 
Kemahiran, or Mara — the Majlis 
Amanah Rakyat, a —— training 
agency. 

Government data show maiuüfaetur - 
ing creating 30,000 new jobs during 
1983 and. absorbing by the end of the 
year nearly 16% of the total workforce. 
Caught by a clamp on civil-servant 
hiring, the public service grew by only 
2.3% in 1983 (compared to 6.1% in 
1982 and similarly high rates during 
most of the 1970s). Mining and quarry 
i aa has been dropping since 
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Source: Ministry of Finance, Malaysia. 


1980, losing 7,000 workers last year 


alone and now amounting to just 1.675 


of the total workforce — a reflection of 
slowed petroleum investment and 
abysmal tin prices. 

Thus, in virtually every employ- 
ment-gfowth category except estates 
and construction, for example govern- 
ment services, insurance or commerce, 
foreign workers find considerably less 
room to penetrate. The other exception 
is manufacturing, but employment in 
this sector for migrant workers offers 





less attraction, both to them and to 


prospective employers, because of em- 
ployer obligations to pay contributions 
to the Employees Provident Fund or 
EPF (a government pension fund to 
which all employees must contribute) 
and for accident and other compensa- 
tion. 

By contrast, construction and 
much contracted work on plantations 
offers an opportunity to avoid EPF and 
other payments, thus reducing labour 
costs. Average monthly earnings for 
estate workers, according to govern- 


ment data, were M$271 (US$118.55) in. 
1982. 
Recent surges in commodity prices i 


(and hence in plantation profits) point 


to even greater labour demands in the 


estate sector, and crop changeover to 
cocoa or oil pam continues at a bri: 
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loans fo* public servants, by vast pub- 


lie-works expenditure budgeted i in the 
fourth plan and by large private-sector 


| property development, the construc- 


tion industry now faces a fall-off in 
new building starts (FOCUS, 8 Mar.) 
and postponement. of many KONCEN 
ment projets 


he sition. — favours con- 
tinuing employment of Indonesians 
and other foreigners in plantations, in 
both Peninsular and East Malaysia 
(where workers from Kalimantan and 
Sulawesi have migrated to work in 


;rapidly expanding cocoa plantations 


in Sabah) However, construction- 
employment prospects look less prom- 
ising. Even if job openings decline, the 


nature of Malaysian society may pre- - 


vent harsh consequences for Indone- 
sian or Thai migrants facing a drying- 
up of temporary construc- 


tien or other unskilled 
Privately, some  non- 


Malay ministers have told 
the REVIEW that the gov- 
ernment’s enforcement of 
immigration procedures 
may be less than com- 
pletely uniform — an allu- 
sion to a perceived official 
tolerance of some perma- 
nent but informal Indone- 
Sian migration that might 
boost the: bumiputra per- 

centage of the population. 
In the 1980 census, Malays accounted | 
for 53%, the Chinese 35% and Indians 
and other minorities. the remaining 

2% of the total population. 

The substance of this widely held 
belief cannot easily be verified, and 
undoubtedly much of this perception 
springs from somewhat alarmist views 
of steadily encroaching Indonesian 
workers in a country where, particu- 
larly in the urban Klang Valley area, 
both Malays and non-Malays tend to 
equate Indonesians with house bur- 
glars. The more popular press carries 
stories every week about homes bur- 
gled by Indonesians. 

Signs increasingly point to Indone- - 
sian migrants settling down andestab- 
lishing homes in Malaysia. One senior 


government source told the REVIEW 
that fully two-thirds of expectant 


mothers using public health cliniesin a 
Malay area of Kuala Lumpur are In- 
donesians. Another source in the police 
said some Indonesians may have re- 


ceived "red cards" (government iden- 


titv cards entitling holders to legally 


reside in Malaysia) despite their not 


being able to prove legal entry. Public 
information on these allegations, how- 


ever, is extremely difficult to obtain. 
But the growing presence of Indóne- 


sian migrants has become obvious for 
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British GJ Caledonian 


Whether you're on business or 
on holiday, being in London is 
always a pleasure. 

No other city offers so much 
history, pageantry, culture and enter- 
tainment. 

And with British Caledonian, 
your enjoyment starts aS soon as you 
per on the plane. 

(Our reputation for friendly, 
efficient service is the envy of other 
airlines.) 
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Andif voucharge vourscheduled 
flight tickets to the American Express 
Card, vou will automatically receive 
ree [ravel Accident Insurance e 

You can also use the Card to pay 
tor British Caledonian’ special 
Breakaway packages. 

These include 2 nights in the 
hotel of your choi C, sightseeing 
tours and car-hire, all at special rates. 

There's no easier way of seeing 
Royal Windsor, historic Bath and 
Cambridge and Shakespeare's 
Strattord-upon-Avon. 

Be Sure ro take the American 
Express Card with you, too. 

|t can take Care of your dury 
tree goods on board and most of your 
hotel, restaurant, shopping and 
entertainment expenses on the trip 

For more information about 
plac CS TO VISITE IN Britain, JUST send us 
the coupon below. 

In the meantime, you can look 
K irward ro seeing one of the most 
fascinating cities on earth. 

And we'll look forward to seeing 
VOL. 


We never forget you have a choice. 


c/o British Caledonian Airways, 
I4th Floor, South China Building 
1-3 Wyndam Street, Hong Kong 
| Central, Hong Kong. 


| Please send me a Copy Of your 





brochure. 
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M a profit is. ane ultimate obj ective 
of any dyi namie businessman. But it is 
not the only one! Personal achievement is 
also a driving force: improving efficiency, 
negotiating a contract, overtaking competi- 
tors, developing new markets, earning the 
confidence of customers. 

Since you seek personal achievement in 
business, Bank Brussels Lambert can help 
you by smoothing the way and removing 
many of the obstacles. 





Our intérnalidusl US radiates out of |o 
Brussels, headquarters of the European | 
key i 
business and financial centers. Consequently, — 

we have both the size and locations to handle - 

the full range of your commercial needs. Yet — 

we are still small enough to be quick, flex- oY aides 
ible, responsive and personal. Because we... - 


Common Market, and covers the world's 





know that banking is as much a matter of 


people as it is of money, letus. put. UF c 


experience and expertise at your r disposal. - 


anl ingin New York 


Our office in Nei oe fins bein. upgraded wo 
the status of a full branch 10 prov Ke you with 4 


first-class banking services. jue 
For further information, pledse c con tact: 
Pierre Heilporn - G zeneral. Manager ^. 
Bank Brussels Lambert ———— E 
630 Fifth Avenue ( (Rockefeller: C entre) j: 
Suite 2020 - New abes ^ NY int - (0000 - 
Tel : (22 ) 489-7000 y 

Telex: 680050 . 


BBL is also present in Spain, Great Britain, Italy, Singapore, Switzerland, France, Australia, Japan, etc... 


. IMPACT-FCB Belgium BBL/ 














d 


T i'd P4 
AN 160 "^ 
na & 


100000 200 —* T INSPECTION 


Q > 


E 0 
S rii Tm 


NF 


— 


TAARA 


d The BMW 7-Series represents the ultimate in 
Look at the And you’ ll quickly a unique motoring concept. 
Not just because of its exceptional overall 


* e iust 
BMW7-Seriesfrom realise — erac RES 
Butalso because every smallest detail reflect 
this angle. that it’s not just a level of — * that — the most x 


stringent criteria. 


Thefactthatthisappliesequallytotheinterior 
technology that puts designandfitingsis something you'dexpect 
to take for granted in cars of this class. 
it right out in front. But here too, the BMW 7-Series models illus- 


trate the significant differences, which exist 
even at the very top. 

Because in contrast to other cars, a BMW 
always offers you a wealth of new and exclu- 
sive features, which contribute directly 

to even greater driving comfort and all-round 
motoring safety. 

In particular, the distinctive yet typical BMW 
driver cockpit makes it immediately obvious 
thatthese cars have been designed for active 
and dynamic driving pleasure. 

And the unique range of fully integrated 
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driver information systems — such as Service 
Interval Indicator, Check Control, 

On-Board Computer and Energy Control — 
automatically lead to even greater safety and 
confidence. 

This concept of an ideal and positive interior 
environment is something which also allows 
passengers to experience immediately 

the incomparable pleasure that comes with 
the 7-Series' unique level of motoring 
refinement. 

Because for all the sheer pleasure of driving, 
which so many people derive from a BMW, 
the 7-Series in particular has also been 
designed for people who very often find 
themselves taking a back seat. 

That's why the standard of rear passenger 
comfort in the 7-Series matches the most 
exacting demands. 

With numerous features which passengers 
can adjust to suit their own wishes and per- 
sonal comfort. 

And as an optional extra, the rear seats 

can be electrically and individually adjusted 
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so that you can adopt an ideal position for 
relaxation, reading etc. 

Whether you drive or are driven, a BMW 
7-Series car offers you more room than you'd 
normally expect even from a top-class car. 
It also offers you greater freedom. 

It's therefore the ideal car for people who 
always buy the best with the firm intention of 
getting even more out of it. 

And above all, for people who still want to stay 
in control, even when somebody else is at 
the wheel. 


The BMW 7-Series: If you want to combine 
unrivalled technology with unrivalled style. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., Kowa Building 38, 4f, 
4-12-24 Nishiazabu, Minato-ku, Tokyo, 
Tel.: (03) 499-6811 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
BMW Building, G/F, 163, Matauwei Road, Tokwawan, 
Kowloon, Tel.: 3-7145271-5 


Indonesia: P. T. Tjahja Sakti Motor Corp., JI. Cikini 
Raya 70, 10330 Jakarta, Tel.: 326939/321375 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Ground Floor, Wisma M.C.A., Jalan Ampang, Kuala 
Lumpur, Tel.: 03/418555 


Singapore: Performance Motors Ltd., 896, Dunearn 
Road 01-01, Singapore 2158, Tel.: 4698800 


Brunei: Performance Company Ltd., No. 1 Gadong 
Properties Building, 21/4 m. s. Jalan Gadong, 
P.O. Box 2394, Bandar Seri Begawan, Tel.: 20383 


Taiwan: Pan German Motors Ltd., 349, Tun-hua North 
Road, Taipei, R.O.C., Tel.: (02) 7153 101/7130 173 


Thailand: Continental Auto Centre Co., Ltd., 
6, Rongmuang Soi 5, Bangkok, (P.O. Box 5/210, 
Bangkok 10 500) Tel.: 214-2521-7 


Philippines: Hahn Manila, Hahn Building, 1470 A. Maceda 
Street, Samp., Manila 2806, Tel. 7412 808, 7412822 





Brownc? Root and Phillips Petroleum 


have made history 





that could save you millions. 


In early Septem- 
ber, 1983, the first 
oil flowed from 
Phillips Petro- 
leum's Maureen 
platform in the 
North Sea. 

Behind this fact lies a remarkable 
achievement in field 
development, in part 
due to the adoption of 
HIDECK, an inte- m 
grated deck system = 
designed and patented 
by Brown & Root, iei tr. 
under the sponsorship EGRET 
of Brown & Root- ML 
Wimpey Highlands | 
Fabricators, Ltd. 

With HIDECK, oil 
can be brought ashore 
much earlier than with 
other methods. 

With the testing 
and commissioning of 
the whole deck completed onshore, Phillips 
Petroleum mated HIDECK with 
Tecnomare steel gravity (TSG) base 
inshore in early April, following the largest 
topside load-out onto a single barge in the 
history of the industry. After the setting of 
the platform on location, the offshore 
hook-up was completed in less than three 
months—a considerable saving over 
conventional methods. 

The idea behind HIDECK is simple: 
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build a deck on land, in one piece, then 
float it out and set it on a sub-structure, 
either inshore or offshore. The money 
saved on cranes, barges, and expensive 
offshore labor can add up to huge savings. 
In addition to cost savings, HIDECK 
has many other advantages: a more logi- 


cal desi gn than conventional “stacked 


module” decks; minimal 
transportation costs, since 
! the entire deck is trans- 

© ported on a single barge; 
«X and fewer delays in begin- 
ning production. 

Although Phillips 
Petroleum's 18,600-ton 
HIDECK structure was 
destined for the North Sea, 
HIDECK can be towed 
to almost any location in 
SE che world, including 
the Arctic. 

Adapting most offshore 
structural designs to 
accommodate HIDECK is generally not 
difficult or expensive. 

For more 
information 
about HIDECK, 
call Brown & 
Root. The result 
can be historical 
savings for your 
company. 





Our standard of quality: 
Doing pode ri € the first time. 





Root. Inc. 
And Associated Companies 


A Halliburton Company 
PO. Box 3, Houston, Texas 77001 


This morning, Peter Lee opened a checking account 
in San Francisco and arranged an overdraft in 
Singapore with his deposit in Hong Kong - all 
through his Citibank ABC Officer. 
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Like Peter Lee, you can deposit in any major 
currency — U.S. Dollars, Yen, Deutsche Mark. 
Sterling Pound—with Citibank’s Asian Banking 
Centers (ABC) in Singapore, Hong Kong 

and San Francisco. 


Whatever your choice, you'll get very competi- 
tive rates, varying maturity periods and automa- 
tic renewal features so that your money keeps 
working for you all the time. What’s more. 
there are no withholding taxes or foreign ex- 
change controls. 


A Personal Financial Officer will be assigned 
to you. He'll put our network’s extensive range 
of services to work, tailoring a package to 

meet your specific needs — all handled in the 
strictest confidence. He willalso make credit 
facilities available to you wherever you are. 


Whether it’s deposits, foreign exchange 
services, investments in precious metals, 


mortgage financing or transfer of funds to any 
part of the world, you'll enjoy the benefits of 
banking with Citibank — the world’s leading 
financial institution with over 2500 branches 
and offices in 96 countries and assets exceeding 
130 billion US Dollars. 


OES a RE NE POS ul 


Please send me more information on: 


O Asian Banking Center Singapore 
| O Asian Banking Center Hong Kong 
O Asian Banking Center San Francisco 











| Name 

| Address 

| COURS? s e ee EE 

| Mail to: Asian Banking Center, Citibank. N.A. 

L. One Shenton Way, Singapore 0106. cg 474 — 84 


ASIAN BANKING CENTER 
*SINGA PORE + HONG KONG -SAN FRANCISCO 


CITIBAK OG 


* Singapore: One Shenton Way, Singapore 0106. Tel: 224-5757 Telex: RS22462 CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tel: 732-2288. Telex: RS37446 CTI ABC 
* Hong Kong: Wheelock House, G/ F. Pedder Street, Central, Hong Kong. Tel: (5) 223-022 (or call our Hot-line (5) 299-166 7 to enquire about the nearest Citibank branch) 
* San Francisco: Citibank International. 44 Montgomery Street. 40. F San Francisco. CA94104 US A. Tel: (415)954-1172.(415)954-1101. Telex: 278374 


Chace q 
Conmnaisseurs 


The people who make Asia's big —— 
decisions relax with a arink and a copy of | 
The Far Eastem — Review. 

in fact, over 80% of Review readers 
consume imported liquor. Of these more than 
60% have downed a Scotch whisky in the last 
two weeks. and half of them have savoured a 
cognac. More than 60% have enjoyed wine 
and a further 40% preferred gin. 

Adding it all up, on average our readers 
spend more than US$100 on liquor every 
month. Which is why youll find more tnan a 
dozen of the world's best-known labels on tne 
pages of The Review. 

When you consider that nearly all our 
readers hold senior positions in business, 
the professions, or government, 
you'll realise we only cater for 
connoisseurs 

Choose The Review, 
Because with us, a chot 
over drinks means 
serious DUSINESS 
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AJI figures are from The Far Eastern Economic Review Subscriber Study 
For turther information on advertisers. see our Advertisement Composite 
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farther in — on our. | 
beach resons, and make- 
your dream bo di 
come true. AA / 


















— Here — are over 700 
< ires of ee white, 







Dotted along these beaches 
are resorts of an international 
Standard. Rantau Abang, 
where giant leather-bac 
turtles come.ashore to nest 
between May and September. 
Tanjong Jara, Malaysia's 
newest resort. sited around a 
horse-shoe shaped lagoon. 
And Club Mediterranee, the 
only resort of its kind in Asia. 

But if you wish to get away 
irom it all then visit our states 
of Sabah and Sarawak where 

“the beaches are soft, golden 

and unspoilt and where the 

Sunsets are without doubt 

some of the most enchanting 

in the world. 

So why not experience them 
all by completing 
me —— below. 

















| did | AER stretching t ihe: 
: gth of Malaysia's East and 
Wesi Coasis. All ninning to thé 
edge of warm tropical seas. 

On the West Coast, not far 
from Kuala Lumpur is Port 

_ Dickson, where you could 

pe "relax and collect a 
















olden tan or sail, windsurf or 
— water-ski over the calm waters 
Ls TED ast is blessed 
5 t Coast 
. f beaches 



















FUFEER. 1084 Be 





Complete efficiency .emands 
our complete attention. 





"- A 
B (v^ > 
LI aay 





© Lufthansa 


German Airlines 


ACIE 





tries, including Malaysia, of course. 





} * The latest convert to the 


numerous bumiputra holding com=* 
` panies, such as Pernas and Permoda- - 
lan Nasional Bhd and the response o 


Private Investment Co. for Asia, 






2 m idea of venture capitalism 
is s Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad, and his re- 
cent espousal of the cause already has 
called forth a clutch of venture-capi- 
tal companies. Not all of them have 
been formally announced yet, but. 
Shroff learns that Bank Bumiputra | 
has received approval from the Capi- 
tal Issues Committee to go ahead with 
such a venture and the Chinese-con- 
trolled Development and Commer- 
cial Bank probably will be following 
suit. A third group, more diffuse but 
including the Arab-Malaysian Mer- 
chant Bank (AMMB) and with par- | 
ticipation from the World Bank's 
equity-financing arm, the Interna- 
tional Finance Corp. (IFC), is estab- 
lishing a series of venture-capital 
companies in various Asean coun- 


This sort of initiative should, at 
least in theory, prove to be a good. 


decade or so has been more occupied’ 


with dividing up existing business | 
both foreign-owned and | 


assets 
domestic — among the various racial 


communities than with creating new | 


wealth-producing assets. The New 
Economic  Poliey has spawned. 


the Chinese has been to form th 
own. politically affiliated busir 
groups, such as Multi-Purpose Hi 
ings or clan-owned enterprises, w 
the Indian community has form 
own investment- -holding - Ree) 
affiliated to the Malaysian Ind al 
Congress (REVIEW, 19 Apr). 4 ' 

Impressive though this rate of new- | 
company formation may look, the 
rate of new fixed-asset formation by 
the private sector has been disap- 
pointing, leaving the public sector to 
bear the brunt of meeting official in- 
vestment targets. Mahathir’s latest 
initiative in encouraging venture 
capitalism seems to be aimed at re- 
dressing the balance. It is a good idea | 
provided that the venture | 
capitalists have a clear notion of 
what they want to achieve, and. the 
wherewithal to achieve it. Venture 
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commentator as the "biggest mouse- 


States. That could prove true of 
Asean in the 1980s unless the 
capitalists identify their prey before 
baiting the trap. 

Malaysia's venture capitalists have 
a couple of good examples on which 
not to model themselves. One is the 

























thing for Malaysia, which for the pasti 


based | in iS inpapor, which has just 
about every international bank who 
is anybody among its shareholders, 
yet has failed to more than scratch 
the surface in terms of overall region- 
al investment requirements. The 
other example is the Asean Finance 
Corp., which again has just about 
every major state and private bank in 
Asean behind it, but has hardly made 
any impression yet, despite its US$50 
million start-up capital. None of this 
is necessarily any reflection on the 


| management of either company, sim- 


ply an illustration that the consor- 


! tium principle does not work, or that 


having money to throw around can- 


not always buy success. 


Shroff is encouraged, however, by 
the approach of at least one of 
Malaysia’s venture-capital groups. 
This is the one in which IFC has ag- 
reed to invest a total of US$3 million, 
equally divided among three com- 
panies: South East Asia Venture In- 
v'estment Co. (Seavic), which will in- 
vest in both Malaysian and Singapo- 

rean projects; Malaysian Ventures 
Bhd (MVB), which will invest only in 


Malaysia, and Venture Investments 









Singapore (VIS), which will invest 


only in Singapore. Agustin Que, a 


former IFC man and principal ar- 
chitect of this latest Asean venture, 


assures Shroff that they will be *un- 


-&abashedly capitalist" and will not use 





ity investment as a "loss-leader 
a loan,” as so many other venture- 
l groups have done. Brave 


0 tfolio- to produce ready in- 


ature to the point where they 
yield dividends and opportunities for 


| capi tal gain often has proved irresis- 
tible. 


"Que and his close colleague, Pat- 


"hok. Low of the AMMB (which is a 
. shareholder in MVB), also argue that 
they will promote appropriate tech- 
nology, rather than hi-tech for hi- 


tech's sake. In Malaysia, they are 


talking of building up a portfolio of 


agri-based ventures, where clearly 
the country has a natural advantage. 


| They mention food processing and 
ji other’a pplications b based on agricul- 
: ture; 
capitalism was described by one |g 
health products, and energy services 
trap of the 1970s" in the United | 
| -which M'alaysia is rich. 


improvements. in genetic en- 
leering for crops such as oil palm, 





for natu ral gas and other resources in 


This is: the right approach, because 


if Malay:sia has any comparative ad- 


vantage, it is in areas such as this 


rather than, say, in electronics, which - 


is best left to those with much bigger 
resources. to invest. Singapore, which 
is something of a high-technology 


ing concerns to supply components at 


but the investors involved will need. 
but the temptation to build up 


| is encouraged to note, meanwhile, 


chunks of commercial-bank lending s 
| to developing countries into equity, 





| pathetic or even obviously com- 


centre already, is obviously a differ- 
ent matter. Que also is planning to set 
up companies in Thailand and In- 

donesia and possibly the Philippines. _ 

The amount of money committed to ` 
the three companies by various inves- _ 
tors is around US$40 million — sore | 
US$28 million in Seavic and the re- 
mainder split between MVB and VIS | 
is not peanuts for this type of opera- 
tion. Que claims that a good deal 
more could be committed, but 
equally important seems to be the tie- - 
up with two “sponsoring” com- _ 
panies, T.A. Associates, the biggest- 

venture-capital group in the US, and 
Netherlands-based Orange Nassau, a 
former mining company turned fi- 
nancial venturer. 

These two in turn have links with 
numerous venture-capital situations: 
in which they have invested (includ. 
ing 240 electronies companies), and 
the idea will be to feed technolog 
around the entire group, includir 
Asean ventures. The Malaysian grou 
also plans putting its own men on the 
boards of all companies in which it: 
invests and setting up sub-contract- 






























favourable prices to group com- 
panies. This package approach 
supplying inputs other than capital: 
— is what is required if Asean is to 
develop more corporate vehicles. 
needed to promote business and at- 
tract outside investment. Shroff 
wishes such ventures every success, 

























long perspectives as well as deep 
purses. 




















: | Shroff's ^ preoccupation: 
7 MM With the need for more. 
equity capital to be committed by. 
portfolio investors to the whole of de- 
veloping Asia (and elsewhere) goes 
along with a conviction that develop- - 
ment cannot be sustained on present 
ratios of debt to equity, as argued in. 
the lead article of FOCUS in this - 
issue of the REVIEW (page 63). Shroff 





















that the IFC itself is now examining a 
bold scheme for converting sizable 









via special unit trusts. 

When Shroff has argued the case 
for more equity in international 
financing before investment mana- 
gers, and even within the IFC, the 
idea has not received a very sym- 












prehending hearing. So it is nice to 
note that someone with the stature 
and resources of the IFC is beginning 
to acknowledge that there may be a 
point to such arguments. | 
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The Asian Development Bank’s policy of speeding up 


By Jose Galang in Manila 


he Asian Development Bank signi- 

ficantly accelerated its lending 
operations during 1983. The bank’s an- 
nual report, released on 18 April, 
shows that total commitments (includ- 
ing the bank's first equity investment 
in private enterprises in the region), 
totalled nearly US$1.9 billion, up 9.6% 
from the US$1.7 billion during 1982. 
The rise was steeper than the 3.2% in- 
crease in commitments reported last 
year. 

Disbursements during the year rose 
17.8% to US$936.9 million, with the 
average loan size 
US$34.4 million from US$30.4 million 
in 1982. The major reason for boosting 
lending operations revolved around 
the generally favourable growth con- 
ditions in member countries, 

All but five of the 15 developing 
member countries (DMCs) reported 
higher economic growth during 1983. 
The DMCs’ combined gross domestic 
product went up by 5.6% during the 
year, compared to a 3.3% rate of 
growth in 1982. However, owing to the 
lingering effects of recession among 
some member countries, the 1983 
growth rate was still below the 10-year 
average rate of 6.3%. 

Behind the improved performance 
was favourable weather in most of the 
DMCs, which boosted agriculture as a 
leader during the period. 


covery in industrialised countries 
translated into higher exports from the 
DMCs in general. The ADB report said 
the combined trade deficit in the re- 
gion declined as a result (to US$18.1 
billion in 1983 from US$21.4 billion in 
1982) and the average inflation rate re- 
mained low (at 7.8% compared to the 
1982 figure of 8%). 

Higher growth rates among. ADB 
DMCs were paced by the newly indus- 
trialised countries (NICs) — Hong- 
kong, South Korea, Taiwan and Singa- 
pore — where GDP grew by rates rang- 


. ing from 5.8% to 7.9%. The five lag- 


gards in performance (as compared 
with 1982) were Burma, Fiji, Nepal, Sri 
Lanka and the Philippines (where 
GDP rate changes ranged from a de- 
cline of 6.8% to a rise of 5.5%). 
Among the growth leaders, Singa- 
pore raised its GDP by 7.9% (from 
6.3% in 1982), following a turnaround 
in its manufacturing sector and im- 
proved growth in the financial and 
business-services sector, the ADB said. 
Its exports rose by 5.1% while imports 
were unchanged, trimming its trade 
deficit to US$6.3 billion from the 
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expanding to- 


. loan approvals and disbursement bears fruit 


US$7.4 billion deficit in 1982. 

Also benefiting from a strong re- 
covery in exports was Hongkong, 
whose GDP grew 5.9%, according to 
the ADB, from a meagre 1.1% 
performance in 1982. The 5.3% in- 
crease in exports was aided by im- 
proved demand for manufactured ex- 
ports overseas and resulted in in 
creased employment in the territory. 
However, the ADB noted slower gross 
fixed capital formation and a double- 
digit inflation rate, traced largely to 
the substantial currency devaluation 
during the period. 

Taiwan's export rise — by nearly 
13% to US$25 billion — was the 
biggest among the Asian NICs, accord- 





ing to the ADB report. This hel ped 
Taiwan to pad its trade surplus to 
US$4.8 billion (from US$3.3 billion in 
1982). 


Are the DMCs recording lower 
economic growth was the Philip- 
pines, where performance was aff ected 
by "severe external resource con- 
straints and otheruncertainties." Also, 
the country's agricultural outpvit suf- 
fered from a drought. The ADB r'eport, 
however, was silent on the Philippines’ 
moratorium on foreign debt repay- 
ments which started on 17 October 
1983 as a result of the sharp de cline in 
its foreign-exchange resources. The 
country is one of the bank's biggest 
borrowers. The bank expressed satis- 
faction at the agricultural growth in 
1983 in a majority of its DMCs , boosted 
by generally favourable weather and 
improved prices of major commodities. 
There was an increase in the produc- 
tion of major foodgrains (rice, wheat 
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and corn), but the performance of no 
cereal crops was mixed. Higher outpu 
was registered in natural rubber, cot- 
ton, jute and tea. But lower figures 
were noted for coconuts, sugar and 
palm oil. 

Significant increases were noted in 
th.e export prices of such agricultural 
exports- as copra (by 53.2%), corn 
(323.9%) and rubber (23.3%). This, to- 
gether with increased manufactured 





exports, helped the DMCs increase. 


their aggregate exports by 5.4%, to 
17S$156 billion, in 1983. 

The ADB continues to givetop prior- 
ity to agriculture and agro-industry in 
its lending operations. In 1983, total 
ADB loans to this sector amounted to 
US$648 million, or 34.2% of all loans 
granted. Compared to the 1982 level, 
the 1983 figure was up by 4.4% and the 
bank expects it to grow faster in fu- 
ture, especially since its recent survey 
of agricultural industries in the region 
showed that “the gap between the 
bank's least developed and other 
DMCs has been widening and... 
within many DMCs, the poor have be- 
come poorer and more numerous.” 

Concession lend- 
ing from the ADB's 
special funds went 
up: by 28.8% to 
US$703 million 
compared to the 
0.4% rise in loans 
from ordinary capi- 
tal resources, high- 
lighting the need to 
provide more to the 
least developed 
among the bank's 
DMCs. Also, the 
bank's lending ope- 
rations were af- 
fected by decisions 
of some of the coun- 
tries in the region — 
notably Indonesia 
and the Philippines 
— to delay im- 
plementation of big industrial projects, 
some of which have been processed for 
potential ADB financing. 

ADB resources were beefed up dur- 
ing 1983 as the third replenishment of 
its soft-loan window, the Asian Deve- 
lopment Fund (ADF), and the third 
general capital increase, both went 
into effect. The ADF replenishment in- 
volved a total amount of US$3.2 bil- 
lion, which pushed net ADF resources 
at year end to US$3.99 billion. 

Also in 1983, the ADB made its first 
investments in selected private-sector 
enterprises in the region under its 
equity-financing programme. Under 
the scheme, the ADB invested 
US$960,000 in a South Korean private 
venture-capital company and ex- 
tended to an investment house in 
Pakistan a line of equity of US$2 mil- 
lion which is to be invested in small 
and medium-scale industries in the 
name of the ADB by the Pakistani in- 
stitution. n 
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Never before Were your chances 


@ Nearly every seco: 


@ Total amount of mon 
225.34 Million DM. 


German "Klassenlotterien" were established 
some 350 years ago. For more than 35 years, the 
"Süddeutsche" is making lucky winners out of people 
like you, There are more winners cyery year. This is 
not the type of lottery to raise money for pubiic pro- 
jects or charity. The major share of the profits is 
returned to the winners. The “Süddeutsche Klas- 
senlotterie" is fully backed by the Government. 
This is not a private corporation. Tickets are sold. 
through government-app roved agents. only (Lottes 
rie-Einnehmer), The drawings are public pro- 
cedures and every move is regulated by jaw, This _ 
way it is a clean operation throughout, | | 


How to play the game. Each complete lottery takes 
one half year and is subdivided into 6 classes.that 
are played subsequently, Drawings are conducted | 
every Saturday. Every licket-holder gets the official 
drawing schedule containing detailed information 
about the prizes to win, the days scheduled for 
drawings etc. Everything is clear and you will be 
kept informed at all times. You determine for your- 
self the size of the ticket to tike out by ordering à 


full-size (1/1) ticket, a half-size (1/2) ticket or a quar- 
ter (1/4) one, and when your number isdrawn as a 

winner, you will get the full prize-or half of the prize 
or a quarter of it respectively, Chances to be drawn. 
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as child's play! You order your ticket using the mail- 
ing coupon below or simply write us a letter and tell 
us what you want. Please attach the. payment for 
the ticket to your order, using either cashier's check, 


for each and every number in 


postal check, personal check, travellers check, bank” 


draft, monev order or even cash (better make that 

"Registered mail"). In return you will receive: 

$ Your original ticket, along with. all the infor- 
mation. — 5 00 0 

5 A regular mailing of the official list of winning 
numbers {s0 you can check on our performance), 

Hf you win! You'll be immediately notified by per- 

sonal letter. Payment of prizes is effected the fastest 

possible way and in respect of your instructions. 

Prizes are free of German taxes. lt is our duty to 

observe 100% discretion; nobody knows who's 

buying a ticket and nobody else will find out that 

yeu have won - that's just for vou to know. 
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G REGOR-FRANKF URT 

Rüsterstr. 24 D-6000 Frankfurt/M. 
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ese o open up their —— mar- 


financial institutions, threatening 
programmes for the world’s poorest 
nations. A joint meeting of the World 
‘Bank and the International Monetary 
Fund Development Committee on 13 































































By Manik de Silva in Colombo 
1 A six-year-long effort to exploit 
commercially the potential of the 
British-built 1-million-tonne oil-stor- 
age facility at Sri Lanka's strategic 
eastern port of Trincomalee was 
finalised on 12 April. An agreement 
was signed between the state-owned 
Ceylon Petroleum Corp. (CPC) and a 
consortium comprising Singaporean, 
Swiss and West German companies to 
repair, renovate, re-commission and 
operate the tank farm. 

Prior to the signing of the agreement, 
ori Lankan Industries Minister Cyril 
Mathew told parliament: “The parties 
. constituting the foreign group are non- 
controversial and have no involvement 
with power blocs," adding that other 
bidders who responded to the interna- 
tional notice calling for offers are 
"either incapable of handling the pro- 
ject or are, in one way or another, con- 
nected to power blocs." 

The foreign group comprises Oil 
Tanking of West Germany, Tradinaft 
of Switzerland and Oroleum of Singa- 
pore. Mathew described the West Ger- 
man company as "one of the renowned 
oil-tank operators, acceptable in all 
aspects to handle this project as 
operators." He said Tradinaft was part 
of the Gulf Holdings group, with a 
US$8 billion turnover and active in the 
international oil business. 

The offers originally received were 
from. Coastal Corp. of the United 
States, the Indian Oil Corp., Pacific 
Resources (US), X. van Omeron (the 
Netherlands), Oil Tanking, Tradinaft, 
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panese contributions to. the World 


Bank's soft- loans arm, the Interna- 





Sri Lanka signs up with Western companies to operate a sensiva: 
oil-storage facility — with strict limitations a as to its use 


and Unitank (Britain). Coastal, with 
which CPC finalised — but did not sign 


— an agreement in 1983, withdrew its 
offer while Oroleum submitted the 
group offer for itself and the other twe 
successful- firms. The Sri Lankan 


cabinet decided CPC should negotiate | 


a joint-venture agreement with this 

group, with CPC as a partner. 
Describing the advantages of deal- 

ing with the successful bidder, Mathew 


told parliament on 5 April: “It [would 


be] very unlikely, or for that matter im- 
possible, for Sri Lanka to get another 
group of companies as uninvolved 
politically, non-controversial and ac- 

ceptable technically, commercially 
and financially to handle the Trin- 
comalee tank-farm project." He listed 
a number of safeguards. written into 
the agreement, "in the interests of 
national security, defence of the coun- 
try and its foreign policy.” 

These include requirements that the 
investor, while being free to select its 
customers for storing products or rent- 
ing storage tanks, is obliged to make 
such selections strictly. on a commer- 
cial, competitive and non-discriminat- 
ory basis. Also, the foreign investor is 
obliged “to take all reasonable steps” 
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to ensure that no oil is stored, no tank i is | 


rented out or hired and no oil is sup- 
plied for military purposes. . 

Other safeguards wr ten into the 
agreement ensure that the security of 
the tank-farm area is in the hands of 
CPC; that the foreign nvestor cannot 
sub-let, lease or assign part of the 
ior written 
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crease ee in ‘the bank. U Unti March i 
there seems to have been a tacit under- 
standing among the leading bank 


members that the Japanese proposal 
would be accepted, 


“By choosing to make the World 
Bank and IDA a political football in 
its bilateral fi deli with mop the 
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consent; that ihe project will be hand- 
led by a company incorporated in Sri 
Lanka, and that CPC asa joint-venture 
shareholder — with 16% of the equity 
— will have a director on the board of 
the project company. Also, shares in 
the company will not be transferable 
without CPC's consent and CPC will 
have the exclusive option to increase 


: its initial shareholding i in the Sri Lan- 


kan company from 16% to 51%. 

Before the signing of the agreement 
in Colombo, Mathew told newsmen 
that the development of the tank farm 
had been delayed for six years because 
of political opposition. "We've been 
wasting our time all these years be- 
cause of opposition to the development 
[of the storage facility] on the grounds 
that there were vested American in- 
terests." 

Mathew said that while political red 
herrings had been drawn, countries 
such as Singapore had forged ahead in 
the area of developing an oil-storage 


industry. He was particularly out- 
‘spoken about fears expressed in India 


over the leasing of the facility: “When 
India signs treaties of friendship and. 
cooperation with the Soviet Union, do 
they ask us? But when Sri Lanka wants 
to develop an asset, there is a hue and 
cry. 


nder the agreement, the consor- 

tium has leased 87 of the 99 tanks in 
the farm, each of which has a capacity 
of 10,000 tonnes. CPC chairman Daham 
Wimalasena expects the utilisation of 
the first 25 of the tanks to yield the Sri 
Lankan Government Rs 100 million 
(US$4 million) a year. He said the 
depth of Trincomalee's natural har- 
bour, which will enable it to service 
very lar ge tankers, together with un- 


rest in the Middle East, the world's 


major oil supplier, will make Trin- 
comalee an attractive oil-storage base.. 
Dirk Dondrop, managing director of 
Oil Tanking, said the first stage of the 
project — involving rehabilit i 
















S of icials pu 


.move has anything to do with their 


trade dispute with Japan. But a well- 
. placed White House official acknow- 
. ledged to the Review that the US was 
. trying to pressure Japan into opening 
up its capital markets and inter nanon 
_ alising the yen. 

.. With the US trade deficit with Japan 
reaching US$22 billion in 1983 — a 
third of the total US trade gap — and 
with protectionist pressure growing in 
the course of the US presidential elec- 
tion campaign, the administration of | 
. President Ronald Reagan has been | 


— —— — —— — — 





taking an inereasingly tough line | 


against Japanese protectionism. 


The sisi stain over J rae e on | 





25% of the tanks — would be com- 


pleted within one year. Proper piping | 


and pumping facilities had to be laid 
on, while existing jetties needed a 
facelift. The first-stage investment 


. would be US$8 million and initially | | 


. gas oil, heatable fuel oil and kerosene | : 


. would be stored. Storage rental will be 


1.38 US cents a tonne per day, which. 
works out to about 40 cents a tonne. a 


month, Dondrop said. 


Douglas Miller of Oroleum said he: Fa 


expects 90% of the oil stored at the- 


Trincomalee complex, which CPC took | | - 
over from the British Admiralty indie e 
£250,000 ||] = 


1965 at a cost of 
. (US$356,278 at the current rate), will 


be for use in markets in the Sub- | 
continent and East Africa. Trin- | 


comalee's main advantage over Singa- 

. pore is the deep- water harbow t 
noted. — 
Sri Lanka stands to gain « cor 


_bly from the E Benefits include: i 


ing to CPC. 


.* CPC and the Sri. Lanka Porti 3 pc Sx E 


thority, a government. agency, Lo 


earn harbour and jetty dues, whilethe | 


Sri Lankan Government will receive 
turnover taxes. | 

» Sri Lanka will gain a fully fledged 
international tank farm and an im- 





proved harbour, either dredged o: with | 


an alongside jetty and/or a single- 
point mooring buoy offshore.. 

Mathew told parliament that the In- 
. dian Oil Corp., Coastal Corp., Kuwait 
National Petroleum and others have ón 





several occasions in. the past. stored 


products in the few tanks CPC had re- 
novated and operated at Trincomalee. 
The Indian Oil Corp. was storing its 
products in about six of these tanks 
even as the agreement on the project 
was being signed. "These parties will 
perhaps eontinue, and would be wel- 
come to continue, as the customers of 
: ndi Sri Lanka company," said Mat- 
hex | 





rect result of Treasury officials' fr 
ration in getting Japanese agreement 
over liberalisation of Tokyo's foreign- 
exchange market. The Americans be- 
lieve that measures proposed by them 
would strengthen the yen, which they 
see as undervalued, and help reduce 
the trade imbalance. 

According to some reports, J apanese 


|! Deputy Finance Minister Tomomitsu | 
at US insistence, to only US$9 billi 
compared to the US$12 
. World Bank wants. 


| Oba, who arrived in Washington on 16 
April for another round of talks on the 


| capital market and yen issue, is ex- 
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problems or Japan has to drop its i 
sistence on linkage of IDA contribu 
tions and a selective capital increz 
before the deadlock can be broken. _ 
Meanwhile, there is fear that t 
deadlock could delay the legislativ 
process of most Western donors an 
IDA- 
which is scheduled to begin on 1 Jul 
and which already looks like being e 
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The powerful Liem group treads on Indonesian toes as it spreads 
its empire from basic industries into their end-products 


By Manggi Habir in Jakarta 


ndonesia's largest private conglo- 

merate, led by the influential Liem 
Sioe Liong — a close business adviser 
to President Suharto — shows no sign 
of slowing down its rapid expansion 
(REVIEW, 7 Apr. '83). The Liem group's 
recent forays into palm oil (a politi- 
cally sensitive commodity), cement 
and steel, making it a dominant force 
in these sectors, is raising concern, 
however, at the group's growing power 
in vital and political sensitive areas. 

Complaints have been heard from 
downstream steel consumers about al- 
legedly high raw-steel prices as a re- 
sult of the Liem group's newly ac- 
quired control over domestic cold- 
rolled steel prices and imports. 

Recently, the group made an effort to 
address such issues in an interview 
with the influential weekly magazine 
Tempo. Heir-apparent to his father's 
position and director of several group 
companies Anthony Salim gave an as- 
surance that, in areas where the Liems 
have substantial upstream invest- 
ments, they would refrain from going 
downstream. In line with this, the 
Liems have sold 70% of their interest 
in their noodle factory (PT Sarimie) to 
a competitor, PT Indomie. 

But in steel, where they have in- 
vested US$800 million in a cold-roll- 
ing mill along with the state-owned 
Krakatau Steel — the two have 80% of 
the project and a private property de- 
veloper, Metropolitan Development 
Group, has 20% — it is unlikely that 
the Liems will divest any of their in- 
terests, which include a substantial 
stake in downstream automotive and 
galvanised iron-sheet industries. 

The group has often played down its 
dominance in certain sectors by stress- 
ing that the prices of the basic com- 
modities it produces, including palm 


. oil, cement, flour and steel, are deter- 


mined by the government. By and 
large, Jakarta has been successful in 
maintaining basic commodity prices at 
affordable levels, though occasionally 
these have moved beyond government 
price guidelines. 

However, perhaps because of the 
more limited market, prices of raw 
steel products have been high, reflect- 
ing government efforts to protect its 
massive upstream investment in 
Krakatau Steel's integrated steel com- 
plex, at the expense of downstream 
steel consumers. 

Krakatau Steel's activities include 
iron-reduction facilities, wire rods, 
billet steel, slab steel and hot-rolled 
steel. Protection, in the form of import 
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and price controls on certain steel pro- 
ducts such as steel billets, wire rods 
and hot-strip coils, sheet and plates, 
came into effect as soon as Krakatau 
Steel was able to produce them. 

For these products, downstream 
steel consumers had to buy from 
Krakatau Steel or import any resulting 
shortfall through Krakatau Steel's 
marketing arm, Pusat Pengadaan Besi 
Baja (PPBB). Industry sources claim 
these steel-product prices were on 
average 10% higher than if they had 
been imported directly. 

The government has decided not to 
wait until the Liem group's cold-rolled 
steel venture, Cold Rolling Mill In- 
donesia Utama (CRMI), starts com- 
mercial operation in 1986 to impose 
import restrictions on cold-rolled 
steel. According to the project plan, 





CRMI would process hot-strip coils 
from Krakatau Steel into cold-rolled 
coils which then would be sold back to 
Krakatau for further distribution 
under an offtake agreement. In 
January, the Ministry of Trade moved 
to impose import controls on cold-roll- 
ed steel sheet and plates. 


ut this time the sole importer, apart 

from Krakatau Steel’s PPBB, in- 
cluded a private company named PT 
Giwang Selogam, which industry 
sources indicate is owned largely by the 
Liem group. According to the Trade 
Ministry directive, PT Giwang Selogam 
would act on behalf of Krakatau Steel 
not only as sole importer but also as a 
sole exporter for certain steel products. 
Imports of these steel products in 1982, 
according to official statistics, were 
about US$400 million. 
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US$550 a tonne in contrast to US$430 
a tonne if imported directly. Industry 
sources explained that the government 
wanted to insure that Krakatau Steel 
could produce at full capacity to re- 
duce its hefty losses. Projected loss es- 
timates of Krakatau Steel for this fi- 
nancial year amount to about US$45 
million. Krakatau's hot-strip coils — a 
raw material for Liem's CRMI project 
— was producing at only half its 1 mil- 
lion-tonne capacity because of a li- 
mited domestic market and 
Krakatau's limited export capability. 

Responding to this problem, Liem 
apparently volunteered to buy 
Krakatau Steel's excess hot-strip coil 
capacity at its high domestic price of 
US$350 a tonne and export it at a loss. 
But in return, Liem wanted to control 
the import and domestic price of cold- 
rolled sheet. The government appa- 
rently consented on condition that net 
earnings after deducting losses incur- 
red on exports of hot-strip coils would 
be channelled to Krakatau Steel to 
cover its losses. One industry expert 
viewed this arrangement rather envi- 
ously as an "ingenious" idea. Liem's 
main purpose, it is said, was not to gain 
profit from being a sole 
importer — as the earn- 
ings are funnelled to 
Krakatau anyway — but 
to protect the group's 
massive investment in 
CRMI by insuring an ac- 
ceptable domestic price 
for cold-rolled steel and 
to prevent downstream 
steel consumers from 
stocking up on imported 
cold-rolled steel. 

This was necessary, it 
is said, in view of the 
massive ^ debt-service 
payments the CRMI in- 
vestors have to come up 
with after commercial 
production starts in 
1988. A hefty 70% of the 
US$800 million plant 
investment is in the form of loans. 
Some US$218 million is a syndicated 
loan arranged by Citicorp Capital 
Markets group, while US$240 million 
and US$94 million are in the form of 
French and Spanish export credits, re- 
spectively. 

According to CRMI’s financial pro- 
jections, interest debt payment will 
amount to a high of US$47 million in 
the third year of operation, not to men- 
tion loan-principal payments which 
will come up to a high of US$70 million 
at about the same time. The US$550 a 
tonne quoted by PT Giwang Selogam 
for cold-rolled steel is still below the 
assumed US$602-a-tonne price set by 
CRMI to Krakatau Steel in CRMI's 
projections. 

Although most downstream steel 
producers have been affected by the 
price rise, the galvanised iron-sheet 
28 APRIL 1004 e FAR EASTERN EOMOMAG PEMEW 
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roofing and fe 







with a depressed àn rely com 
petitive market because of the avail- 
ability of many substitutes, galvanised 


iron-sheet producers have been selling 
their products at prices below their 


production cost even at the old raw- 
steel prices, industry sources explain. 
The Association of Galvanised Iron- 


Sheet. Producers, fearing that a large | set affordable price levels. 
number of their members might have | 
to cease operations because of the re- 


cent price rise, has asked the govern- - 


ment to reconsider its pricing policy. 
The Liem group has three plants — in 
Jakarta, Semarang and Bitung — pro- 


ducing these products, but is still con- 1 
sidered small compared to. the total | 


size of the industry. 


Other sectors which are expecting : m : 


narrowing of margins are tin-can pro- 


ducers, pipe and tube makers and com- 


mercial-vehicle body pressers. Most 
understand government intentions to 
protect its upstream investments, but 


stream ventures. 


marly this year, the Liem group : 
mbought into part of the Sinar Mas | 


group of companies involved in palm- 
.0il processing and. marketing. Sinar 
Mas’ prominent position i in commodity 







major entry into agribusiness whic 
observers expect will be followed | 





further upstream investments inp a In 


tations. 


Industry sources viewed. themove as. - 


a mutually beneficial one for. 
Sinar Mas and the Liem group.” 





be assured of a steady supply of crude 


palm-oil input from state-owned plant- 


ations. Sources indicated Sinar Mas 


tion authorities, thus putting its sup- 


ply of palm oil from state plantations F 
| cause of lower projected construction 

Liem, on the other hand, by joining D 
Sinar Mas, buys into a company which. | 
has considerable experience in. the 


in jeopardy. 


business and a dominant position i 
the industry. Furthermore, Sinar A 


wanted to avoid competing head: n 


with the Liem group, which earlier 
had bought into anotk jer palm-oil pro- 

cessing mill, PT Sawit Malinda. . 

. Liem's entry into producing and dis- 
tributing cooking oil has prompted ap- 
prehension about the group'sinfluence 
over another basic — and, given its 
nationwide distribution at every level, 
politically sensitive — commodity. The 
fear often voiced is that small palm-oil 











processors would not be able to com- 













in response to pu 
authorities flooded the market with 


imported cooking oil and eventually | 


banned the export of palm oil to ¢ 
sufficient supplies for cooking oil. The 





feeling was that the Liem group, be- | | 
cause of its prominent presence in | 


other sensitive areas, will be careful to 


In banking, meanwhile, the. Liem 
group appears to be making prepara- 


tions to establish a second foreign-ex- 


change bank or to merge its recently | 
acquired banks with its Bank Central | | 
Asia. Recently the group acquired a re- | 
. latively small domestic bank, Bank In- 


donesia Raya (Bira). Although 28th in 


| assets among the private national 
banks, it has branches in important | 


cities such as Jakarta, Bandung, 


Surabaya and Medan. Should Bira be | 
merged with the other banks owned 


jointly with Mochtar Riady — namely 


| Bank Perniagaan Indonesia and Bank | 
some are questioning whether the. 
downstream industries and ultimately - 
whether the end consumer can afford | 
to continue supporting Con up- 


Bumi Bahary — it could qualify for a 


foreign- -exchange licence, observers 


say: A foreign- -exchange licence allows 
a bank to deal in lucrative foreign-ex- 


cp change transactions. Currently only 10 


private national banks have foreign- 
exchange licences. 

In cement, the group's expansion 
plans, with the completion of its Unit 


43.VL are going ahead. Currently, the 
| group's cement-producing capacity 
trading provides the Liem group with a | totals 4.7 million tonnes — about half 


of the country's total. With two more | 


nits coming on stream in 1984 and 


. 1985 respectively, capacity will be 


raised to some 7.7 million tonnes. But 


in addition to this, thegroupistakinga | 

controlling interest in the 2 million- 
Vith | tonne Semen Madura project and the 

Liem as an equity partner, Sinar Mas. às 

— because of Liem's influence — could. 





1.2 million-tonne Tri Daya Manunggal 


-cement project in Cirebon, which will 


further boost the group's s dominance i in 


"this field. Plans to export cement 
through its cement-grinding plant in 


was losing favour with certain planta- | Singapore, however, have been scaled 


down from the original 1 million-tonne 
capacity to about half that amount be- 


needs in neighbouring countries. 
The group's cement companies, col- 


lectively known as the Indocement 
|| Group, will be made public via the 
s | local stockmarket. The plan is to have 
Indocement offer about 30% of its 


equity to the public by the end of the 
year. But first the group would have to 
go through a merger of its six legally 
separate. cement companies. Going 
publie will no doubt help clear up some 
misconceptions and mystery sur- 


rounding the group by forcing it to 


open up to public scrutiny. But Indoce- 


ment is only a part of the whole. It still 


remains to be seen whether the Liem 
group will be willing to allow its other 


investments such as Bogasari, Bank 
| entral Asia and, perhaps later, CRMI | 
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. TAIPEI 
TRADE SHOWS 


Where international buyers meet 
-Taiwan suppliers 

CETDC EXHIBITION COMPLEX, 
Taipei Sungshan Airport, 
|| Taiwan, R.O.C. 
































zwi | TAIWAN LEATHER 
MES | GOODS SHOW  - 
M | September 18-22, 1984 



















TAIWAN TOY, GIFT & 
STATIONERY AUTUMN SHOW 
October 15-19, 1984 























TAIWAN TOY, GIFT & 
STATI ONERY SPRING SHOW 
March 5-9, 1985 



























TAIWAN MACHINERY SHOW 
(Metalworking machines) 
| April 6-15, 1985 
















TAIWAN BUILDING MATE- 
RIALS & HARDWARE SHOW 
| May 1-5, 1985 
























Organizer: 7 s 

china external trade 

) development council 
201, Tun Hwa North Road, 
Taipei, Taiwan, R.O.C. 


Telex: 21676 CETRA 
Tel.:715-1515 


































Sungshan Airport Terminal, 
Taipei, Taiwan, R.O.C. 
Telex: 28094 TPEWTC 
Tel.:715-1551 
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hanged from 31st December to 31; 








The Board has decided that the financial 
so as to be co-terminous with that of World 
associate. Due to süch a change, the result the €x fo -fif * 

31st March, 1984 are expected to be released in July 1984 and the. y is now 
scheduled to be held in September 1984. | Rob v. d — a a KS ae 


The unaudited total profit of the Group for the twelve months ei ; | Lae 3 
HK$541.3 million for the corresponding period last year to HK$667.6 million. Group profit attributable to shareholders, . 
after taxation but before extraordinary items; amounted to HK$425.4 million for the twelve months ended 31st December, 
1983, compared to HK$382.0 million in 1982,-an increase of 11.4%. Earnings per share improved by 10.1% from 24.8. 


cents to 27.3 cents. In addition extraordinary items totalling HK$242.2 million (HK$159.3 million in 1982) contributed. 


to the profits arising from the sale of the Group's share in the West Point joint venture and from the sale. of part of our 
interest in Hotel Marco Polo Limited, Singapore. — — — mE í | | E MEN 














led. 31st December; 1983 increased by 2 3.3% from. l 








Second Interim Dividend LN TER" Sts sata ta 
A first interim dividend of 4.9 cents per share was paid in November 1983. With the change of the Company's financial 
year end date to 31st March, the Board has now declared a second interim dividend of 13.0 cents in respect of the fifteen- 


month period ended 31st March, 1984, payable on 20th June, 1984 to shareholders on record as at 8th June, 1984. 
The register of members will be closed from Sth June, 1984 to Bth June, 1984, both days inclusive. In order to qualify 
for the second interim dividend all transfers, accompanied by the-relevant share certificates, must be lodged with the | 
Company's registrars, Central Registration Hong Kong Limited, not later. than 4:00 p.m. on Ist June, 1984. A final - 
dividend will be proposed when the audited accounts for the fifteen-month period ended 31st March, 1984 are available 
in July 1984. ES | | 2 rr -" Ux E — — — 
Highlights of Group's Activities E KA NS nc : "P T 
* Harbour City Phase IV was completed on schedule and at present over 72% of this phase is let. The Group's other 
commercial/residential properties remained at over 96% let throughout the year. The Group's billion dollar Harbour 
City complex has been completed without additional borrowings. The Group enjoys a very strong financial position 






with net deposits and bank balances of HK$275 million at 31st December, 1983. 


* The downturn in the Hong Kong hotel industry in the second half of 1982 continued into the first half of 1983, - 
however, a rapid rebound in the latter part of 1983 resulted in the profit of Harbour Centre Development Limited, - 
the Company's hotel subsidary, for the twelve-month period ended 31st December, 1983 being only slightly lower 

than in 1982. However, the results of Hotel Marco Polo Limited, Singapore were adversely af fected by an.oversupply 

situation in the Singapore hotel industry. _ 2 qx c a, at | | Ru. hs Nus 


cted by an oversupply of ‘warehouse space in Hong ; 


* The Company's warehousing and cargo handling activities were affe i n ov y of warehouse space in Hoi 
upancy in our 2.6 million square feet of lettable - 


Kong which made marketing conditions very difficult, however, occ 
area has remained at high levels. WOES WE c quM 220 





* Hongkong Tramways and Star Ferry both suffered a decline in passengers, but the fare revision enabled. Star Ferry e 
to produce increased returns while Hongkong Tramways produced increased returns as a result of reductions in ex- 


Twelve months to. 7 o; | Twelve months to 
he | 31/12/1982 
HK$ Million. 


491.5 
61.3 


482. 





Summary of Results 





Group profit before taxation | 
Taxation de 





d. 





Group profit after taxation 
Minority interests 
















Group profit before extraordinary items LU 
Extraordinaryitems. 5 7 0o 1593. 





Group profit after extraordinary items 








Earnings per share, before extraordinary — 


items 








16.0 cents 

















By Order of the Boar 





| WORLD- 
Secretaries 































=: Austr lia's largest company, BHP, 
has posted a substantial increase in 


i earnings for the nine months to 31- 


F Mar., lifting its net profit to A$441.9 
. million (US$414.93 million) well 


ahead of earnings of A$158.4 mil- 
.. lion in the same period last year. The | 


sharp earnings improvement follows 
the stemming of losses at its steel di- 
vision and improved results else- 
where. The steel division turned in a 


net profit of A$55 million (compared -. 


to a loss of A$216.1 million), the oil- 
and-gas division A$293.6 million 
(previously A$216.1 million), and the 


Wharf moves along 


Property-investment 


Hongkong & Kowloon Wharf an- 
nounced an 11.4% increase in net at- 


tributable profit before  extra- 
ordinaries to HK$425.4 million 
(US$54.5 million) for calendar 1983. 
Extraordinary profits — 
HK$242.2 million, arising from the 


sale of the group's share in the West. 


Point joint venture in Hongkong and 


directors said Wharf's multimillion- 
dollar Harbour City. complex had 
been completed without additional 


let. The rest of its commercial/resi- 
dentíal properties remained more 
than 96% let throughout the year, 
they said. DD. 


The cash position remained “very - 


strong," with net deposits and bank 


the directors said. The total dividend 


payout came to 17.9 HK cents (16 | 


cents previously). The board also an- 
nounced that, in order to be co- 
terminous with associate company 
World International 


United climbs back 


United Engineers, a long-suffering 
heavy-equipment vending affiliate of 
Singapore's Oversea-Chinese Bank- 
ing Corp., has finally staunched its 
flood of red ink to turn in anafter-tax 
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company > 


j tions ahead. 
‘totalled | yams 


1982. The decline was widely ex- 


j p. V EUH HIS | market. 
balances totalling HK$275 million, | 


(Holdings), 

which owns 45% of Wharf, the finan- | 
cial year-end of Wharf would be 
changed to 31 March. — CHRISTOPHER WOOD - 


Meralco improves 

A moratorium on the Philippines' ex- 
.ternal debt service and easier capital- | 
| market conditions helped the Manila 


.| cause the moratorium also covered its 
| foreign-loan obligations. Moreover, - 





cut to P285.2 million from P309.9 






ngs F 


Camacho, said 
year was grim, 






minerals division A$45.4 million 


(previously A$28.1 million). Pre-tax 
earnings rocketed to A$851.8 million, 
nearly three times as much as the pre- 
vious year's A$308.9 million. - 
Future éarnings are expected to 
benefit from the acquisition of Utah 
International Inc., which was com- 


| pleted on 1 Apr. Revenue for the nine 
months, meanwhile, totalled A$3.78 - 


billion (A$3.3 billion), while the de- 
preciation provision was A$250.3 
million (A$230.89 million) and in- 


terest charges A$67.5 million(A$75.1 | 


million). ~ BRIAN ROBINS 





gains were scored in the second half 
of the year — at the interim the group 
was still showing losses of S$3.66 
million (S$15.96 million previously). 
Nonetheless, the directors chose not 
to issue a dividend, citing “sluggish 
and unfavourable” trading condi- 


lock declines 


Wheelock Marden, the Hongkong- 
. based conglomerate, has reported a 
from the sale of part of its interest in | 
the Hotel Marco Polo, Singapore. The || 


reduction in net profits for calendar 
1983 to HK$168.56 million (US$21.6 
million), compared with HK$192.4 


| million in the previous year. Total at- 
| ial | tributable profits, including extra- 
borrowings and the latest phase of | 
the development was more than 72% | 


ordinary losses of HK$56.8 million, 
fell much more sharply, to HK$139.2 
míllion from HK$321.76 million in 


pected, reflecting as it does the weak- 
ness of the international shipping 
market and the Hongkong property 


The directors have recommended a 
final dividend of 18 HK cents per A 
share and 1.8 cents per B, bringing 


the total 1983 payout to 30 cents and - 


3 cents respectively, unchanged from 
the previous year. — A CORRESPONDENT 


Electric Co. (Meralco) improve its net 
income to P180.8 million (US$13.1 
million) in 1983 from P123.9 million 
the previous year. The biggest local 
publie utility, however, voiced mis- 
givings about profit prospects for 
1984. Meralco received cost relief be- 


the company's interest expenses were 


million. | i 

However, its president, Mario 
the outlook fo 
noting that out: 







* 


rium 





























| million... 







—LINCOLN KAYE | 





— 


ing obligations falling due this year 

amount to US$52 million. With. the 

recent devaluations of the Philippine 

peso, Meralco's debt-service burden . 
would be heavier than before. 

The same exchange factor, mean- 
while, proved positive for Globe- 
Mackay Cable and Radio Corp., a 
major  telecommunications | 
whose net income rose 60% to P85.3 
million in 1983 from P53.2 million 
the previous. year. Gross revenue 
grew to P185.9 million from P 132.4 
Lo — LEO GONZAGA 


L & M delivers 


Singapore's newest listed counter, : 
L & M Group Industries, has out-. 


stripped the profit forecast in the 


prospectus for its record-breaking — 
248-fold-oversubscribed new-shares. . 
issue (REVIEW, 12 Jari.) in the half- | 
year ended 31 Dec. 1983. The after- 
tax earnings of S$2.62 million 

(US$1.26 million) amount to 58% of 
the projected S$4.5 million in net 
profits for the current year. Net pro- 
fits for the previous year stood at 
S$4.11 million. But turnover for the 







latest six months, at S$16.4 million, 


lagged well behind half of the previ- 
ous year's $$39.1 million. x 
L & M's three specialist construc- 
tion subsidiaries in Singapore ac- 
counted for 5$2.3 million of the in- ` 
terim net earnings, while most of the. 
balance came from its two 49%- 
owned associates in Malaysia and 
Thailand. No interim dividend was 


declared, but the prospectus prom- 
ised 12% in dividends for the year. 


— LINCOLN KAYE 


Samsung's surge 
Electronics firms’ were among the 
leaders of last year's vibrant business . 
activity in South Korea, and Sam- - 
sung Electronics was no exception to - 
the trend. Its turnover swelled by 
50% over 1982 to Won 640 billion 
(US$800 million) in 1983. Samsung's 
exports outpaced those of its com- 
petitors to exceed US$500 million, up 
51% on the previous year. Prelimi- 
nary profit figures show a 130% in- 
crease to Won 12 billion. Dividends 
amounted to Won 50 a share, un- 
changed from 1982. 

Samsung's profits were fuelled by 
economic recovery in the United 
States and an upswing in domestic 
consumer demand. A joint venture 4| ` 
with Hewlett Packard of the US to. | 
produce medium-sized computers ' 
promises to help Samsung's current 
push into higher-technology product 


lines. One cloud on the horizon, 
though, may be current US Govern- 


ment moves to slap anti-dumping | — 
duties on South Korean colour TV | 














firm: |: 




































THE Philippines was the most notable 
run, if only for a brief spell, in the perio 
a sharp setback after weeks of bullishne 


clines. | hole, 








| J (ONG: Share prices drifted lower after | fr 
. Spurting nearly 26 points on the Hang Seng | 
. Index on the first day of the period, in reaction to | turno 
, rumours that Hongkong Land was on the verge | lion). 
cof selling two of its key money-making sub- 
. Sidiaries, This was subsequently denied by the 
-< company. The 30-times oversubscription of à 

new listing, Shell Electric Manufacturing, also | 
helped sentiment. The resumption of Sino- 
British talks on Hongkong's future appeared to 
ave little impact on the market, which traded 
quietly for most of the period. The index closed 
marginally lower on the period at 1,075.48. Turn- 
over fell to a daily average of HK$165.3 million 
(US$21:9 million). , 





























tributed the falls partly to the scale of past rises, 
but also to worries Ii 





taxes this month, which further dries up avail- 
arae | | able funds. Past. gainers, such as constructions 
MANILA: Share prices advanced across the | and electronics, were the biggest losers. 

beard, pushing forward all sectoral indices. i 

Mines rose by 42.88 points to 1,088.53, commer- 
Cial-industrials 1.27 to 131.04 and oils 0.01 to 
0.798. Trading was slow, however, with only 
2.05.6 million shares worth P27.9 million 
fUS$1.3 million) changing hands. Propped by 
good metals fundamentals, Atlas A and B shares 
appreciated 60 and 70 centavos respectively; 
Lepanto 1.25 centavos, and Philex A and B 
shares 1.5 and 2.5 centavos, respectively. 


SINGAPORE: The bullish stirrings of early 
. April fizzled out as the market closed the period 
with Fraser's Industrial Index down 12.19 points - 
to 5,592.06 on scarcely improved volume. Rising 

United States interest rates, immediately echoed - 
locally, cast a pall over business prospects, 

prompting investors to cash in on the previous 

 period's boomlet with a spate of profit taking 

which even a brief Wall Street rally failed to 

check. The most active stock, General Corp., 

shed 2 S cents to close at S$3.08 (US$1.48). Daily 

turnover averaged $$30.2 million compared with 

S$28.5 million previously. e 


| KUALA LUMPUR: Following the rebound in. 
the previous period, the market began on an op- . 
timistic note but closed by the end of the period | 
. on only slightly higher ground. The political 
crisis in the Malaysian Chinese Association, 
coupled with fears that United States economic | ing. 
growth may be slowing, continued to be dampen- | at 

ers, though selected counters (notably those sub- | 

ject to takeover offers, such as General Lumber) | 
did well. Trading volume reached M$39.4 million | 
(US$17.2 million) with, average daily turnover 
climbing to 7.7 million units. Counters leading 
the earlier upsurge, such as rubber listings, gen- 





tively inactive, though domestic investors kept 
trading volume generally vigorous. Oils rose on 
news that Nippon Oil would resume drilling in 
the seas between Japan and South Korea. Buying 
interest fluctuated almost day to day, switching 
from non-ferrous metals to pharmaceuticals, 


partly on reports that it would surpass Mat- 
sushita in profitability. The Nikkei-Dow Jones 


Average closed at 11,019.67, up about 20 points. 


NEW ZEALAND: Experiencing only minor 
price changes, the market had.a quiet period. 
Wattie's price failed to respond to an excellent 





ing season ahead to put life back into the market. 


there were 





` 


a- firm undertone, the 
rally featureless trad- 
rdinaries Index closed 
r the period. Brokers 

















rebounded by nearly 3% 
reflecting the confi- 






during the, period, pa 
| dence of major institutional investors. However, 
_|. the recovery is likely to prove short-lived in the 
| absence of positive news with the passing of the 
| corporate reporting season. The weighted index 
| breached the psychological 900-point barrier on 





in the 



















,havingbrokenoutofalongbear | 4 
Seoul, on the other hand, suffered - 
ole ances outnumbered de- 


ris that companies planned to expand 
id were looking for funds. Average daily 
was Baht 28.51 million (US$1.24 mil- 


; SEOUL: Following the bull run of past periods, 
confidence faltered. The index slipped by 3.19. 
points to 132.14, and average trading volume fell. 
3.2 million shares to 18.34 million. Analysts at- - 
| ked to the examination of a 
number of major firms by the Korea Stock Ex- 


change and major demonstrations on university. 
campuses. A number of companies pay their 


TOKYO: The market was characterised by lack. 
of direction. Foreigners were reported to be rela- 


ceramics and chemicals. Hitachi’ was. active | 


half-year result — not a good sign for those who. 
are expecting better results in the major report- 


The interest-rate scene remained unsettled and | 
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FOR EIGHT GENERATIONS, 
WE'VE BEEN STEERING WORLD TRADERS 
THROUGH THE PROPER CHANNELS. 


One year after 
Bank of Montreal 
became the first 
Canadian bank, 
we became the first bank 
to serve Canadian trad- 
ers abroad: our first 
foreign & 

office 

opened in 

London, England in 
1818. Today, after eight 
generations, London is 
just one of fifteen trade 
centres around the world 
which are linked together 
by the offices of our Trade 
Finance Division. They are 
staffed by bankers who are 
professionals in every type 
of financing, from straight- 
forward support of ongoing 
commercial sales to complex 
transactions involving major 
turnkey projects. 

Complex or not, a trade 
financing package must be on course 
with financial, economic and political 
realities at any given moment. The 
task is made easier by close « Operation 
between our Trade Finance Division 










^ 


and Bank of Montreal specialist 
groups in project finance, loan 
syndication, corporate finance 
and country risk analysis. This 
cooperation is largely respon- 
sible for the flexibility 
and imagination which 
characterize major 
Bank of Montreal financ- 
ings, particularly in multi- 
country sourcing of 
concessionary financing. 
Of course, 
=z you will 
expect 
your bank to offer a variety 
of payment channels which 
are both efficient and totally 
secure. To this end, our Trade 
Finance Group offers a full range 
of traditional services including 
Documentary Credits and Collections, 
Buyer and Supplier Credits, 
Discounts and Acceptances. 

We'd like to be at the helm 
of your next trade financing. Con- 
tact your Bank of Montreal Account 
Manager, or the Trade Finance 
Division, Merchant Banking Group, 
First Canadian Place, ‘Toronto, Canada. 
Telex: 06-22735. 









Canon's AP350 has a great memory 
on its own, and now you can give it 
even more. In addition to its electron- 
ic memory of eight thousand charac- 
ters, the AP350 has an optional inter- 
face connection for a floppy disk 
unit. On a single floppy disk you'll be 
able to store more than a hundred 
AA size pages. Then you can build 





The Canon AP 356 


a library of disks to keep all your im- But even though our AP350 is ad- 
portant documents. Letters, vanced in terms of 
reports, proposals, contracts; memory, it also excels in 
anything you need to refer to. other areas too. For one 
With the dual disk unit, you thing, it’s easy to use. All « 
can have three hundred A4 its advanced features havi 
pages ready to be recalled been designed in a way th 
at a single command. typists will find comfortabl 
and familiar. The simple 
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Jow even more in store for you. 


trol layout makes it easy to recall The AP350 has the kind of features Ap 350 memory io. BK. LCD display 


RS232C interface available 


t and make corrections. Carriage you'd expect from a word proces- column functions | 
urns and text centering are auto- sors, and it's built with the kind of APO kara ies. chtiacit display, R520 
itic. You can even get justified ruggedness that will hold up under AD AOO 229 characte’ correction memory. ine framing 
at hand margins with a single heavy office use. Yet with all of its AD 300) (°° tsy. stiication, auto pitch selector 
‘stroke. Capabilities, it costs little more than Ap 20) Moteur? correction, auto relocate, centering 


an ordinary electric typewriter. And precision for productivity 


that's something worth remembering. C J Th Q th 


ELECTRONIC TYPEWRITERS 
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ART 


Ancient and modem 


Portfolio by Fang Zhaoling. Hongkong University Press. 
HK$160 (US$20.50). 


p that traditional German painting reached its 
perfect form round about the 12th century and that Ger- 
man artists kept on painting in that same style ever since. 
Or imagine a contemporary German artist living in, say, 
Asia, painting pictures of Teutonic knights in armour joust- 
ing in the Black Forest. The painting style is more or less 
medieval, but the artist is lauded for his modernity. 

If one substitutes Chinese for German, one comes pretty 
close to describing Chinese art today Chinese artists 
breaking away from traditional forms are considered to 
be foreign; to be truly modern is to be Western. Fang, born 
in China in 1914, is not Western, but she spends half her 
time in London. She is what is known as a modern Chi- 
nese painter, meaning that she sticks to traditional Chi- 
nese techniques and subjects: idealised Chinese land- 
scapes, flowers and birds. She is modern because she lives 
in the present and has a fresh approach to a traditional 
style. 

The reason that even a modern Chinese painter can stick 
to such a narrow range of subjects without being absurd, as 
a German artist doing a similar thing would be, is that 
meaning in Chinese art is subservient to form. Chinese 
painting is like Chinese calligraphy — traditional artists 
do not distinguish between the two: when seeing a calli- 
graphy one does not read what the characters mean, one 
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If you want to eat out in 
Hong Kong just remember 
one name. . 

Regal Meridien. 


At the Hotel Regal Meridien Hong Kong, 
you'll find a range of superb restaurants 
under the same roof. 

At le Restaurant de France you'll find 
Hong Kong's finest authentic haute 
cuisine. For a less formal atmosphere, 
experience La Brasserie. Or the Regal 
Seafood Restaurant which specialises in 
Chinese cuisine so good, it's become a 
local favourite. No wonder even guests 
from other hotels often dine out in the 
Meridien. 

And because we're in the heart of the 
shopping and business area of Tsimsha- 
tsui, Le Rendezvous bar is the ideal place 
for people to meet and relax. 

We look forward 


to entertaining HOTEL REGAL 
— MERIDIEN 
AAA oncon 


GROUPE AIR FRANCE 


For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Regal Meridien Hong Kong, E 
71 Mody Road, Kowloon, Hong Kong. Tel: 3-669996. Telex: 40955 HOMRO HX. There are over 40 Meridien hotels worldwide in Tokyo, Singapore, 
Paris. Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. 


Opening in 1984: Colombo. 
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Kuwait Airways offer the best of 
Eastern and Western cuisine served 
with traditional hospitality. 


Kuwait Airways offer convenient con- 
nections to all the major cities in the 
Gulf, Middle East, Europe and on to 
USA - all in the comfort of the most 
advanced fleet of B-747s, B-727s and 
the latest Air Bus - 310s. 


cL pir 
KUWAIT AIRWAYS 
Where east meets west 





an aim to serve 











COLOMBO 


For further information 

contact your local travel agent 

or Kuwait Airways - 

Bangkok - Tel. 2515855 

Kuala Lumpur - Tel. 201934. 201964 
Manila - Tel. 8172662. 8172633 
Seoul - Tel. 7530041. 2/3 
Singapore - Tel. 912730 







THE $40 


EXCELLENCE. 
| MEETING 








Westin Hotels’ Philippine 
Plaza, Manila’s premiere 
conference hotel, offers added 
value to your meetings dollar. 


From March 1, 1984 to 
September 30, 1984, Manila’s 
only seaside resort offers a 
special package rate for live-in 
conferences with a minimum 
of 12 rooms used. This 
includes: 

e A special group rate of 
US$40* per night, single or 
double occupancy. 

* One complimentary suite 
for the first 12 rooms used, 
one additional complimen- 
tary suite for every 50 
rooms thereafter. 


* Complimentary use of 
meeting room, audio-visual 


è Package price of US$14 
(inclusive of tax and service 
charge) per person per day 
for American breakfast, 
morning snack, lunch and 
afternoon snack. 

e 5096 discount on health 
club facilities and 2096 
discount on some Executive 
Center services. 

* Other special features such 
as pre-registration and 
welcome drink in the room. 
Manila and the Philippine 

Plaza. An excellent choice for 

your next meeting. 


Y 


WESTIN HOTELS 





Philippine Plaza 


Manila's finest hotel 
is also a seaside resort. 
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* Plus 1096 government tax 
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and other meeting equipment 


looks at the skill of the brushstrokes. 

Fang's brushstrokes are very skilled. 
In the best Chinese tradition she man- 
ages to suggest the textures of rocks, 
plants or feathers with the greatest 
economy. Her landscapes are often so 
abstract that they are both traditional 
and entirely modern. In a way the tight 
constrictions of traditional style set 
her freeto explore pure form. The more 
her art is divorced from meaning the 
more interesting it is. Her Chinese ink 
drawing of Stonehenge, for instance, 
works very well. The stark shapes of 
ancient stones are like the strokes of 
Chinese characters in calligraphy. 

Her more descriptive pictures are 
less successful, for their meaning is 
either archaic — Chinese peasants in 
pre-modern dress — or too weak to 
carry the message. A good example of 
the latter is her painting of Vietnamese 


Stonehenge; The Blue Danube: 


the more abstract the better. 
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boat people arriving in Hongkong. In- 
stead of conveying the horror of the re- 
fugee experience, the picture suggests 
the contrived naivety of a professional 
Sunday painter. This does not neces- 
sarily mean that the artist lacks a 
strong enough feeling about her sub- 
ject, but traditional Chinese art does 
not offer her the tools to express it. 
These quibbles aside, the book is 
beautifully printed and a must for any- 
one interested in the present state of 
Chinese art, of which Fang is surely 
one of the greatest masters. The fact 
that she has spent most of her life out- 
side China is the final irony of her art: 
many of the best Chinese artists are to 
be found in the West. Because of the 
distance — both physical and perhaps: 
mental — from their subject, China be- 
comes an idea which is almost as 
abstract as its art. — IAN BURUMA 
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OW W The new FODEN features OBERE ce — 
oh ITH the same custom-built quality I PLEASE TELL ME MORE. 












1 
E FODEN is thatisfoundinourKENWORTH 1 n i 
€ one of the and PETERBILT trucks. From i — i 
finesttrucksin Europe. A tough, lightweight highway tractors to | Address- a 
dependable workhorse that's heavy-duty off-road trucks, i : | 
been taking care of businessfor FODEN is engineered from the I Telephone: i 
over 50 years. ground up to handle your spe- | j 
FODEN and PACCARhave  cificjob. Thelistofsatisfiedcus- Ù Mailto: International, P.O. Box 1518. i 
combined American and Euro- tomers is growing every day. l KOAREN VDO ON ee j 
pean technology to build an Right now we're looking for Mi 3 a det eng l 
even better truck. Now we're quality prospects interested in l rer d 
making itavailabletotherestof becoming FODEN dealers. Share L- om om oll 
the world. in FODEN's growth. Write today. 
A Division 


of PACCAR, U.K. 


LETTER FROM CANTON 


Ene is just as the slick bro- 
chure says it is: doormen in tight, 
white tunics with matching gloves 
and pillbox caps; shining red Italian 
marble floors below shimmering 
crystal chandeliers; plush-up hol- 
stered lounge chairs and sofas and 
— most astonishing of all — service 
with a sparkle and warmth rarely 
found in Chinese hotels. The China 
Hotel, just across the street from 
Canton's foreign trade fair complex 
and next door to the recently “moder- 
nised" but, by comparison, austere 
Dong Feng Hotel, is a luxurious 
world apart from People's China. 
Whether it will remain that way, 
however, is an open question. 

In the short term, the hotel's 128 
senior staff imported from Hongkong 
and overseas and more than 2,000 
local staff members face the difficult 
task simply of protecting the 1,017- 


suaded to leave by hotel staff situated 
precisely for that purpose in the main 
lobby and elsewhere. The open-door 
policy is designed to encourage local 
business. Although most people in 
Canton cannot afford the hotel's 
prices, wealthier relatives from 
Hongkong or overseas will bring 
their Canton relations in for meals 
and perhaps even wedding parties, 
the hotel's managers hope. 

In the longer term, the China 
Hotels prospects may be even 
gloomier, some senior  staffers 
suggest. One, with nearly 20 years in 
the hotel business in Europe and 


Asia, is not optimistic about the 


hotel's fortunes after the exit of the 
facility's experienced imported man- 
agement team. The team's members 
are on two-year contracts to manage 
the hotel during its start-up period 
and train local counterparts and 





room complex's splen- | 
dour from the ravages yv 

of hundreds of local 
visitors, eager for a 
glimpse of what for 
most of them is the stuff 
only of dreams. Half a 
dozen or more local 
groups of around 100 
people each, from fac- 
tories and elsewhere, 
appear each day and 
are shown around by 
members of the hotel's 
local trainee-manage- 
ment team. The prob- 
lem is that the visitors, 
unfamiliar with such 
surroundings, soil the 
upholstery with dirty 
clothes, burn holes in 
the carpets stamping | 
out cigarettes and gen- 
erally expose the facil- 
ity to more wear and tear than it can 
handle just by their numbers. 

One foreign staff member noted 
that since 18 December 1983, when 
the hotel opened for business, it has 
already been necessary to replace the 
upholstery of the coffeeshop's fur- 
nishings, and during February alone 
the coffeeshop's carpeting had to be 
shampooed eight times — an unusu- 
ally high number for a facility of the 
China Hotel's quality. Even the Ita- 
lian marble floors of the main lobby 
must be continuously swept to keep 
them free of the dust tracked in by the 
hundreds of local visitors. 

These problems have resulted in 
part from a management decision not 
to bar locals from the hotel — as has 
been the policy of most other Chinese 
hotels which cater to foreign busi- 
nessmen and tourists. Although the 
hotel's doors are open to all comers, 
people who loiter too long are per- 





The hotel's main entrance: an open-door policy. 








other staff to take over after their 
contracts expire. 

This senior staffer sees two major 
flaws in the present arrangement be- 
tween the venture's main partners, 
the Yangcheng Service Development 
Co. of Canton and Shin Ho Ch'eng 
Development, a consortium of Hong- 
kong companies, which includes 
Hopewell Holdings, Cheung Kong 
(Holdings), New World Development 
Co., Sun Hung Kai Securities, Sun 
Hung Kai Properties and Wing Tai 
Development. 


4 first is the problem of transfer- 
ring to their inexperienced coun- 
terparts the knowledge and skills 
necessary to run the hotel at its pre- 
sent level of efficiency. The staffer 
said that though most of the counter- 
parts were eager and willing to learn 
and the expat staff was generally try- 
ing hard to accommodate them, it 






was just not possible to teach in two 
years' time what it took 15 or more 
years for their teachers to learn. 

The second problem, related to the 
first, is that some of the imported 
managers are relatively young and 
inexperienced people who got their 
jobs through contacts with the major 
shareholders of the Hongkong con- 
sortium partners. Members of this 
group, a senior staffer said, have no- 
thing to pass on to their counterparts, 
tend to distrust the locals and, in any 
case, are so busy jockeying for posi- 
tion that they have little 
time even to learn the 
ropes themselves. 

The staffer added 
| that some Hongkong 

managers were con- 

temptuous of their 

Canton counterparts. 

When asked about this, 
| one Hongkong manager 
| agreed. He referred to 
| the local staffers as 

“backward” and “un- 

sophisticated,” though 
he admitted freely that 

he had no experience 
whatsoever in the hotel 
business prior to join- 
ing the foreign manage- 
ment team. 

For the moment — 
despite all the problems 
— the China Hotel is an 

a oasis for the rich in a 
land of poverty. When the entire com- 
plex is open it will offer all the 
luxuries of the finest hotels around 
the world, and it will even offer its 


‘local staffers a measure of affluence 


previously unknown to them. Al- 
ready, the staff showers have become 
the second most important perk for 
the young men and women working 
at the China Hotel, a warm and wel- 
come change from the cold-water 
bathing facilities at home. 

But the biggest boon to the local 
workers is the Rmb 120-180 (US$58- 
87) monthly wage, about two to three 
times the national average. A bar- 
tender in the ground-floor pub, for- 
merly an electrician in a plating fac- 
tory, said his new wealth would ena- 
ble him to get married. He hopes his 
new wife, now working in the plating 
factory, will then be able to join him 
at the hotel, where she too can enjoy a 
taste of the good life. —ASHLEY WRIGHT 
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Exclusively at the Louis Vuitton stores 
Hong Kong, Peninsula Hotel and at the Landmark « Singapore, Hilton Hotel » 
Melbourne, Hardy Brothers at 338 Collins Street « Taipei, 505 Tung Hwa South Road « Seoul, Lotte Shopping Center « 


In Japan · Tokyo + Fukuoka « Hiroshima « Kobe · Kyoto « Nagoya + Osaka « Sapporo « Yokohama · 


Y Some people have a talent for 


travel. They look upon travelling as a fine art. 
These true connoisseurs require the best: 
it is for them that the Louis Vuitton craftsmen 


create luggage and perpetuate the tradition of 


custom-made pieces. 

These imaginative and skilled artisans 
turn each trunk, suitcase and bag, be it of the 
traditional “Monogram” line or the new 


"Challenge" line, into a model of strength, 


durability and refinement. 
They meticulously select their materials: 


traditional leather and brass. or innovative 


space-age fabrics such as Kevlar*, and 
authenticate their work with the renowned 
initials. 

The Louis Vuitton concept of luggage is 
unique. It has been maintained since 1854. 


In Paris and the major cities of the world. 


LOUIS VUITTON 


MALLETIER A PARIS 


MAISON 


FONDEE EN 1854 
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(^^ hostess in your sarong kebaya 
you care for me as only you know how 
across four continents of the earth in the luxury 

of the world’s 
most modern fleet. 
Singapore Girl 
youre a greal 
way to fly. 








Utilizing the same leadership tech- 
nology that created the space shuttle, 
Case now verifies the “workability” 

of product design with speed and 
accuracy unknown in the past. 

Case engineers now produce 
complex drawings in seconds — in 
three dimensions! Assemblies are 
displayed as a whole, or each part 
can be called up separately. Electronic 
stress analysis gives accurate data 
based on realistic computer-imposed 


job loads for improving strength and 
reliability. Corrections pas 
and engineering 
improvements occur 
early in the design 
process —long before 
prototypes are built. 
From this “engi- 
neering magic” comes 
a whole new level of 
machine quality, efficiency and dura- 
bility for the 580 loader/backhoe — 


No.1 worldwide — and all other Case 
- equipment. Parts can 

be made tougher where 
computer evaluations 
reveal need for extra 
strength . . . while 
excess weight is elimi- 
nated to reduce both 
original costs and 
operating expenses. 

Computer-aided engineering 
techniques give you machinery that 

works harder and 
i longer at the job site to 
| significantly increase 
| your productivity. 
The transoceanic 
linkup of Case comput- 
| ers results froma 
multi-million-dollar 
investment which 
makes the advantages of high 
technology pay off for construction 
equipment owners anywhere in the 
world. 

Check out the difference 
leadership technology in construction 
equipment can make for you at your 
Case dealer. Or write to Asian 
Representative office of the J | Case 


ti Company, 12-C 12th Floor, 


Yen San Bidg., 268 Orchard Road, 
Singapore 9, Republic of Singapore. 









D was ilensed to see the REVIEW devote 


some space to what has been one of the | 
of Asean-In- |. 


stranger anomalies . 
dochina relations: the trade between 


Vietnam and Singapore [5 Apr.]. Your | 


correspondents missed a key point, 
however, by failing to note the irony in 
this context of the United States State 
Department's justification for. the 
trade embargo against Vietnam and 
Cambodia: that the US is merely fol- 


lowing the lead of Asean in “bleeding” - 
the Vietnamese to force them to the | 
bargaining table. Clearly a strict trade 


embargo is not, in fact, part of the 
Asean strategy. 
I would also point out that Jac- 


queline Rees’ statement that "some 
US$4 million a year goes into Vietnam | 


through private US charities, which 
are government funded" leaves your 
readers with a mistaken impression. 


While American private humanitarian | 


agencies which receive government 
funds are working in Vietnam, they 
may use only private donations for 
their Vietnam programmes. No US 
Government money is going into Viet- 
nam at present through American vol- 


untary agencies or through any other | 


channels. 

Further, even privately donated 
humanitarian aid must be licensed by 
the US Government under the provi- 
sions of the Trade with the Enemy Act 
which designates four countries as 
enemies of the US: Vietnam, Cam- 


! bodia, North Korea and Cuba. Small- | 


scale agricultural projects developed 
by Oxfam America and . even 
emergency food and medical assist- 
ance after typhoons have been blocked 
by the State Department under this 
law. Now US private charities find 
that the use of the trade embargo to 
block humanitarian assistance is. being 


extended to Cambodia, despite con- 


tinued food problems for the Khmer 
people. US charities have little re- 


course but acceptance of this cynical | 


policy of our government which holds 
the people of Indochina hostage to nar- 
row political objectives. | 


JOEL R. CHARNY 
Southeast Asia Projects Officer. 


Boston, Mass Oxfam America 


Sihanouk and PolPot... 


Prince Norodom Sihanouk's letter [5 
Apr.] did not go over well with Khmer 
refugees in the United States. By stat- 
ing what Pol Pot, Ieng Sary and other 
Khmer Rouge leaders “believe,” he is 
in effect speaking for them. Saying 


that this group should be included in a - 


quadripartite government is further 


> evidence of Sihanouk's support for the 
. right of the Khmer Rouge to continue | 





























| fugees, I can confirm that nearly all of 
them express the following feelings: 

» They believe Khmer Rouge leaders, 
who are responsible for the deaths of 
thousands if not millions of our peo- 
ple, have no rights except the right to 
trial and punishment for their crimes. 
» They prefer the Vietnamese occupa- 
tion to any suggestion that the Khmer 
Rouge return or bea part of any gov- 
ernment. | 
.* They say that should the Khmer 
Rouge leaders be eliminated and the 
rank and file Khmer Rouge be trans- 
formed into a different entity, then the 
| Vietnamese would have no excuse to 


|- people could unite. 
. Sihanouk has surrendered the moral 
high ground. The fact is, until the 





will never be free and independent. 


-stand it, the sooner the people of 
Southeast Asia will have the chance of 
| peace, stability and progress. 

Columbus, Ohio VANNA OM 


...and Heng Samrin 
I would be most interested to see evi- 
dence for Christopher Collier’s point 


- 1977, “Vietnam virulently denounced 
Western reports of immense suffering 
[in Cámbodia] as a CIA conspiracy." 
He may be right, but as yet I know of no 
evidence for this. I also know of none 
indicating that Vietnam had a “sub- 

| stantial presence" in Cambodia at the 
| time, or that Prince Norodom 
Sihanouk and Son Sann were then "in 
the forests" resisting Pol Pot. Is Collier 


| saying that Heng Samrin did not lead - 


the biggest uprising against Pol Pot? 
And that Vietnam was not a victim of 


i fore it invaded in late 1978? 


BEN KIERNAN 
2 Centre for Southeast Asian Studies 
West Brunswick, Vietorte Monash University 





isean — 


| I was happy to learn from your report 
[26 Apr.] that Malaysia is aiming for a 
population increase from 14 million 


16 years. Taking an annual population 


needs to take in immigrants. 


settling them 
Maybe Malaysia will take in all the re- 
fugee > currently m Thailet 


Khmer Rouge disappear, our people 


The Vietnamese know this. The sooner - 
Sihanouk, Asean and China under- 


. [LETTERS, 19 Apr.] that from 1975 to | 


Pol Pot's aggression and massacres be- - 


now to 70 million by the year 2000 — in | 


growth of 30.per thousand, Malaysia . 
can attain a population of only 30 mil- | 
lion by the year 2000 given the present. 
population base. Malaysia therefore 


Thailand has too many refugees at- 
the moment and there are problems in 
in other countries. 





hereby : 


DIE E director of a social-service | 
 |.agency which resettles Cambodian re- 


stay in "Cambodia and the Khmer | 


apart, retirement at the age of 55 i 
probably essential in today's world o 
massive unemployment to make w 


constitution 
‘legai and propagandist. 


. does not bestow rights which a citize 


. tion and to cherish the cause of social 


.communist constitution is of prop- 


l the state. Hence; different constitu- 
; i 






solving our refugee problem and sat 
fying the need for an increase in pe 
lation in Malaysia, in the true spir 
Asean cooperation. 
Bangkok | CHAROON HARATANARUA 

















@ The year 2000 was, of course, a m 
print for 2100. 


As old as you feel 


It is indeed true, as G. Giebel sta es 
[LETTERS, 5 Apr.], that biological age 
can be quite different from anatomic; 
age. While I was working in London 
patient, aged 95, who was to underg 
an operation for prostatectomy aske 
me quite seriously: "Does this opera 
tion affect one's sex life?" 

-But biological and anatomical ag 








































for many deserving young men a 
women waiting for better job oppor 
tunities. - 
Madang, Papua New Guinea Dr N. G. PA' 


ý l — 
China's constitutions 
Kam Wong's analysis of China's 198 
constitution [THE 5TH COLUMN, 1 
Apr.] did not point out two distinc 
characteristics of a communist-sty 
constitution. Unlike its Anglo-Ame 
can counterpart, a communist-styl 
serves two function: 











































Insofar as it is a legal document, i 

































can enforce in the courts or throug! 
other channels to limit state powei 
For instance, there is no mechanism 
available in China equivalent or simi 
lar to the Anglo-American procedur 
of judicial review. Rights, according t« 
communist ideology, can only b 
realised through, and not against, th 
state or collective. It is firmly embed. 
ded in the communist doctrine that th: 
state is co-terminous with and truly re- 
presents. the people. It follows, there: 
fore, that a citizen need not fear th p 
state.. 

Secondly, rights under the constitu 
tion do not exist in vacuo; they are. 
linked with duties. One of the duties o Ü 
a citizen is to obey the state's legisla-. 


ism. - j 
The other function of the Chinesé: 


aganda. In that context, it is a political 
statement of what has been achieved 
and what remains to be carried out by 





| l have to be promulgated as 
the stat undergoes different stages of 
p 'al, social ahd.economic develop- 
ment to reflect and publicise these 
changes. This conceptual background - 
accounts for the declaration of. the 














































































Fived und pista: fire at a mar et. in | 9€ ott Fitzgerald) that Ò kof 
Chunnakam near Jaffna, killing 10 |in lelligent man was that he was able 
{| to hold two mutually contradictory 


people and injuring more than 50. 
Those killed and injured inc Jude child- ideas in his mind at the same time and 
X retain his sanity (anyway, it was some- 


ren and pregnant mothers. y V 

Is there no international conscie thing along those lines). 
in the world to tell Presid ius By this standard, $ ingapore Deputy 
Jayewardene and his gox | Prime Minister Goh Keng Swee is a 
put a stop to the killing. o very intelligentr ; nindeed. In the first 
Tamils "oy his armed forces a d part of his Harry G. Johnson lecture 

n | [reprinted as THE 5th COLUMN, 1 Dec. 
'83] he argues passionately and logi- 
. || cally against protectionism and im- 
`| | port-substitution policies. Fine. 
|i In the second half [THE 5th COLUMN, 
.| 8 Dec. '83] he argues that developing 
‘| | countries have much to learn from the 
| Japanese model and the way in which 
it tackled the tasks of development and 
industrialisation. 

‘But where does that leave us? J apan 
is the best example of successful indus- 
trialisation achieved behind high pro- 
f | tectionist walls. It leaves us-with two 
| opposing and aye contradictory 
ideas. | à 
Tokyo ‘DAVID TAGUCHI 





















he Tamils of Sri Lanka outside their 
ongholds in the north and east are 
ying in perpetual tension, not know- 
ing. when another wave of brutality 
ill be unleashed against them. by 
inhalese thugs aided by the police 
nd armed forces. It is true that. two 























The ASIAN DEVELOPMENT BANK is an snernational finance institu- 
tion based in Manila, Philippines, and established for the purpose of lending 
funds, promoting investments and providing technical assistance to develop- 
ing countries and, generally, for fostering economic growth in the Asian re- 
gion. Its membership comprises forty-five countries, thirty-one of which are 
fromthe Asian. region and. fourteen from Western Europe and North America. 






Costs and corruption 


Michael Specter shows bias in his arti- 
cle on the development of Jakarta 
[REVIEW, 29 Mar.] when he says 25- 
33% of the annual budget simply dis- 
appears because of corruption. If this 
were true, then over the 15 years of the 
| first three five-year plans, about 335% 
of the total annual budget would have 
vanished — an enormous sum of 
.| money. But the International Monet- 
ary Fund report gives eredit to In- 
. donesia for the development that has 
been carried out. Did Specter: just close 


The Bank offers challenging opportunities to highly qua lified and experi- 
enced professionals. who seek employment on a career or fixed-term basis, 
nd applications are. invited for the position of: 


TREE CROP SPECIALIST 


. The. Tree Crop. Specialist will be: assigned to the Agro- indusities and 
Forestry Division to assist the Bank in agro-industrial sector activities. The 

. applicant should have post-graduate qualifications i in Agronomy or related 
disciplines with extensive practical experience (minimum of 5 years) in both 

. plantation and smaliholder tree crop development activities, partic ularly ir 
.. developing countries of Asia. While a broad crop experience woul be ad- 
. vantageous, the candidate should have primary experience i in develop 
and implementation of programs and projects for tea, spices and pere 









fruit crops. The Specialist will be thoroughly familiar with aspects related to his eyes to that? 

evaluation and analysis of agricultural and farm practices, crop production ; 
and productivity, crop suitability for particular areas and agronomic factors Sue MEQUE MOBD RAMZY HARIBUAN 
in tree crop development. The successful candidate will have superior com- - | C ORRE cn ON s 


. | munication skills in English, and be able to work in a multi- -disciplinary team. 
| date: 


"Er | | In our map of the Timor Sea (19. AU j, one 
will be involved in project devel int work - $ | | section of the agreed seabed bourda: 
ie gt ( rities in member cour ries, iden- 3 tween Australia and Indonesia was shi 
tification of suitable projects for bank financing, and the processing of such. incorrectly: The — ———— 

Side as follows: "Tc 
projects with responsibility for related documents. Additional re iblities f- 
will include monitoring of project implementation and other ius m | 
lated to the above as may jm time to time, be required. à pe] 












he Successf candid: 














Staff will be based in Manila, Philippines, butthe position i itr es inter- | 
national travel. An attractive salary, normally free of tax, and comp rehensive | 
fringe benefits will be offered to the successful candidate. ar 


wand eot 


Primi eR. Rm 
. Aghmone Fait 
^ Cmruer ulang 


Interested persons are requested to send their curriculum vitae, ii ‘hid 
; ing present salary and details of their working exparipnes £ and quoting F REF. 
€ NO: HK 44, tfo. gm 
5 HEAD, EMPLOYMENT AND STAFF. RELATIONS - 

| PERSONNEL DIVISION — 
ASIAN DE ELOPMENT BANK 






REA. 26 Apr. A the dale jos ich: | 
Malaysia hopes to have a population of"0 | 
million was migprinted < as 2000. ion is in a fact | 
| 2100. QUAL UM " s 20 


; MANILA PHILIPPINES - 











CINEMA IN ASIA - 








Vol. 124 No.18 


For most Asians cinema is the major form of mass 
entertainment, so most Asian films are designed 
to appeal to the relatively unsophisticated tastes 
of the largest possible number of people, reflect- 
ing not societies as they really are, but rather 
what people would like them to be. But a number 
of dedicated artists do try to weave their more 
personal visions into these commercial dreams. 
FOCUS looks at the work of such film-makers, and 
at the problems facing the film industries of Asia. 
For nowhere is the industry without major prob- 


lems. Japanese films suffered from the onslaught 
of TV in the 1960s; Indian and Southeast Asian movies are now having 
a hard time competing with the video boom, and in China, where the in- 
dustry has only recently been revived, there still are major problems 


with censorship. Pages 45-71. 


Cover photograph from Yohkiroh, produced by Toei of Japan. 





Page 14 
Britain says officially that it is pull- 
ing out of Hongkong, which may 
ironically mean good news for 
Taiwan. 


Page 18 

As Datuk Harun Idris throws a 
spanner into the works of Malay 
politics in Malaysia, the machine 
of the nation’s Chinese politics has 
virtually stopped. 


Page 20 

Cambodian resistance fighters 
"win a small military success and a 
larger propaganda victory. 


Page 28 
An Amnesty report points the 


finger at many Asian nations it 
finds guilty of torture. 
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Page 42 E 
A new film on the life of Yukio | 
Mishima sparks fresh speculation 
on the life and death of a Japanese j 
enigma. 
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Tokyo is likely to cut overseas 
lending after heavy losses in de- | 
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veloping countries. | 
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Amnesty International, the 
London-based human rights 
organisation, has called for 
an . independent judicial 
mechanism to inquire into the 
deaths of extremist com- 
munists in encounters with 
police in India. In its latest re- 
port, the organisation said 
that in Andhra Pradesh, two 
young extremists were not 
tracked down and killed in an 
encounter by the police in 
January 1982 as had been re- 
ported. Amnesty said they 
were arrested and then shot by 
the police. 

The report noted that since 
the late 1960s, killings of 
leftwing extremists in "en- 
counters with the police" or 
"while trying to escape" were 
reported from several states in 
India. As many as 216 such 
killings have been reported 
from Andhra Pradesh state 
Since 1968. — MOHAN RAM 


Kuala Lumpur to 
build new airport 


The Malaysian Government is 
to build a second airport in the 
Kuala Lumpur area to cope 
with increasing air traffic. De- 
puty Transport Minister Abu 
Hassan Omar has also re- 
vealed that a second runway 
for Kuala Lumpur's existing 
Subang airport — upgraded 
only a few years ago — has 
been recommended in a report 
on a study by British consul- 
tants received by Malaysia's 
cabinet in April. 

The report calls for early 
decisions on the necessary in- 
vestmeht: the federal govern- 
ment is already contributing 
M$50 million (US$21.8 mil- 
lion towards an interna- 
tional-class airport on the 
tourist island of Langkawi, 
where a M$3 billion hotel and 
recreation centre project is 
currently under construction. 

— JAMES CLAD 


Burmese court rejects 
appeal by Tin Oo 
Burma's Central Court of Jus- 
tice has rejected an appeal by 
retired brigadier-general Tin 
Oo against the decision of a 
lower court which convicted 
him of five charges of misuse 
of public funds. The court up- 
held the sentence of five terms 
of life imprisonment. 

Tin Oo has only one option 
remaining: an appeal to the 
Central Law Office. Tin Oo 
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had been intelligence chief to 
former president Ne Win, join 
secretary of the ruling Burm 

Socialist Programme Party, 
and member of the council of 
state in charge of national sec- 
urity before his sudden dis- 
grace last May. — M. C. TUN 


Malaysia creates new 


The 92-sq.-km. island of La- 
buan off the coast of north- 
west Borneo was declared 
Malaysia's second federal ter- 
ritory on 16 April in a cere- 
mony attended by Prime 
Minister Datuk Seri Mahathir 
Mohamad and Sabah's Chief 
Minister Datuk Harris Salleh. 
Labuan's “federalisation” 
serves as a reminder to what 
Harris described as “various 
quarters” that any repetition 





of past secessionist move- 
ments in Sabah would not be 
tolerated. The Philippines, 
Brunei and Vietnam all retain 
territorial interest in the re- 


gion. 
At the ceremony, Mahathir 
stressed that the island's 


35,000 residents would have 
none of ‘their existing 
privileges impaired. On the 
contrary, the prime minister 
said, the new federal territory 
would become a prosperous 
"strategic entrepót centre" as 
well as an important defence 
link. — JAMES CLAD 


Trouble flares on 
Bangladesh border 
Border security forces clashed 
along the frontier between 
India and Bangladesh on 20 
April at Satrasal village, 
Assam. One Bangladeshi sol- 
dier was.reported killed and 
two seriously injured in an ex- 
change of fire following an at- 
tempt by Bangladesh forces to 
dismantle a fence Indians 
were erecting along the bor- 
der. Each side has called in 
reinforcements, which now 
face each other from hastily 
established bunkers and 
foxholes. — SALAMAT ALI 


BUSINESS 


Seoul to liberalise 
banking radically 


South Korea’s Ministry of Fi- 
nance has announced plans to 
liberalise radically the coun- 
try's financial system, opening 
it up much further than had 
previously been expected to 
the growing number of foreign 
banks now operating in the 
country — 48 branches of 42 
banks at present. According to 
the plan, foreign banks will 
operate with “practically all 
discriminatory _ restrictions 
imposed on [them] . . . phased 
out...” by the end of 1986. 
The most significant 
liberalising step will come in 
1985 when foreign banks will 
be allowed to borrow from the 
central bank, the Bank of 
Korea, under the same dis- 
count formulae as South Ko- 


rean banks. One foreign bank- 


ersaid: "We don't know all the 
details yet, but this is exciting 
— quite simply, it is what we 
have been asking for years." 

— PAUL ENSOR 


Setback to anti-cancer 
drug programme 


Mochida Pharmaceutical Co., 
listed on the first section of the 
Tokyo stockmarket, has had to 
suspend clinical testing of an 
experimental anti-cancer 
drug in which it had been in- 
vesting heavily. The drug, 
called Carcino-Breaking Fac- 
tor (CBF), is thought to be far 
more effective than interfe- 
ron. Mochida announced in 
mid-1983 that CBF had suc- 
cessfully completed phase one 
of clinical trials, which tests 
for toxicity, and was entering 
phase two, which tests effec- 
tiveness. 

The prospect of developing 


‘CBF became a major pillar of 


Mochida's share price. But 
Mochida, without revealing 
its problems, subsequently 
suspended clinical testing be- 
cause CBF was proving to be 
unstable and difficult to 
purify. Mochida may even- 
tually overcome its difficul- 
ties, but at minimum the set- 
back will delay considerably 


commercialisation of the 
drug. — HIKARU KERNS 
Mitsubishi wins big 
Kuwait project 


Mitsubishi Electric Corp. of 
Japan has received an order to 
undertake, on a turnkey basis, 
the largest electrical sub-sta- 
tion construction project ever 
in Kuwait. The project, which 


was opened to international 
bidding, encompasses eight 
sub-stations capable of trans- 
forming 132,000 volts, and 
will be completed by March 
1986. The order is worth ¥26 
billion (US$115.6 million). 

— HIKARU KERNS 


Malaysia looks into 
financial futures 
Malaysian Primary Industries 
Minister Datuk Paul Leong 
has disclosed that planning is 
now under way to introduce 
financial-futures as well as 
gold trading on the Kuala 
Lumpur Commodity Ex- 
change, shaken recently by a 
crisis of confidence following 





manipulative speculation in 
February and March (REVIEW, 
22 Mar.). The announcement 
of a broadening of trading — 


the exchange currently 
trades palm oil and rubber 
— follows indications that 
the government will intro- 
duce  tin-futures trading 
some time this year, after 
postponement of the start- 
up date originally set for 
March. — JAMES CLAD 


South Korea to cut 

its US steel exports 

South Korean steelmakers 
have agreed to restrain ex- 
ports of steel pipe to the Unit- 
ed States amid worries of a 
growing protectionist trend in 
the US, the largest market for 
South Korean pipe absorbing 
70% of exports. Under the 
self-imposed restraint, South 
Korean steel-pipe exports will 
be reduced to 640,000 tonnes, 
down from 720,000 tonnes in 
1983. South Korean steel ex- 
ports to the US grew 63% last 
year, though they constituted 
only around 0.5% of total US 
consumption. — PAUL ENSOR 
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| MAHBUBA 
representative to the United. 
Nations, Tommy 


Koh, who has 
emerged as the leading Asean 











spokesman at the world body, is | by 


to move on to become ambassador | 
in Washington in the next couple - 
of months, according to American. 
sources. He will bereplaced at the 
UN by 35-year-old Kishore 
Mahbubani, currently minister 
counsellor at the Singapore | 
Embassy in Washington, who will 
be the youngest ambassador to 
the UN. Mahbubani has played a 


| 


key roleinlobbyingin `  - 
Washington for Asean strategy on 
Cambodia. Koh, a former 
professor of law, is president of 
 thethird UN Law of the Sea _ 
. conference and is likely to retain 
this UN role because of his special 
„expertise. Ambassador to _ 
Washington P. Coomarasmay has | 
indicated his desire to retire for _ 
health reasons. The United States 
is unlikely to object to Kohs - 
nomination. | 
On the eve of United States —— 
President Ronald Reagan’s visit 
to China, Peking has been 





— — — —— 





stepping up its lobbying to get off | 


. Three people were killed and 15 
wounded by a bomb blast in Kabul which 
the authorities blamed on Muslim gueril- 
las, it was reported (21 Apr.) | 


BANGLADESH 

The government accused India of shoot- 
ing across the border, killing one guard 
and injuring another (21 Apr.) 


BURMA | 

Burmese troops set a Karen insurgent 
base on the Thai-Burmese border ablaze, 
à Karen spokesman said (18 Apr.) 


HONGKONG 

British Foreign Secretary Sir Geoffrey 
Howe arrived on an official visit (18 Apr.). 
Howe issued the first declaration that Bri- 
tain has relinquished sovereignty over 
Hongkong (20 Apr.) 


INDIA | 
Chandigarh was put under curfew, and 
the government linked Pakistan to Sikh 
extremist violence in Punjab, it was re- 
ported (18 Apr.). Paramilitary troops shot 
. and killed two militant Sikh students in a 
border district of Punjab (19 Apr.) A Pun- 
jab policeman was arrested in connection 
with the killing of two other officers. in 
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Ministry lifted a two-month-old ban on a 


propagating communism, 








category. In the US Government’s 
own export-control = "T 
classification, China already has 
been named asa "friendly but not 


. allied" country which allows 


fairly free transfer of technology 
and puts China in a completely 
different category from the: 
Soviet bloc. Asked how the US 
was responding to the Chinese- 
pressure, a Reagan E 
administration source replied: 
"We smile a lot." | 


NO TAIWAN BREAK 
ccording to Vatican diplomats - 
in Seoul, though Rome is eager to 





broaden its ties with China, 


where there are an estimated 3 
million Catholics, it will not do so 
at the expense of its diplomatic 
ties to Taipei. It isagainst Vatican 

diplomatic practice to break 
relations once they are 
established. The sources also say 
that during his visit in early May, 
Pope John Paul II will address 


— tt 





Haryana state (20 Apr.). A leader of the 
breakaway Sikh Nirankari sect was gun- 
ned down in Rajasthan state, the Press 
Trust of India (PTI) reported (21. Apr.) 
Militant Sikhs and Hindus set terms for 
resumption of talks with the govérnment 
about the troubles in Punjab (22 Apr.). Six 
people were killed during a gun battle be- 
tween security forces and armed men in 
the Punjab border town of Ferozepore, 


PTI said (23 Apr.) Two Indian soldiers 


were wounded | when Indian ‘and 
Bangladeshi troops exchanged fire across | 
their border, it was reported (24 Apr.) — 


Indonesia and Papua New Guinea ag- 
reed to drop a dispute over charges that 
Indonesian military jets violated Papua 
New Guinea’s air space, Indonesian 
Foreign Minister Mochtar Kusumaat- 
madja said. (22 Apr.) The Information 


weekly news magazine, Topik, accused of 
a ministry 
spokesman said (24 Apr.). 


Japanese and Vietnamese diplomats ag- 
reed on the.need for Tokyo to resume 
ministerial-level contact with Hanoi, Ja- 
panese sources said (18 Apr.). 





| Scene 


| rivedin Bonn on an official visit (24 Apr.).. 





pastoral mission to South Kore 
| His pronouncements during tl 
| visit, especially in Kwangju, 
of a popular uprising in 































May 1980, which was harshly put 
down by President Chun Doo ^ . 
Hwan, have been keenly awaited 
by human rights activists, but the 
| sources say he will avoid any |. 
| openly political statements. - 


| The mystery surrounding the . 
| blast that ripped through the 

| Chiang Mai residence of 
| Kuomintang (KMT) warlordG 
| Lee Wen-huan on 11 Marchn 
| seems to have been solved, 
according to diplomatic sources 
in Bangkok. It appears that the 
explosion was a well-planned 
action by a rival group of opiu 
traders, presumably the Shan 
United Army (SUA). Lee is now 
in his 60s and in failing health | 
and the question of who should 
| take over the KMT financial | 
empire has become a pressing. 
topic within Chinese circles in 
Chiang Mai, and could develop 
into a struggle between the SU 
and some of Lee's close KMT 
associates. 
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Expelled leaders of the Malays 
Chinese Association secured police p 
mission to hold a special meeting to se 
reinstatement, their spokesman said 
Apr) | d 


PAKISTAN - 













Meet man ———— ——— — — — 





Four policemen who admitted firing. 
their guns in a clash with striking factory. 
workers were charged with homicide, the: 
military announced (18 Apr.). os 


Belgian. Prime Minister Wilfred Mar- 
tens arrived on an official visit (18 Apr.) 
Students and police clashed at Seoul un 
versity campuses (19 Apr.). Thousands o: 
university students clashed again with 
police (20 Apr.). gs | 
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Prime Minister Prem Tinsulanond ar- 
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. By Derek Davies 
| On 1 July 1997, 


«€4 London will hand 
— sovereignty over 


t o Hongkong back 
| ^ China and wil 
. ^ BW thereafter have no 
i say in the territ- 
ory's administration. But, despite giv- 
ing up their only legal bargaining 
_ point, the British are still trying to per- 
- suade Peking to sign a joint agreement 
- giving detailed and comprehensive as- 
-surances about Hongkong's future au- 
tonomous freedom. Otherwise, China's 
unilateral promises to the people of 
= Hongkong will have to be taken on 
. trust. 

This was the inescapable essence of 
the progress report on the Sino-British 
negotiations made to Hongkong by 
British Foreign Secretary Sir Geoffrey 
Howe at a press conference in Hong- 
kong on 20 April after talks with 
China's leaders in Peking. Despite the 
negotiations’ currently friendly and 
cooperative atmosphere, reliable 
‘sources confirm that no start has yet 
‘been made in drafting a joint state- 
ment. The British have yet to persuade 





CK 
N 
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. By David Bonavia in Peking 


Gratified by the 
«€4 British Govern- 
ment's acceptance 
of its broad pro- 
gramme for the fu- 
ture of Hongkong, 
the Chinese leader- 
ship plans to shift the emphasis of the 
. Peking negotiations to arrangements 
for the intermediate period up to re- 

covery of full Chinese sovereignty over 
_ the territory in 1997. 

Contentious matters such as the fu- 
ture links between Hongkong and 
Taiwan are being handled with kid 
gloves in order to save frightening 
away more investment capital, and 
. managerial and technical talent, over 
the next 13 years. 

China’s communist media have yet 
to make any major pronouncement on 
the subject since the press conference 
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AIRS 


Britain concedes sovereignty but wants all agreements guaranteed 


A leap into the dark 


Peking of the gains to be made in com- 
promising its future sovereignty over 
Hongkong by making promises to the 
departing colonial power about the 
way the territory will be governed. 

Howe stressed Britain's aim of re- 
moving uncertainty over the future 
and of making arrangements that 
would secure for Hongkong "a high de- 
gree of autonomy under Chinese 
sovereignty, and that would preserve 
the way of life in Hongkong, together 
with the essentials of the present sys- 
tem." Outlining Britain's aims ("How I 
see the likely way ahead"), Howe was 
very tentative: 

“It is possible to foresee a situation 
in which Hongkong would, as part of 
China, enjoy a high degree of au- 
tonomy [extending to] administration, 
the making of laws, the maintenance of 
Hongkong's own familiar system of 
justice and responsibility for public 
order in the territory. Under such ar- 
rangements, the laws of Hongkong, in- 
cluding the written and the common 
law, would be based upon the present 
system; existing freedoms would be 
maintained — freedom from arbitrary 


The bait for Taiwan 


The way China treats Hongkong now may serve as an 
. encouragement, in the long term, for Taipei's return 


given on 20 April by Sir Geoffrey Howe 
in Hongkong. But a good insight into 
Peking's concept of Hongkong's future 
was given by Ji Pengfei, head of the 
Chinese government's Hongkong and 
Macau office, to a visiting group of 
Hongkong urban councillors and other 
prominent citizens. Rather than chok- 
ing off Hongkong's contacts with 
Taiwan, Ji seemed to encourage ties 
with the Kuomintang (KMT)-ruled is- 
land, saying that not only would KMT 
adherents resident in Hongkong enjoy 
protection of their legal rights but re- 
lations between Hongkong and Tai- 
wan, including sea and air links, 
economic and cultural ties, and the 
movement of people, would be left un- 
disturbed. Economically speaking, 
this is of considerable importance to 
Hongkong. 

From Hongkong's point of view, 


































arrest, freedom of religion, assembly 
and speech, freedom of travel, and 
freedom of the press.” 

Under such arrangements, he con- 
tinued, the Hongkong dollar would 
continue as a separate, freely converti- 
ble currency; Hongkong's cultural life, 
its extensive global economic links and 
its participation in international or- 
ganisations would continue, and there 
would be a role for “outside people 
from Britain and elsewhere. " 

But these remained aims; on no point 
was Howe able to say that the British 
had received satisfactory assurances, 
or that the Chinese had agreed to in- 
clude any guarantees in any eventual 
agreement (indeed Howe was careful 
not to use the word "guarantees" at 
all). 


arefully maintaining confiden- 
Cs and only referring to 

Chinese attitudes which have 
been made public, Howe produced no 
evidence that the British have man- 
aged to wrest one concession from Pe- 
king. In fact, Howe's list of objectives 
largely coincided with China's own 10- 





these promises to its KMT-oriented re- 
sidents may seem an issue of secondary 
importance, since they can go and live 
in Taiwan if they do not want to be 
under the sovereignty of the People's 
Republic. But for Peking, the olive- 
branch offered is of considerable im- 
portance. 

One sign of a more relaxed attitude 


| towards the date of completion of the 


Sino-British talks on Hongkong is the 
statement by Ji that the topic will not 
be up for discussion at the forthcoming 
session of the National People's Con- 
gress. 

Although China has not rescinded its 
threat to announce its own plan for the 
future of Hongkong in September if an 
agreement with Britain is not reached 
by then, the question is beginning to 
look academic. For one thing, China's 
plan is already well known in outline 
and largely acceptable to Britain. For 
another, the British side would like to 
have an agreement drawn up at the 
latest by August, though Howe con- 
tinued to insist on the need for a 
“good” agreement rather than a hasty 
one. 

Howe promised at his Hongkong 
press conference that both the British 












point plan. for the future given out bbe 
China's Hongkong-Macau office last 
summer (REVIEW, 18 Aug. '83). | 

In some respects, the Chinese blue- 
print went further than Howe: "China 
will not interfere in Hongkong's inter- 
nal affairs ... Peking will not send re- 
presentatives to Hongkong." China 
has since promised that such assur- 
ances would be valid for at least 50 
years after 1997, — 

It is now clear that the main British 
task is not to gain more concessions 
from. a China which has already unilat- 
erally offered a framework incorporat- 
ing most generous terms, but to per- 
suade the Chinese to agree to include 
them, with the framework's compo- 
nents spelled out in maximum detail, 
à in the text of a joint agreement. 

This task could still prove difficult, 
which is why Howe repeatedly stressed 
that "these are complex and difficult 
negotiations; we are still some way 
from an agreement." In view of the 
great similarity of the British aims and 











eral framework but to the task of per- 
suading the Chinese to make such as- 
surances about the administration of 
part of China to a third party. | 

The British argue that detailed 
assurances within an international 
agreement are essential because the 
British Government must persuade 
parliament to ratify the treaty and, 
much more importantly, they are vital 


Parliament and the people of Hong- 
kong would be given a chance to 
examine any draft agreement before 
parliament voted on it, which cannot 
be before well into the third quarter of 
the year. 

Ji also tried to stress the protection 
which foreigners would receive if they 
chose to stay on or come to Hongkong 
after 1997. Having lived there for seven 
years, he said, they would be able to 
vote or stand for election in whatever 
organs of internal autonomy the territ- 
ory had developed by then. Or they 
could leave if they wished. This mir- 
rors the present seven-year clause in 
Hongkong's immigration regulations, 
under which a person not born in 
Hongkong receives "right- to-land" 
status only after that period. 


T: fact that Peking still plans: a vital 
role for Hongkong in China’s econ- 
omy is highlighted by several recent 
policy statements. The three south- 
western Chinese provinces of Yunnan, 
Guizhou and Sichuan, for instance, are 
to be encouraged to pay more attention 
to exporting their product through 
Hongkong and —if port facilities there 
can be improved — Macau.: 
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SEZs of Shenzhe 





| the pe ple of — The. agree- 


ment, once published, will be im- 
mediately. examined under thousands 
of microscopes for anything which 
falls short of water-tight guarantees, 
for sloppy drafting, vagueness or 
loopholes, 

"Ihe agreement must not- only en- 
shrine Peking’s benevolent intentions, 


but must demonstrate to. Hongkong 
that it has been hammered out by both 


parties. It must constitute a detailed 


| plan which cannot easily be unilater- 
| ally overturned by the wording of the 


“mini-constitution” which China will 
introduce for the Special Administra- 
tive Region of. HONOR under its 
Basic Law. 


MB ritain is also arguing that an 
a international treaty establishing 
Hongkong's special status will 
be necessary if Hongkong is to main- 
tain its membership of such interna- 





| tional bodies as the General Agree- 
the Chinese offers, such remarks only | 
make sense if they apply not to the gen- 


ment on Tariffs and Trade and the 


‘Asian Development Bank, if it is to run 


its own global economic links (includ- 


‘ing the preservation of its separate 


quotas in its major markets) and if its 


citizens’ passports are to be interna- 


tionally recognised. 

Behind such arguments lie two un- 
stated facts. First, London wishes to 
negotiate an honourable withdrawal 
which, by offering a fair prospect of 
stability and prosperity, will cleanse it 


The opening of 13 more Chinese 
ports to foreign investment and special 
economic zone (SEZ) status is a sign 
that for all th: 






ad Zhuhai are con- 
sidered to be successes which can help 
teach other former "treaty ports" how 
to update and enlarge their contribu- 





| tion. The sticking point for anyone at 
. the receiving end of such far-reaching 


offers of cooperation is the question of 
guarantees. How can any:government 
today predict or guarantee what its 
successors will do, and how can Britain 


force another contracting party to 


carry out its obligations in a third ter- 
ritory? 

The answer, of course, is nothing, 
other than relying on a country's desire 
to protect its international image. And 
as Deng Xiaoping emphasised to 
Howe, the:future arrangements for 


Hongkong are an integral part of the 


"four modernisations" drive and the 
ambition of quadrupling output and 
raising per capita annual income to 
US$800 by the end of the century. 


shortcomings, the 


having said in a speech: “People sa 


The problem of “decadent” Horg- | 


kong influences on Guangdong pro- 
vince and more distant parts of China 
remains.a difficult one for the Chinese 


kong, Macau and Taiwan is 





Je) (a — of the Nation: 
ity Act offering refuge in Britain 
E citizens | is "ib internation 








































the wodd — China’ S — 
sticking to both the spirit and the lette 
of its treaty obligations (even those à 
the "unequal" treaties which estab 
lished Hongkong and. which 
People's Republic always denounce : 
as invalid), Peking has a less impres: 

sive record of keeping promise 
unilaterally made to its own citi 
zens. : 

The talks so far have thus not b 

negotiations in any usual sense: 


Hongkong) think must be put in pla 
to ensure it will keep on working. 
from the present until 1997 and beyo: 
— despite the trauma of the handov 
The Chinese have listened politely a: 
have taken note. And they have draf 
general understandings which t 
would be willing to include in 
agreement but which the British 
gard as too vaguely worded. Thi 
though progress has been made, t 
negotiators are very far away from ai 
real meeting of minds about the agre 
ment's contents. 

The negotiators are also far fro 
agreement on several specifics. 
cording: to ell-informed sources, 










leadership. Now that — bor 































creasingly worried about Pd. fr 
Guangdong slipping into the Shen 
SEZ and enjoying the relatively 
laxed and money-oriented ea 
there. . 
The fact remains that strict suppr 
sion of cultural influences from Hoi 


highly sensitive political issue in 
king, and a factor in leadership: 
fighting. Most recently the more li 
eral elements closer to Deng have 
gained the upper hand, but the leftist 
push for “purer” socialist culture is 
ways there. 

A big conference on the affairs o 
turned Overseas Chinese has resol 
to improve the treatment of them an 
oppose leftist persecution of them 
account of their overseas connectio: 

Deng has been officially quoted 


that those with foreign connections ài 
complex and unreliable. This is a rea: 
tionary way of talking. We have too 
few, not too many ties with others. It is 


a good th ngt to have many ties! j 


























Ta F a possible. ‘agreement gi ii 
ongkong “responsibility for public 
der in the territory.” The British 
ould dearly like an assurance that the 
A will not garrison Hongkong. 
owever; as'fhey themselves maintain 
ptol 
itory, they are vulnerable to the retort 






















. ina 


vereign nation to accede to another 
tion dictating how it should dispose 
dts own forces within its own.fron- 
ars, they are asking China to grant 
-post-1997 Hongkong much more au- 
tonomy than it enjoyed as a British col- 
ny. 

Another very tricky point is the mat- 
r of civil servants’ pensions. Hitherto 
y have been funded out of govern- 
ent revenues and, if the morale of the 
eaucracy is to be preserved, it is felt 
t post-1997 pension payments 
ould be guaranteed. The best 
arantee would be the establishment 
























ee 


1 can offshore pension hind which 
ould not only be expensive but 


ve could cause infinitely more dam- 
|. to confidence than the Jardine 








it appears, the Chinese have been unre- 
sponsive, arguing that this is not their 
problem and is for Britain and | Hornig: 
kong 1o solve.. ; he Bera D 





Bhe British have failed - to con- 
«vince Peking of what Howe called 
“the very high degree of au- 
nomy in the management and con- 
uct of [Hongkong's] own affairs." In- 

réstingly, China has suggested that a 
int Sino-British commission should 
set up, which would sit in Hongkong 
1d London, with the object of educat- 
g the Chinese in the way Hongkong 











dá. ile the. ‘British : 


¥000 British troops in the ter- - 


nat they are not only asking a | 


ught with political dangers. Such a - 


l-out, and could well be denounced © 
by Peking as an act of bad faith. So far, 


perates constitutionally and legally, 
din particular how it runs its exter- | 






will t take Peking at jts ow | 

| begin. the process of creating a “Hong- - 
| kong run by Hongkong people". with 
E the aim of handing over a locally gov- 
| 





erned going concern in 1997 with no 


vacuum left by the departing expat- | 
its spirit. 


riates for Peking to fill. The proposal is 
to beef up the elected district councils 
which would then elect the Legislative 
Council, which would elect the E 

tive Council which would i in turn n elect 
the governor. 

Howe confirmed what. everyone al- 
ready knew: that the British have con- 
ceded sovereignty. "It would not be 
realistic," he said flatly, “to think of an 






















































agreement that Diovideé for contin ued 
British administration in H 
after 1997." Most interestingly he did 
not stress, as has been the habit in the 
past, that the willingness to give up 
sovereignty is conditional on the two 
sides reaching a satisfactory agree- 
ment — as British Prime Minister Mar- 
garet Thatcher made clearin her letter 
of March 1983 to Chinese Premier 
. Zhao Ziyang (REVIEW, 7 July 83). 

. Neither did Howe mention London's 
equally. conditional admission that, 
| with sovereignty, the’ Chinese would 
resume responsibility for the adminis- 
tration of Hongkong. There can be only | 

two possible explanations for these 

omissions: either the British have been | 








































and the administration will return to 
the Chinese in 1997 whatever London 
says, or that the British have dropped 

their insistence on the co nditionalit 










: ia better agreem nt 


Thatcher w was ron to adopta legális- 
| tic stance on the treaties, it is mistaken 


tight agreement, a process which helps 
| — at: 


forced to admit that both sovereignty | 










to attempt to draft a detailed, water- 






| “lack sincerity.” 
Detailed. negotiations. are all very well, 


British negotiators 


|. but what matters is the final: únder- 


standing. If that is achieved, past ex- 
perience shows that Peking has not 


only always stuck to the letter of any 


agreement, but more importantly, to 


® uch tactics would involve a leap 

b of faith into the dark which many 
of the Hongkong Government's 
closest advisers are not ready to make. 
They argue that they are not question- 





ing the intentions of the men who rule 


in Peking today; they are trying to 
push for an agreement which will be 
binding on the men who will rule in 13 


years' time and thereafter. 


China is doing its best to convince 
Hongkong of its benevolent intentions. 
In addition to the assurances given to 
Hongkong representatives, China's - 
Hongkong and Macau Affairs Office 
promised that, while China will take 
over responsibility for Hongkong's de- 
fence, this would be at no cost to Hong- 
kohg taxpayers, who would be exempt 
from the call-up for service with the 
PLA. Hongkong would have its own 
budget, and China would collect no tax 


revenues from the territory. Countries... 


with which China has no diplomatic 
relations, such as Indonesia, South 
Korea and Israel, could maintain dip- 
lomatic missions in Hongkong. Pro- 
mises about the freedom of the press 
were also made, subject to certain pro- 
visos : about scandalous Or obscene 
matter. 

Such assurances are coming thick 
and fast these days. They are meant to 
be comforting, and they are — - though 
the promises of freedom also serve as 
reminders that the parameters of such 
freedoms will be decided in Peking, 
unless they are guaranteed. There is no 
doubt that they would be infinitely 
more encouraging if incorporated in a 


| joint Sino-British agreement. 


The British are between the Scylla ot 
risking a failure in the negotiations by 


pushing fora detailed pact. acceptable 
to both Hongkong and Westminster 


and the Charybdis of being accused of 
a a “sellout, a Howe s implied admission 
tiohs which it once. ‘attached to the 
handing over of sovereignty, and ad- 
ministration indicates — hardly sur- 
prisingly — that London is more ready 
to trust the word of PRA than is the 
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al Malaysian politician | 























her than Finance Minister Tunku 
g to unseat Deputy Prime Minister 


2 spot. 

Most political pundits have been 
ecasting that at the crucial triennial 
ano elections on 25 May, Prime 
nister Datuk Seri Mahathir 
amad would not only be returned 
party president — a post which 
tees the prime ministership — 
that Musa would probably over- 


he defeated for the deputy party 
idency three years ago. | 

a Razaleigh-Harun coalition, as 
{lined by Harun in an interview with 
REVIEW on 23 April, adds a new ele- 

int to the equation. While Harun in- 
'ated that he would challenge Musa, 


e most traumatic and debilitating 


| Malaysian Chinese Association 






itical party — reached the point of 
en rebellion on 21 April. Supporters 
a petition from nearly 1,500 mem- 
's demanding an extraordinary gen- 









ahead with the meeting in defiance 
party leaders. The acting president 
the MCA, Datuk Neo Yee Pan, who 
d earlier labelled the petition a coup 
ttempt to oust the party leadership, 
rned those attending the meeting 














arch, Tan, a successful businessman 
10 is managing director of the MCA- 
ked Multi-Purpose Holdings con- 
merate, was expelled from the party 
ng with 13 other senior MCA figures 








s tő expose an alleged massive fidd 





y Tasker i in Kuala Lumpur . 


ion 4Umno) by indicating that he, 
Razaleigh Hamzah, may make therun- 


Datuk Musa Hitam from the party's 


a challenge from Razaleigh, 


A) — the country's main Chinese 


il meeting eight days later vowed to 


: at = would have to ta Re mer conse- 





an springs a snp 
to chatienge, Musa for Umno’s SECOrE: 


Harun Idris has thrown ng 5s 
Spanner into the wor ks of |. 





"hosts in 1 the machine - 


isis deepens within the MCA leadership battle as 1 500. members 
fiantly opt to stage an extraordinary general meeting 


eadership crisis in the history of | 

















look when Harun added tha Af he were | 
successful. in the election, he would go- 
against party tradition and would. 
dino, cf assume the po of de- 





stands Mahathir 
Razaleigh, ccording to to Harun, feels 


| yes of. a par the p | 
‚cation with the prime minister, who 











oes Musa’ S identifi- 


t | has indicated he wot ld lik 







— — t 
to choose his dus 


— by t the e Doris) S anb and file. | 
And Harun's game plan became clear 
when he said: “Personally, I would like 
to see Razaleigh as deputy prime 
minister." . 

Later in the interview, Harun made 
the point even more succinctly when » 
commented that. if Razaleigh, 
member of the Malay royalty in the 





































the number of party members b 
the acting gira by conj 
thousands of phantom" © 1 
throughout the country. 

While the power struggl 
ously has ‘undermined uni 
ranks of a party which is the 
partner of the dominant 
Malays National Organisatis 
in the ruling National Front 
it has more fundamental i 
threatening the delicate po: 
ance between Malaysia’: 
Malay and substantial. 
Chinese communities. |. 

The Chinese have — 


the MCA but generally are p — to | 
vee this ; as — as ther — ————— 


J — by ihe leady thei interest of : 


no confidence in Neo's leadership, 
with a constant flow of resig ations » 





from top party posts and suspensions | 
of branches over the past weeks, Neo | 


| SEDAN to be — short of this man- $ 
Neo. The Tan faction had been try- | d i 


tigated nn Neo's suppor swell. preach üg 


Ts : He arun is now considered t 


| was during the 1960s and ea 


ity | match such a political force by 
his considerable powers as” party 
| leader. And this apparently, is worry- ` 
| ing Umno leaders .who, while now 
preoccupied with their party's im- 
pending 25 May annual assembly, have 
ye | made it known that they preferto have - 
. Neo remain as the main Chinese repre-_ 
‘sentative in the ruling hierarchy: than 
accept a maverick such às Tan who has « 
ns | drummed. 
hs | among the Chinese. 


an e de meeti ng 








present set-up: 


— particularly after receiving. Tu sik- 
year jail sentence in 1978 for corrup- 


| tion, forgery and bribery, which ended 


after he was extended remission in 
1981 followed by a full pardon from 
the king a year later. But, as he told the ` 
REVIEW: “Even if [my challenge] fails, 


^| at least it will show that I tried to do 


something about. it." By “it” Harun 





community as a cornerstone of his 
campaign to secure the leadership. 
While this is standard fare for anyone 
in the MCA with ambitions to make it 
to the top, Tan has one more potential 


| political advantage — money. Asa res- 
| pected’ businessman with influential 


links among the cream of the Chinese 


business community, Tan could have 


access to ample funds to press his 


| 3 | : c ampaign should he wish. 


. Economic benefits are always the 
bottom-line consideration in the 


din; . Malaysian-Chinese political world. So 
ited | while this factor can win Tan support - 
| not only within the party. but 


at a more grassroots level among 


a Malaysia’ s 4,000 Chinese guilds and 
“associations — Neo, a physics lecturer 


until he entered. politics, can only 
y using 





up great. expectations 


The attitude of the MCA leadership 
towards the Tan campaign’s. move for 


ay under dk e “tN M: 


Harun, in the interview, enlarged on 
his own unhappiness about the current 
leadership which, he claimed, was 
changing the nature of Umno politics. 
"I am not that ambitious — my main 
worry is what is happening in Umno 
now," he said, describing a style of 
threats, intimidation and proxy fight- 
ing which he claimed had filtered 
down party ranks to the village level. 
"If there is a part for me to play, it is at 
the party [rather than government] 
level.” 

Becoming more personal in his criti- 
cism of the leadership, Harun con- 
tinued: “Even at the party level, there 
is this strong undercurrent of feeling 
that it is a one-man show — to be 
frank, I am not too happy as things are 
now." He singled out both Mahathir 
and Musa individually for censure: “I 
think [Mahathir] will be a dictator be- 
cause most of the things he has im- 
plemented have never been brought to 
the party, with no discussion in the po- 
litical committee, let alone the Sup- 
reme Council." 

He accused Mahathir of launching 
such major projects as the Malaysian 
car and a plan to increase the country's 
population from its current 14 million 
to 70 million by 2100 without consult- 
ing the party. On Musa, Harun com- 
mented: "Musa intrigues too much," 


voter issue — surprised no one. 

The meeting puts the government on 
the spot: Home Ministry refusal to 
issue a police permit for the meeting — 
Malaysia has strict laws controlling 
public gathering — could be construed 
as a somewhat crude intervention by 
the Malay leadership in Neo's favour. 

On the other hand, if the authorities 
allow the gathering to take place 
(Tan's legal adviser said on 23 April, 
that the Kuala Lumpur police chief 
had given “a verbal go-ahead” to the 
meeting), Neo's last clear chance for 
having the party's annual assembly in 
July. will almost certainly vanish, 
along with his hopes of becoming pre- 
sident. 

If, as Tan's faction claims, Neo's 
electoral chances depend on “phantom 
members" and on the removal of more 
than 70 party branches comprised of 
Tan's supporters, a pro-Tan extra- 
ordinary meeting will probably purge 
party lists and call for re-instatement 
of suspended members. 


S: far, the only visible expression of 
concern over the MCA's woes by the 
government's Malay leadership has 
come from Deputy Prime Minister 
Datuk Musa Hitam (REVIEW, 12 Apr.). 
In a speech, he described “some ele- 
ments" (generally presumed to be 
Tan's faction) as "using race to pro- 
voke racial feelings and create nega- 
tive attitudes.” 
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Meise of Mahathir and Musa. 








adding that the deputy prime minister 
spent a great deal of time politicking at 
party division level. 

Then Harun attacked the Mahathir- 
Musa leadership jointly for its “pair- 


ing-up” style. “I feel it is not right for 
Mahathir to pair up with Musa,” add- 
ing that it should be left to Umno dele- 
gates to choose Mahathir's deputy, 
rather than the prime minister indicat- 
ing strongly that it should be an un- 
challenged joint leadership. Mahathir 
suggested in his speech at last year’s 
party assembly that Musa should not 





Tan's group reacted defensively to 
the attack. Tan told the REVIEW that 
while Musa's comments “have not in- 
hibited my people," he had gone to 
some length to assure the government 
that "we are not anti-national. We 
support the prime minister and the 
spirit of the National Front govern- 
ment." However, sources say there 
may be some substance to Musa's other 
claim that Tan's clan included some 
known leftists, and Tan himself told the 
REVIEW that several of his supporters 
had been active with the Socialist 
Front during the 1960s. 

While Musa has given a clear indica- 
tion that the government still favours 
Neo as its main Chinese partner, Prime 
Minister Datuk Seri Mahathir 
Mohamad is believed to have been irri- 
tated by the continuing power struggle 
— he has already lost two deputy 
ministers from his cabinet, Tan sup- 
porters Ling Liong Sik (former deputy 
finance minister) and Lee Kim Sai (a 
former minister in the Prime Minister's 
Department), both expelled by Neo on 
19 March. 

Mahathir's government has been 
troubled by a number of political is- 
sues over the past eight months, start- 
ing with last year’s constitutional 
amendments struggle with Malaysia's 
state rulers, and he wants to “get on 
with the job” once both the Umno and 
MCA elections are over, 

The trouble is that the one com- 






1 Senec — RIT 
| speeches recently. But it. 

E ection scheme works, he win 
undoubtedly be vulnerable to charges ` À 
that he is similarly "pairing up" with « — 
Razaleigh. | 

Harun's criticióm of Mahathir's 5 _ 
leadership, however sincere, is doubly 
interesting because it was he, as tha * 
leader of the powerful youth. moves, 
ment, who was directly responsible for * 
Mahathir being allowed back into the, s | 
party in early 1972, after having been ., — 
expelled as a radical by former prime , E S 
minister Tunku Abdul Rahman three 
years’ earlier, 

“I thought he was unjustly kicked., 
out,” Harun commented. Ten years,. 
later, Mahathir as prime minister re- 
commended that the king pardon 
Harun in 1982. Asked if this did not . 
constitute a favour which might be ex- . - 
pected to limit any designs he had to . 
rock the Umno boat, Harun replied ` 
with a question: "Who got most politi- _ 
cal gain [from the pardon], I ask you? . 
Not me." That was a clear implication . 
that Mahathir gained more than Harun 
from the move to restore a still- 
respected Umno warlord's integrity. 
Although Harun's plan is very much à 

amble — given widespread support 
or the Mahathir-Musa leadership —_ 
the coming Umno assembly could con- , 
ceivably make the prime minister re- | 
gret his former act of benevolence. 








promise formula that stood any chance ^ 
of successfully mending the party rift” 
has failed: after two weeks of continu- 1 
ous talks with both sides, former MCA. 
president Datuk Lee San Choon (who. 
handed over the leadership to Neo in 
March 1983) announced on 23 April;* 
that he had given up his mediation ef- ' 
forts, despite having come very close + 
to success in mid-April. Lee laid re- : 
sponsibility for the failure squarely at. - 
Neo's feet, a 

Lee designed his mediation to . 
counter a crisis in which both conten-. : 
ders have invested too much Chinese . 
"face." He offered to stand in as in⸗ 
terim party president to allow tempers _. 
to cool while expelled or suspended 
members slowly were reinstated. Lee's : 
solution would have meant postponing , 
the party assembly to the end of the .. 
year — “probably October or Novem-*, — 
ber," according to one well-placed: 
source. 

Sources in both camps said Lee's ,: 
formula had some merit: Tan's faction 
could have gained immediate satisfac- 
tion from Neo's removal as. acting 
leader, while the latter could have pro- 
fited by delaying the party elections. - 
By late April, Tan's supporters had: 
begun to acknowledge a “perceptible . 
weakening of momentum” after the in- 
itial uproar following the 19 March ex- .: 
pulsions, and a variety of independent 
sources suggest that, with every pass- 
ing day, the weight of the party -/ 
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reir views heard.” Lien Vit short 
| f outright endorsement. of Tan, how- 
| noy d n that “ — eme — 





— à pot ida saying tha. 


forts have failed, they could not accept 
he "so-called compromise formula." 


an extraordinary meeting should not 
be held because “the validity and cre- 
dibility of the peonon were question- 
able.” 


Beanwhile, the party upheaval has 
Kcontinued to take its toll among 
enior MCA cadres. On 17 April, party 
rganising secretary and deputy sec- 
tary-general Datuk Loh Fook Yen 
esigned from his posts saying he was 
terly disgusted” over Neo's dismis- 
al of party veteran Datuk Tan Peng 
Khoon from the central committee. 
he following day, Datuk Choo Ching 
wa quit as party treasurer. Six 
conomic advisers from the MCA’s re- 
earch advisory group, known as Sed- 
era, resigned on 21 April, accusing the 
current leadership of indifference to 
w economic policies to advance 
hinese interests. 
One of the departing economic ad- 
isers, University of Malaya economist 
aul Chan, said the MCA now has Ex : 
rong and sound economic policy," 
scusation that reflects the view of 
any party members that Neo's 
'adership has been silent on too many 
ues, such as the planning directions 
pounded in the government's latest 
“view of its economic development 
lans (REVIEW, 23 Feb.). 
Elsewhere, the struggle at the top 
is reflected in often angry branch 
ps rud in which Neo's leadership 
ame in for some severe criticism. Even 
in Johor — Neo's home state — a large 
branch voted for constitutional 
amendments after Neo had named two 
more supporters to the party's central 
ommittee. How long the party turmoil 
will continue is anyone's guess, but 
e diplomatic sources predict that if 
the July assembly goes ahead without 
; major disruption by an extra- 
inary meeting beforehand, the air 
l have to clear by the end of May. By 
ien, the Umno leadership will have 
passed through its assembly. and elec- 
tions and Mahathir — presumably 
confirmed as party president, and thus 
prime minister — will be drawing up 
. bis new cabinet, including up to four 
-ministers from the MCA. 
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They also reiterated their belief that | 


— JAMES CLAD and RODNEY TASKER | 


the net this year is as small : 


the border, — also because of the ef- 



































































sistance enclaves along the Thai-Cam- 
bodian border. ' "They are small fish, so 
] as last 
year," he.told journalists gat ered in 
Hanoi on. 19 April.as the Viet 
communists prepared to celébrate the 
30th anniversary of the epic battle of 
Dien Bien Phu. 

The siege of the headquarters of the 
Khmer People's National Liberation 
Front (KPNLF) at Amphil bears little 
resemblance to the battle that ended 
French colonial rule in Indochina, but 
for resistance fighters in the camp's 
embattled defences there was a lot of 
the same symbolism. "We aretrying to 
prevent a psychological ~blow,” 
explained KPNLF spokesman: Abdul 
Gaffer Peang Meth. "But we are not 
going to fight to the last man.” 

By 24 April, it appeared they would 
not have to. After holding out for seven 
days in the face of sometimes heavy 
shelling, and what were described as 

"waves" of infantry assaults, three 
battalions of KPNLF guerillas mount- 
ed a counter-attack to win back 
partial control of a small lake 4 kms 
east of Amphil which they lost in the 






initial Vietnamese thrust on 15 April. 


The resistance claimed to have caused 
up to 500 Vietnamese casualties in the 
fighting, and they put their own losses 
at 30 or 40, with another 100 wounded. 

Monsoon rains have already begun 
falling in western Cambodia and mili- 
tary experts say the Vietnamese may 
soon have to break off the siege or risk 
a disruption of their supply lines. If 
that becomes the case, it will allow the 
KPNLF to claim a morale-boosting 
victory and also answer. critics who 
have often expressed doubts over the 
front's fighting abilities. 

On the southern stretch of the Bor: 
der, fighting was still going on around 
the Khmer Rouge stronghold of Phnom 
Milai and also in the area of the 
KPNLF's Sok Sann encampment, 
which was evacuated more than a 
week ago. Resistance sources said vet- 
eran KPNLF southern commander Col 
Prom Vith had split his force into small 


groups to carry out guerilla-style 
‘harassing attacks against. Vietnamese 


troops. 


The battle for Amphil attracted the 


most attention; not only because of its 
relative visibility from the Thai side of 












trorisingt in his icti ence sto the scale of 
current Vietnamese attacks against re- 


serious doubts about wha Chinese - 
motives really are in [ 


KPNLF troops and pivilbuis With the 
Vietnamese failing to drive home the 
advantage after: initial gains on the 
first morning of fighting, 52-year-old 


field commander Maj.-Gen. Dien Del 


went a long way towards proving — as 
he has always maintained — that Am- 
phil's carefully thought-out mainline 
defences, with their interlocking fields 
of fire, would hold. against all but an 
armoured assault. The Vietnamese 
have been reluctant to use tanks. 


ien Del, who effectively formed the 

KPNLF from a collection of scat- 
tered factions in 1979, is no stranger to 
siege situations. AS commander of the 
former republican army's 2nd Divi- 
sion, he held off fierce communist at- 
tacks on Phnom Penh's southern 
perimeter for several months prior to 
the United States bombing halt in Au- 
gust 1973. And two years later, he 
watched his 8-9,000-strong force whit- 
tled down to only 12 able-bodied men 
in the final three-month-long Khmer 
Rouge assault on the capital. 

He, along with then Cambodian 
army commander Gen. Sak Sutsakhan 
and special forces chief Maj.-Gen. 
Thach Reng, fled Cambodia in the 
same helicopter on the day of surren- 
der. Sak is now the KPNLF military 
commander and Thach has been re- 
sponsible for turning the 10,000-man 
resistance army into an effective offen- 
sive force which now carries out opera- 
tions deep inside Cambodia. = 

Resistance penetration into the 
countryside and the publicity it has re- 
ceived clearly spurred the Vietnamese 
into action. Although Nguyen Co 
Thach described the attacks on the 
border enclaves as a "routine police 
operation," he noted during his talk 
with journalists in Hanoi how Asean 
and the Western press had hailed a 
spate of Khmer Rouge and other resist- 
ance raids into the interior in the past 
few months. "Next time," he declared, 
"they will be careful not to make too 
much noise about their victories." 

Amphil could. turn that statement 
into an embarrassment and almost cer- 
tainly will strengthen the KPNLF's 
case for a more reliable arms supply 
from the Chinese. Peking has promised 
all along.that if the non-communist re- 
sistance proves its mettle in battle the 
delivery of weapons and ammunition 
will be stepped up. At this point it has- 
yet to come through with that pledge, 
and any more foot-dragging will raise 
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First Class? No, Economy. 


It's simple. Book yourself on SAS First 
Business Class. 

We seat you in a spacious, restful cabin 
instead of behind a curtain. 

You can relax in a next-to-First Class 
chair instead of a Tourist Class seat. 


In our 7475s, there are only 8 seats 
abreast. In our DC-10s, just 7. 

You get 38 inches of legroom instead o 
34 inches. 

You dine on china instead of plastic. 

You drink from a real glass instead of a 
plastic cup. 

You're provided with electronic head- 


phones instead of those old acoustic ones. 

You get everything except a surcharge. 
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It's no big surprise that our First Busi- 
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ine world — The 1983 Airline of The Year 
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For centuries man has struggled to master his environment. 
And no feature of it has been so dramatically conquered as distance. 
Man’s main weapon in the conquest of the space between his neigh- 
bour and himself has been the telephone. 


Today, it carries our voices instantaneously and effortlessly to 
the ends of the earth. 


Formostpeople, itis hard to imagine life without the telephone. 
Yet for many, in remote parts of developing lands, the arrival of the 
telephone brings a new sense of family unity, security, of opportunity 
and a new sense of belonging. 


Few organisations have doneas much to bring communications 
to the world as Ericsson. 


Today, Ericsson supply the world’s most successful public tele- 
communications system. The Ericsson AXE system, first intro- 
duced in 1977, has been adopted by 70 telephone administrations in 
49 countries including Korea, Hong Kong, China, Thailand, 
Malaysia, Indonesia and Australia. Eight million subscriber lines are 
already installed or are on order. 


Yet Ericsson supply much more than telephones. We also 
manufacture and supply PABX systems, computers, radio tele- 
phones, VHF radio, telemetry, alarms, as well as satellite equipment 
and communications for defense. 


Many of these systems can be integrated into a single inter- 
active communications system. 


Theseinter-activesystemsare the keys to theglobal exchange of 
information and services which will enable people to access data 
banks, and business or government services anywhere in the world. 


These are the opportunities that progress 
presents with Ericsson. P 


INTER-ACTION 
AT COMMUNICASIA 84 


Visit Ericsson's Inter-Action stand at Communicasia '84 in Singapore, 
May 23 to May 26. For your exhibition information pack write to the address 
below or contact your nearest Ericsson office. 


ERICSSON Z 


Telefonaktiebolaget LM Ericsson S-126 25 Stockholm Sweden 
Offices in: Australia Hong Kong Jakarta Seoul Malaysia New Zealand Manila Singapore Taiwan Thailand 
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D Twenty years ago, we accomplished a 


sensational first in international aviation ... PIA's 
trail-blazing commercial air-link with the 
People’s Republic of China. 


Many others have followed since. But the passage 
of time notwithstanding, PIA remains the first 
choice to Beijing even today. Not only with its 
express, non-stop flights but also with the warm, 
friendly reception they get in China. The best even 
today 


The pioneering link established two decades ago 
has revolutionised the world scene in a qualitative 
sense. And paved the way to greater 
understanding and mutual respect between China 
and the rest of the world 


Get to know the pioneers who helped bring the 
world closer to the People’s Republic of China. 
Fly Pakistan International 


PIA'S CHINA SERVICE 1964-84 


Pakistan International 
Great people to fly with 





















.* AS we never hesitate t 
other journals' lapses in these col- 
umns (always with affectionate 


amusement and never with spite, of- 


course), we cannot complain if a de- 
luge of corrections arrives whenever 
the REVIEW itself nods. Such was the 
case with our 29 March cover which 
illustrated Michael Specter's feature 
Jakarta Jam with an aerial view of 
that city — which was unfortunately 
reversed. Apart from the letter we 
printed (5 April) dozens of other 
communications, including half a 
dozen telexes, took us to task. 

Some patiently explained our error 
("The front-most high building has 
the name 'The Mandarin' printed 
backwards" Ed Zoelverdi 
Jakarta). Some were puzzled (“Was 
the inversion deliberate?" — Girish 
Dhume of New Delhi). Some were in- 
credulous (^Alas, Hotel Indonesia 
which was once and has always been 
on the west side of Jalan Thamrin has 
now physically ‘moved’ across the 
road: seeing is not necessarily believ- 
ing" 
donesia’s London 


ee 


embassy, and, 


“Maybe the buildings walked across | 
the boulevard by themselves" — Ih- 
droyono Soesilo, a resident. of Towa 


City). 


Some were ironic (“I am not sure. 


whether Michael Specter got his facts 


back to front, but your cover photo 







was. With that picture. showing: 


the traffic driving on the wrong side. 


of the road, it is little wonder Jak 
. has major jams” 
London). 


— Tony Kahan 
Some were reproach 


(“Jalan Thamrin is only that empty o f 


traffic on Sunday morning and give 
no concept of how really jammed it 
usually is... As for the wrong-way 
round cover, an amazing error fo 





such a prestigious journal" — the lib- 


point to 


of 


— Samsubahri Suiregar of In- . 


d 













rarian of the Australian Cultural 


mercial (^We have to peer through a 


cigarette ad to see everything in its 


right place... Quite a booster for the 
advertiser! " K. Nurtanio of | 
Jakarta). 


Some were sarcastic ("Definitely 
your turn to eat humble pie this 
week!” — Christopher Andrews of 
Jakarta) and some humorous 
(“Please supply mirror to cross-eyed 
readers" — John Steward of Austra- 
lia). And a couple zeroed in on the 
fact that the photograph was credited 
to Nu-Age (which was not to blame). 
Jan Jonker wrote from Paris: "What 
would Juwono Sudarsono [Indone- 
sian pro-New-World-Information- 
Order author of the 1 March 
5TH COLUMN] think of this bit of 
‘news’ in the foreign media? And, as 
one of my French colleagues: re- 
marked, ‘Wasn't the photographer un 
peu dans les Nu-Ages? Let us ho 


the town into a Wonderland:”: 





that the article was first-class. 


€ GAZING dispiritedly at the Hong- - 


kong stock exchange's bearish reac- 
tion to the pronouncements about the 
future by Britain's Foreign Secretary 
Sir Geoffrey Howe, I reflected that at 
least one incident should have given 
him a vivid insight into the sort of 
prosperity the people of Hongkong 
are anxious to preserve. 

Determined that Howe should be 
able to boast, after a visit originally 
scheduled to last only two-and-a- 
half days (the Libyan Embassy affair 
in London kept him longer, as he had 
to remain on the end of a safe com- 
munications line to London), that he 
had “met the people," the Hongkong 
authorities had arranged some time 
ago that Howe should drop in on a 
worker. A street hawker who lives in 
one of the government low-cost hous- 
ing estates was selected and primed. 
But when Howe arrived, he found 


| only a few of the family's seven kids 
at home: the parents had forgotten 
about their distinguished visitor and 
had gone off on holiday — to Japan. 

€ CHINA'S continuing campaign to 
. Woo selected members of Hongkong's 
society is very effective. Those chosen 
leave for Peking where they are flat- 


tered to be told that they are just the. 


- Sort of people China will berelying on 
a | post-1997 to help run Hongkong. 


ey are further flattered by various 


j| promises and assurances about the | 
arrangements China proposes. 





They return to Hongkong, inflated 


.egos all ready to be further swollen by 
the reporters who ask them eagerly 
| for news. This they usually divulge, 
| like Moses delivering the Ten Com- 
mandments having descended from 
Centre in Jakarta); and some com- 1 


the peak of Mount Sinai, often pro- 
fessing themselves confident of the 
post-1997 future and greatly im- 
pressed with China's sincerity. 
Most recently, however, a group of | 
“politicians” outdid the “intellectual 
workers.” A 14-strong delegation, 


made up of members of the (largely 






elected) Urban Council (Urbco) and . 
the district boards, spent the Easter | 


weekend in Peking, chatting to Ji 
Pengfei, head of the Hongkong- 
Macau office, and other senior offi- 
cials. Not wanting to be seen as an of- 
ficial delegation, they travelled 
under the label of shehui huodongjia 
or "social activists." 

. Returning to Hongkong, they were 
duly approached by reporters. Some 
members started talking — interest- 
ingly about China taking responsibil- 
ity for Hongkong's defence but not 
charging the taxpayers (page 14) 
though they. did. not broach rme vital 


the Looking Glass and turn | 









would be stationed in Hongkong 
^. | Then some of the group objected, 1 
Anyway, nearly all of them agreed | 


 givenlast year to a bunch of students) 


Derek 






estion of whether Chinese troop 
















by the usually outspoken. scourge of: 
government, Urban Councillor Elsi 
Elliot. | 
Reportedly, she argued that their 
Peking discussions should be kept. 
secret, and was quoted as saying that 
"a promise is a promise" and arguing 
that, if they talked, Chinese officials: 
“won't trust us the next time." This- 
from a lady who has stood up for the: 
rights of Hongkong people to decide: 
their future and to be informed about 
the talks deciding it, and who res: 
| cently attacked the secrecy with 
which the government set about es 
tablishing a regional council in the. 
New Territories instead of enlarging 
Urbeo. | 
Other members of the group were 
even more insulting to the Hongkong 
people: they claimed they did not. 
know what went on.in the Peking: 
chats because they knew neither: 
Cantonese nor Mandarin. | 
Later other members of the group 
gave more details, but Elsie Elliot re- 
mained silent: Since the draft pro- 
posals on the 1997 issue had not yet. 
been finalised, this was not the ap- 
propriate time. to release them, she: 
claimed. That's nice: an urban coun- 
cillor wants to limit discussion on 
China's plans until they are 
“finalised.” Apparently she seriously 
believes Chinese officials expected 14. 
politicians to keep their briefing con- : 
fidential. 
e PEKING 5 habit of releasing its 
| plans for Hongkong in bits and pieces 
via the most unlikely messengers (the 
basic 10-point proposal was first 






















































is most peculiar, Either it is designed 
to create maximum confusion while 
buttering up those favoured with 
such tit-bits or it reflects a genuine 
desire to give ever more reassurances 
just as soon as China's policymakers 
reach decisions. Take your pick. 

€ AN anonymous reader, reflecting - 
the inevitability of Howe's handing - 
over of sovereignty, has penned a. 
Prayer for Hongkong: : 


Our father who art in Peking 
Xiaoping be thy name. 
United Kingdom gone 
Thy will be done on Youde as it is 
in China 
Give us each day our daily bet 
And forgive us our filthy riches, 
As we forgive them that speculate 
against us. 
Lead us not into communism 
But deliver us from gweilos; 
For thine is the sovereignty, 
The administration and the 
territory. 


For ever and ever. OE. 
Te: | Amen. 





HUMAN RIGHTS 





The torture catalogue 





Amnesty International names 16 Asian countries from 
which it has reports of official abuse of prisoners 


By James Bartholomew in London 
gruesome picture of torture in Asia 
is painted in a new report by the 

London-based human-rights organisa- 

tion, Amnesty International, which in- 

cludes particularly unpleasant ac- 
counts from Afghanistan, Indonesia, 
the Philippines and the Subcontinent. 

Amnesty, in a worldwide review, has 
described disturbing examples from 
all these countries, though the group 
refuses to draw up a "blacklist" of of- 
fending nations. It argues that a 
blacklist would imply a "whitelist" 
which Amnesty could not guarantee. 
Other countries in Asia covered only 
briefly in Amnesty's report or com- 
pletely omitted could well have worse 
records than those mentioned, it points 
out, and might merely have succeeded 
in keeping their activities secret. 

According to Amnesty, torture of 
varying severity takes place in at least 
16 Asian countries, and is usually at its 
worst in those countries where there 
are armed insurgencies. But in some 
cases torture seems to be part of the op- 
pression of minority racial or religious 
groups or merely lack of control and 
discipline in the police or army. The 
only country which receives praise in 
the report for taking action to guaran- 
tee greater security for prisoners from 
abuse is Taiwan. 

The torture described by Amnesty in 
Afghanistan 1s so widespread, it says, 
that it amounts to a reign of terror. The 
Khad, or state information police, is 
alleged to use torture in eight interro- 
gation centres in Kabul alone. De- 
tainees have testified to beatings and 
electric shocks administered either 
with electric batons or with elec- 
trodes wired to a telephone 

In two cases, fingernails were al- 
legedly ripped off. Some detainees are 
said.to have died under torture, while 
„Others have been left permanently deaf 
and mute. Some are said to have been 
tortured without any evidence against 
them but merely for having relatives in 
the West. Arrests are "for the most 
part" without a warrant. 

On Indonesia, Amnesty says it has 
"persistent reports of torture . of 
people arrested on suspicion of belong- 
ing to groups opposed to the govern- 
ment." Fundamentalist Muslims con- 
stitute one such group, and have been 
treated with great brutality, according 
to Amnesty. There have been reports 
from Central Java of matches being in- 
serted under fingernails and lit, of de- 
tainees being put in a cell, tied up and 
left without food for two days, of inter- 
rogations. performed with a pistol 


aimed at the head and of prisoners 
being nearly drowned. 

Meanwhile, suspected supporters of 
the Fretilin guerillas in East Timor — 
who oppose the area's inclusion in In- 
donesia — have also reportedly been 
tortured. According to Amnesty, “a 
secret Indonesian military document 
issued in July 1982 contains 
guidelines on the interrogation of cap- 
tives which clearly condone the use of 
torture and death threats. " 

Indonesia made moves to offer 
greater protection to non-political 
prisoners with a new criminal proce- 
dure code in 1981, but Amnesty com- 
ments that it knows of no prosecutions 
brought against police officers for vio- 








sive array ot t legal — But Am- 
nesty appears sceptical on the enforce- 
ment of these safeguards. 

It says it knows of no case since 1980 
in which armed forces personnel have 
been convicted of offences related to a 
complaint of torture, while it claims 
knowledge of several instances in 
which military personnel persistently 
accused of torture were promoted, 
even after receiving administrative 
reprimands 

" Alleged suspects are commonly ab- 
ducted without warrant and detained 
incommunicado and in violation of 
other safeguards," the report says, and 
also alleges the use of unauthorised 
and undisclosed “safe houses" where 
torture including beatings, electric 
shocks and sexual abuse has taken 
place. 

An Amnesty mission went to Taiwan 
in 1980, and though the response was 
not all that Amnesty wanted, some 
promising changes followed, it says. In 
1981 a law was promulgated under 
which a plaintiff could claim Ccompen- 
sation for damages by a government 





lations of this code. Nevertheless, new 
codes for police are the sort of im- 
provement which Amnesty seeks 
throughout the world. 


I a 12-point programme Amnesty sug- 
gests how countries with the politi- 
cal will could set about reforms. The 
points start with official condemna- 
tion of torture, go on to specific proce- 
dures such as limits to incommunicado 
detention and finish with accepting in- 
ternational safeguards against torture. 
Many Asian nations have condemned 
torture at the highest level but have not 
put their words into action, it points 
out. 

The Philippinesis one country where 
the effect of official safeguards seems 
to have been limited. Government offi- 
cials have made denials of torture in 








employee. In | 1982, the c 'ode of criminal 
procedure was amended to allow sus- 
pects in custody to retain a defence 
lawyer immediately after arrest. 

This sort of change is regarded as 
particularly important by Amnesty be- 


cause most torture takes place im- 
mediately after arrest, it says. Later in 
1982, and for the first time in Taiwan, 
according to Amnesty's information, 
some government officials were con- 
victed of ill-treatment of suspects. 
While there have been signs of 1m- 
provement in Taiwan, the trend in 
Pakistan has been in the other direc- 
tion, according to the report. Amnesty 
says constitutional changes intro- 
duced in March 1981 have resulted in 
political prisoners losing their right to 
habeas corpus and the judiciary may 
no longer examine the actions of the 
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ane to Ferns Methods 

have allegedly included hanging pri- 
soners from the ceiling, sometimes up- 
side down, for hours at a time while 
beating them, burning the body with 
cigarettes and placing the prisoner on 


a wooden bench fitted with wooden . 


rollers which are forced over the upper 
legs, according to the report. 

In India, Amnesty reports, "the 
deaths of dozens of victims held in 
police custody." Torture is reportedly 
commonly used on ordinary criminals, 
especially those from the poorer sec- 
tors of Indian society. Unlike most tor- 
ture in Asia, torture in India receives - 
considerable attention in the press. 
While this is doubtless a tribute to the 
bravery of the editors and journalists 
concerned, it is a reminder that Am- 
nesty is bound to have fuller informa- | 
tion on societies where the press i& re- | 
latively free compared with some other | 
parts of Asia, it says. 

But public attention and concern 
have a long way to go in stopping tor- 
ture in India, the report says, recalling 
the notorious case of 36 suspected cri- 
minals blinded by policemen. Al- 
though 15 responsible officers were 
suspended, most of them were later re- | 
instated while some were reported to 
have even been promoted. 


n Bangladesh, Amnesty says, there. 


have been fresh reports of torture since 


the arrest of opposition leaders and | 


students in February 1983. Meanwhile, 
there have also been more general re- 
ports of army brutality in the remote 
Chittagong Hill Tracts where tribes- 
people allege widespread detention 
without trial, sometimes in holes dug 
in the ground covered with bamboo. 


These latter claims, however, have 


been difficult to 
mnesty report. 


verify . Says "the 





In Sri Lanka, the main purpose of. 
torture seems to have been to obtain - 
information or confessions from those | 
suspected of having knowledge about 


Tamil extremist groups. But allega- 
tions of torture also apply to ordinary 


criminals, especially those who. are 


Sinhalese, Amnesty says. 

Other Asian countries mentions in 
the report are South Korea, China, 
Laos, Malaysia, Nepal and Vietnam. 
Hongkong and Singapore are criti- 
cised only for the continued use of can- 
ing as a legal punishment. 

Some of the countries which are not 
mentioned are those from which infor- 
mation is härd to obtain, such as North 
Korea and Mongolia. An encouraging 
factor is one not mentioned in the re- 
port. According to Amnesty officials, 
the number of human-rights activists 
in Asia has increased substantially in 
recent years, from. the ranks of. con- 
cerned lawyers, jou nalist ‘ 






new cases 
(680,000), 


used |. 


By Ted Morello i in New York 
A? has the highest cancer-death rate 


FA in the world — and Southeast Asia 
faces an "epidemic" of lung cancer 


within a decade unless the upward spi- 


ralin cigarette consumption is checked 
and reversed. At the same time, medi- 
cal science is nearing a breakthrough 
in the prevention by vaccination of 
liver cancer, another form of the dis- 
ease prevalent in Southeast Asia and 
the western Pacific. 

The grim forecast and the glimmer of 
hope are among the highlights of a 
global cancer study released on 26 
April by the United Nations' Geneva- 
based World Health Organisation 
(WHO). The thrust of WHO's findings 
is that, contrary to the common belief 
that associates cancer with an indus- 
trialised- -country lifestyle, the disease 
-is a plague in the developing world, 
too. 

Worldwide, an estimated 4.3 million 
| people die of cancer every year. More 
than 50% of the deaths occur in de- 
veloping countries A breakdown 
shows that 1.86 million deaths are re- 


corded in Asia alone, followed by 1.4 


million in Europe, 447,000 in North 
America, 291,000 in Latin America, 
268,000 in Africa and 32,000 in 
Oceania. The findings are similar for 
new cases recorded annually; of the 5.9 
million total, more than 3 million occur 
in developing countries.- 

. WHO lists the eight most prevalent 
forms of cancer with the number of 

annually as: stomach 
lung (590,000), breast 
(540,000), colon-rectum (510,000), cer- 
vix (460,000), mouth-pharynx 
(340,000), oesophagus. (300, i and 


liver (260,000). 
Experts predict that lung cancer will 
soon overtake stomach cancer as the- 


most common form of the disease. The 
study points out that in China and 
India, the world's 
nations, from a quarter to a third of 
all males "are addicted to tobacco 
smoking, the major cause of lung 
cancer" by the time they are 18-20 
years old. 

Between 1963 and 1975, ihe inci- 
dence of lung cancer doubled among 
males in Shanghai, China's largest 
city, to 50.2 per 100,000. WHO blames 
the predicted rise in the number of 
lung cancer victims largely on "highly 
sophisticated and ruthless" smoking 
promotion campaigns that have 
changed Third World lifestyles. The 
report cites oe case eof dicc: where 
tobacco 


two most populous | 


Southeast Asian countries face an n alarming cancer danger unies: 
action is taken, warns the World Health Organisation 
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: man, woman and child in the countr 


ing: cigarette consumption in the 
dustrialised world... : 


liver cancer — which claims as many as 


| mark in prev 









































ing — about US$360,000 for eve 
Another factor contributing to. 
Third World's high lung-cancer rate 
that cigarettes marketed there ¢ 
higher in tar and nicotine than tho 
sold in developed countries. In Chi 
and India, for example, the tar yie 
can be as much as 66 times higher a 
in low-tar cigarettes sold in indu 
trialised countries. WHO is i 
governments in developing countr 
to launch anti-smoking campaiglt 
which it says are succeeding in curt 


It adds that mouth cancer, the or 
monest form in Southeast Asia, is al 
avoidable if the chewing of betel: 
and tobacco quid can be discourage 
Both habits are prevalent — and t 
mouth-cancer incidence is high — 
Bangladesh, Burma, Cambodia, I 
Malaysia, Nepal, Pakistan, 
Sri Lanka, Thailand and 


forms of tobacco-chesing and s 
ing. 

The report points out that up 
years may elapse before mouth lesi 
turn cancerous. When detected in ti 
the disease can be cured thro 
radiotherapy and surgery. Howe 
WHO says most sufferers seek. h 
only when the cancer causes pai: 
which time it is too late for therapy 
study of hospital patients in Sri La 
showed that only 10% of all nio 
cancer cases were detected © 
enough for cure. 

In China, the high oesophage 
cancer rate (about 130 cases p 
100,000 population) is believed to: 
linked to poor nutrition, notably inst 
ficient supplies of vitamins A and C 
diets. “A deficiency of Vitamin A^ 
been shown to lead to carcinogenes 
while a sufficiency of Vitamin C ha 
been shown to have an anti-c 
cinogenic effect," the WHO study sa 

The most hopeful sign to emerg 
from WHO's study is the report th. 










































30 new cases per 100, 000 in Southea 
Asia each year — appears to be pr 
ventable by vaccination against Hep: 
titis B, an infection that leads to the 
development of the liver tumo 
Hepatitis B vaccines are being tested in 
China, Hongkong, Japan and Thai- 
land. Prof. Arie Z uckerman, chairma 
of a recent WHO conference on liver- 
cancer prevention said: “ This is isa a land- 
entive medicine.” 
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SOUTH KOREA 


Too big for its own goo 


The capital is a monster magnet, sucking in more and more 
of the country’s population, and posing growing problems 


By Michael Specter in Seoul 
ASIA’S 


CROWDED 


Every month 
exactly 20 minutes, 
Seoul stops moving. 
An eerie silence set- 
tles over the city as 
© pil its permanent traf- 
fic jam dissolves 
and 10 million people vanish from the 
streets. Suddenly, there are no 
pneumatic drills battering at the pave- 
ment. And pedestrians who normally 
act as if they were in a rugby match 
head quietly for malls that stretch be- 
neath the broad avenues of the city. 

The reason for this gentle interlude 
is the monthly air-raid drill — a re- 
minder of the vigilance necessary for a 
city with a bitter enemy only 30 kms to 
the north, But the people of Seoul do 
not seem to mind, perhaps because it 
offers them a rare opportunity to sit 
back and forget the mighty pulse of 
development that at all other times ap- 
pears to govern the city. 

For, if any single characteristic can 
define Seoul it is furious, unabated 
growth. One of the world's most heav- 
ily populated cities, Seoul has the scar- 
red look and the vibrating sound of an 
endless construction project. It is a city 
where you must battle to find a taxi, 
but where cement-mixers are almost 
never out of sight. Housing is packed so 





' tightly on to the rolling hills that, ex- 


cept forthe vacant lots of an occasional 
building site, undeveloped land can 
rarely be found within the wall of trees 
that rings the city. 

Since the end of the Korean War in 
1953, when Seoul was left in ruins, few 
urban areas in the world have grown 
more rapidly, or with greater apparent 
success. Millions of people have de- 


for ! 








serted their rural homes for the city, 


and it has become the muscular centre | 


of South Korea's remarkable economic 
rebirth. The poverty to which a major- 


ity of the population has been sub- | 
jected for centuries has been virtually | 


eliminated. Even for the capital of a 
developing country, the city has an im- 
pressive — many would say danger- 
ously lopsided — hold on the country's 
physical, intellectual and financial re- 
sources. 

Seoul has come to dominate South 
Korea so completely that cynics often 
refer to the country as the Republic of 
Seoul. Almost a quarter of South 
Korea's 40 million people now live 
there, and another 10% of the nation's 
population lives in the immediate re- 
gion. Half the factories in the country 


| are located in Seoul, along with 65% of 


all bank deposits and 52% of the pas- 
senger cars. And though vacant land is 


| scarce, the sky is literally the limit on 


construction as buildings reach new 
levels every week. Economic develop- 
ment is still the top priority in South 
Korea, but government officials are in- 
creasingly ready to admit that Seoul 
has become a mess that is almost 
beyond repair. 


448 gi can only be a miracle that has 

kept us going in this city so far," 
said Park Soo Young, director of the Ko- 
rean Research Institute for Human 
Settlements (KRIHS). “But we are fast 
approaching the day when Seoul will 
just be completely beyond our ability 
to control. The next generation will 
suffer badly for our success. We are 
running out of space, we are running 
out of time, and most people are awed 
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at. the magnitude of the problems.” 

Any city that has quadrupled its 
population in the past two decades to 
9.5 million — as Seoul has — would 
have major problems, but the lack of 
planning to go along with this growth 
has made them worse. The city is so 
tightly crammed with people that, ac- 
cording to the United Nations, of all 
the world's cities only Shanghai, 
Mexico City and Sao Paulo are more 
crowded. 

Seoul has many attractions. Some 
people, young and vigorous, want to be 
where the action is, where educational 
facilities are outstanding and where 


| jobs are plentiful. Others are pulled 


away from dying agricultural areas. In 
the past 10 years, the rural population 


| of South Korea has dropped by 34%, 


according to the Ministry of Agricul- 
ture and Fisheries. This means that 
500,000 people have been leaving their 
farm homes and moving to the cities 
each year. And most of them have been 
going to Seoul. 

But Seoul cannot grow much larger. 
It is exactly the area of the whole is- 


| land of Singapore, with four times the 


number of people. Only one-quarter of 
Seoul is residential or could be; moun- 
tains, roads and the Han river, which 
cuts the circular.city in half, occupy 
the rest. The government has drawn 
many elaborate plans for the city over 
the past 20 years, but most experts 
agree that in South Korea regulation is 
a concept that has never gained much 
currency. So the people have kept com- 
ing — migration accounts for more 
than half of Seoul's growth rate each 
year — and with them have come 
frightening levels of pollution, traffic 
congestion, and keen competition for 
housing. 

Transport is one of Seoul’s most 
acute problems. Although a massive 
underground-railway project, which 
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will cost US$2.8 billion, is nearing 
completion, the roads are always 
packed with vehicles. Seoul is one of 
the few cities in the world where taxis 

which carry 20% of all travellers — 
play an essential role in mass trans- 
port. Each morning, the 17 bridges 
which span the Han are covered with 
honking vehicles packed with resi- 
dents commuting from hundreds of 
newly constructed apartment blocks in 
the south of the city to the older, north 
side where they work. There are city 
officials who suggest that adding a few 
more bridges will ease the problem, 
and there are other officials who say 
that making Seoul an easier place to 
live would only encourage more people 
to live there. 

Grappling with the social and physi- 
cal costs of congestion is not easy. Part 
of the reason Seoul's roads are now so 
crowded is that as South Koreans be- 
come more affluent they want to spend 
their money in ways they could never 
have dreamed of in the past. Unfortu- 
nately, buying cars is one. Soa city that 
had 56,000 cars in 1970 has 300,000 
today. And the government has esti- 
mated that even if oil becomes more 
expensive than it was during the worst 
of the oil-boom days, there will be at 
least 1.1 million cars on the roads of 
Seoul by the year 2000. 


he cost of accommodating those 

cars is astronomical. Roads occupy 
15% of the land in Seoul today and the 
government plans to increase road 
space in the city by 25% over the next 
20 years. Each percentage point in- 
crease in the ratio of roads to habitable 
land will cost US$44.3 million, accord- 
ing to KRIHS. It also estimates that for 
US$90 million, South Korea could 
construct a new nationwide 
thoroughfare running from Seoul to 
Pusan. 

"Will building more roads help?" 
asked one economist at Seoul National 
University. "Never. All you have to do 
is look at a map of the city and compare 
it with the rising incomes of South Ko- 
reans. Car growth will always outpace 
our ability to provide road space." 

Rising incomes and the expectations 
that come with them have also com- 
bined with Seoul's population surge to 
cause city housing officials severe wor- 
ries. The better educated a young per- 
son 1s — and the more money he earns 
(per capita income in Seoul is now 
US$2,200) — the more likely heis to re- 
sist the idea of living with his family. 
This puts a big squeeze on housing. 

Even in places such as Manhattan, 
where population growth is not a con- 
cern, the constant shrinking of the 
average household has put enormous 
pressure on New York City's residen- 
tial resources. In Seoul, there are now 
slightly more than 2 million house- 
holds, but that number is growing 
rapidly. Half a century ago there were 
10 people in the average Seoul house- 
hold. In 1966 there were 5.17 and, ac- 
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Foreign trade is another field in which our 
== clients are taking increasing advantage of 
“= Credit Suisse expertise and special 
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Your Bank 
for Foreign Business — 


Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse has helped 
Switzerland, which is small and 
devoid of raw materials, to 
become an important centre of 
world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

[ts recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
collections against documents, 





UM TT es 






bank guarantees and forfaiting. 

Our teams of specialists 
are adept at finding individualized, 
innovative ways of handling 
each new problem with precision. 
They could be of benefit to you, 
too. 

Many thousands of satisfied 
customers from a wide range of 
countries rely on Credit Suisse 
experience in this and other fields. 
Why not you? 
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Credit Suisse. Incredibly Swiss. 


31 









1978 1979 1980 1981 


cording to Seoul City Government 
statistics compiled after the 1980 cen- 
sus, there are now 4.4 people per 
household. 

According to the 1980 census, Seoul 
has one housing unit for every 1.8 
households. Doubling up, sharing and 
living with relatives are all common 
practice. The government constructed 
about 50,000 new housing units during 
each of the past five years. In 1984, 
there will be 54,000 units of public 
housing built and another 100,000 
built by private contractors, but still 
that is not nearly enough to keep pace 
with demand. 

"We face hard problems because 
everyone wants to be in Seoul," said 
Chung Soon Ho, who runs the housing 
bureau of South Korea's Ministry of 
Construction. “We are doing our best 
to give people housing and considering 
the numbers we have here we are suc- 
cessful. We don't have starving masses, 
we don't have street sleepers to speak 
of and even our worst housing is far 
better than it is in many other coun- 
tries. But what we need most is to move 
people out of the city." 

Everyone agrees that moving people 
from the capital, or at least preventing 
them from coming here to begin with, 
would make sense. But the advantages 
of living in Seoul are so obvious — for 
every class of South Korean — that 
without a programme of major invest- 
ment in the provinces it will be impos- 
sible to turn the city around. Govern- 
ment figures suggest there will be 10 
million people living.in Seoul 
by 1991, but many experts be- 
lieve there are that many here 
already. Official assertions, 
that niany industries and uni- 
versities will be forced to 
leave the city for good are 
rarely taken seriously. 

And then there are the 
Olympics. Seoul is busily 
working to transform itself 
into a vital, modern capital in 
time to play host to the 1988 
games. Anyone who has seen 
the preparations now under 
way for that event would have 
trouble understanding how 
top officials can say that 
Seoul is getting less attention 
from officials these days than 
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REVIEW DIAGRAMS 
in the past. It is impossible to discuss 
development in Seoul today without re- 
ference to the Olympics; they are a 
guiding passion. 

South Korea intends to use the op- 
portunity to shed its image as a back- 
ward, developing nation. Just as Japan 
did with the 1964 Tokyo Olympics, it 
expects to use them as an international 
showplace for Korean culture and 
South Korean accomplishments. By 
the time the games close, South Korea 
expects to take its place as a successful 
new member of the developed world 
into which it has been struggling to 
emerge. 


M:e: than 100 facilities will be re- 
quired for the Olympics, 76 of them 
in Seoul. Press villages, broadcasting 
centres and administration buildings 
are all under construction. The city has 
already sold to the public the apart- 
ments it has constructed for the use of 
the athletes, but the other costs will be 
high. The Seoul City Government esti- 
mates- that it will be responsible for 
US$800 million worth of the expense 
of holding the events. 

"This is the first time since the war 
that the whole [South] Korean popula- 
tion has had a goal as a nation," said 
Yi Dong, Seoul's director of research 
and planning. “We have to be ready 
for the Olympics. Lately we have had a 
chance to look around the world a bit 
and compare our country with others, 
and we are beginning to find we have 
a lot to offer. Now we can show peo- 


POPULATION GROWTH 


(Million) 





ple how we have lived and grown.” 

With all that going on in Seoul, the 
government will have a difficult time 
convincing people it is not the place 
they have heard so much about. But it 
is possible. The government has begun 
an aggressive strategy of relocating in- 
dustry, constructing cultural facilities 
in the provinces and reinforcing local 
industries. It has developed a series of 
small and medium-sized satellite cities 
to attract population from Seoul and 
offered a wide range of incentives to 
businesses in order to get them to 
move. Industries that are identified as 
heavy polluters are now required to 
leave Seoul, and the government re- 
tains the right to force any company to 
shift its base of operations. 

South Korea is a Confucian society 
which puts a premium on education. 
The disproportionate number of good 
universities in Seoul is one of the 
largest barriers to relocation for many 
people. They feel it would not be fair to 
their children to deprive them of the 
best education available. The central 
government has responded by forcing 
several institutions to leave the city. 
Education officials are proud to point 
out that in 1970, 67% of all college stu- 
dents were in Seoul; today the figure is 
34%. 

But those figures obscure more than 
they reveal. Most institutions forced to 
open a branch out of Seoul stayed 
within commuting distance. So, rather 
than fewer students, what Seoul has 
been stuck with is more commuting on 
roads already far too crowded. Every 
morning of the week, thousands of col- 
lege students queue in the Seoul Bus 
Terminal in the south of the city for 
buses that will take them to classes in 
outlying colleges. The government may 
have forced the colleges out of town, 
but not the people. 

Earlier this year, the Ministry of 
Culture and Information announced a 
plan to invest Won 30 billion (US$38 
million) over the next five years to 
build major cultural centres in six pro- 
vincial cities. There has been constant 
discussion of moving major govern- 
ment offices to other cities, and at one 
point a plan to create a new capital city 
in the centre of the country 
was considered. 

The | government has 
changed its plans so often in 
the past that few people 
today believe that it will di- 
rect major institutions to 
leave the city. Over the past 
two decades 29 major mea- 
sures have been in force 
under different government 
agencies to — discourage 
further urban growth. Few 
have had much impact. But if 
the tide of immigration does 
not turn soon, Seoul could 
become the first giant 
city to buckle under the 
weight of its own mus- 
cles. 
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| livetti, a name made world famous by Italian crafts- 

manship and technology, produced the first electronic 

pewriter and was the first to install over 1 million of the 
new machines around the world. Learning from the past 
and reaching into the future for its creative ideas, Olivetti 
proves consistently to be the most popular brand. Olivetti 

i combines innovative technology with functional yet. 
ful design. 

























And it’s the same combination of expertise that you will find 
| in other Olivetti products from simple word-processors to 
completely integrated data processing systems. 











Olivetti (Singapore) Pte Lid 
. 120 Oxley Rise, Singapore 0923. . 
Tel: 7375111 
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lan Melaka, Malaysia. 9/F Citicorp Centre, 18 Whitfield Road, 
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Seoul, 





nweol, built 


might be 


At first glance Ban- 
weol does not look 





industrial 
in the vast brown 
meadowlands south 
TRI of Seoul, it is domi- 
ated by squat grey factories and bar- 
m plots of land. According to the gov- 
ernment, however, Banweol represents 
ne city of the future for South Korea. 

anweol was born in 1977, about the 
me South Korean officials decided 
ul could no longer accommodate 
pollution, noise and congestion 
at comes with dramatic economic 
elopment. Although it has been en- 
oned as a centre of industrial 
wth on the nation's west coast, the 
as yet to make its appearance on 
cial maps. | 

ut its significance is clear. More 
1 90% of all new jobs created in 
| Korea during the 1970s were in 
er Seoul or the Pusan area, accord- 
to the government's Economic 






































Anyone who thinks 
the streets of Seoul 
have been overrun 
n, by construction 
| crews should take a 
eiENI-RTE look beneath the 

= surface. Thousands 
men are there every day, working 
nd the clock in the subterranean 
ness to finish the Seoul Subway, 
for completion by the end of 1985. 
ers believe it will save the city 











































































No form of mass transit costs more to 











und railway system. But Seoul has 
itself with no real alternative. 
Population growth has been so rapid 
iat the city's transport system, mostly 
s travelling along narrow streets 
winding alleys, cannot possibly 
dle the demands placed on it by 10 
Ilion people. 
'he rise in the number of people 
ng public transport during the past 
ecade has been dramatic. In 
)72. there were 7.05 million transit 
rs in Seoul, which meant an average 
f 1.16 rides each day per person. By 
982, the last year for which there are 
lable statistics, the number 
irneys had swollen to'15.14 million 




























































































too close for co 


much like a city. An 
outpost 


fine roads, 


its nearly impenetrable conges- . 


instruct or operate than an under-' 


ot" 



















Planning | Board. In the past. | 
regional development has bee 





dered secondary to ec 


could be too much of a good thing for 
cities such as Seoul and Pusan; the 
time had come for a policy that would 
give people reasons to stay out of the 
big cities. 

To get businesses to leave Seoul the 
government has used both the carrot 
and the stick. Banweol, and several 
other industrial estates throughout the 
country, offer a series of incentives to 
new commercial residents. There are 
| oads, water and sewerage 
facilities, all built at public expense. 
Factory space costs Won 20,000 


(US$25) a sq. m. of land — much less. 


than in Seoul. And the government 


; balar 
| i 'onsi- | 
gered onomic success. 
By 1975 it became obvious that there 


‘evict any company making to 


0 






uch 
or generating excessive amounts - 
pollution. When a company is 
kicked out of Seoul, Banweol seems a 
good place to be. à B 

Banweol is orderly, calculated and 
efficient; everything that Seoul is not. 
Located 33 kms southwest of the capi- 
tal, the city lies on 58 sq. kms of flat 
marshland on the coast of the Yellow 














'Sea. The broad roads are laid out cohe- 


rently, in grids. Traffic problems do 
not exist, and access to the 500 fac- 
tories now there is excellent. Housing 
is comfortable, if uniform. E 


y law each factory must landscape 
LÀ 15% of its grounds and provide re- 


 creational facilities for its workers. 


The types of goods manufactured 


. range from chemicals to basketballs. 


subsidises construction costs with low | 


interest loans. Firms moving to Ban- 


weol are exempt from state taxes for 
threé years and local taxes for five. 
In addition, penalty pressure has 


been put on many industries in Seoul. 


wn-to-earth solution 


sing growing congestion on the surface, city planners 
k to an underground as a way out of the jam a 


according to Seoul administrative re- 


cords. With a higher per capita income 


each person was averaging 1.69 rides 

per day. | ! 
Those people are having to fight to 

get where they are going in a reason- 


able amount of time. The taxi queues in. 


Seoul are famous, and rightly so; it is 
not unusual to wait an hour for a vac- 
ant cab. Buses now carry 63% of all 


 commuters in Seoul; taxis have abouta 


90% share, and fewer than 10% ride on 
the one subway line completed. 

With nearly 30,000 annual traffic 
accidents, Seoul is one of the most 
dangerous places in the world to drive. 
But, according to a study commis- 
sioned by the government, the average 
car speed in the city has fallen to-14.8 
kph from a high of 40 kph in 1974. That 
provides. solace- for accident. victims, 
who are less likely to suffer serious in- 
jury, but for few others. In 1982, there 
were more than 1 million vehicles 
streaming into the city every day, and 
it is among the most polluted in Asia. 

Seoul officials believe the under- 
ground will change all this. When it is 
completed, it will be the seventh 








largest underground in the world with 
115.3 kms of track. Modelled on the 






Tokyo system but built ent 


an engin d techno- 
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Banweol now has 25,000 employees 
but that figure is expected to double by 
1986 when the city is completed. By 
then, the population should reach 
200,000. Ea 

Commercial results have been posi- 


tive. The factories produce Won 50 bil- 


logy, the system will have 99 stations 
and 638 cars when it is completed. The 
ticket system will be automated. The 
basic fareis Won 110 (US 30 cents), but 
reduced-price monthly fares will also 
be available. According to the transit 


.authority, 8 million workdays have 


been put into construction so far. Seoul 
officials regard the underground as a 
monument that will impress the world 


when it is on display during the 1988 


Olympic Games. a 

“This will show people what South 
Korea is capable of achieving,” said 
Gang Suk Gun, who has supervised the 
construction of the system for the 
Rapid Transit Bureau of the city gov- 
ernment. “No one has built a subway 
this fast. It will run from 5 a.m. until 
midnight, and 5 million people will use 
it every day. This should completely 
solve traffic congestion in the 
downtown area. It will be as if someone 
unlocked the terrible chains that bind 
this city.” Gang estimated that 45% of 
all public transport will be by under- 
ground in the future. 


otentially, there is no better invest- 
ment for a city with a densely clus- 
tered population such as Seoul's to 
make than an underground system. It 
can carry up to six times as many pass- 
engers per hour than buses, and move 
at five times the speed. But, according 
to a recent World Bank report on urban - 
transport, it can cost at least twice as 
much to operate than a system of buses 
and it often costs riders three or four 

foraticket. |... — 





























Corp. There are more than 1,000 com- 
panies on the waiting list to get in, but 
only enough space left for 200 of them. 

Banweol is supposed to be more than 
a cluster of factories. It has been 
created in order to siphon population 
as well as industry from the capital. 
Although it has been an economic suc- 
cess, people have not exactly been 
rushing away from Seoul to live there. 
Despite incentives such as subsidised 
meals and housing, only two-thirds of 
the workforce lives in town. Most of 
the rest commute daily from Seoul. 

Critics of the new city say that the 
government was naive to assume that 
people would move there just because 
there were jobs. Most unskilled and 
semi-skilled workers prefer to remain 
in Seoul, and people from rural areas 
still choose to move to Seoul if any job 
opportunities seem likely. 

“This isn't the place for me to live,” 
said W.H. Chung, general manager of 
TriGem Computer Inc, one of South 
Korea's largest computer manufactur- 
ers. "My children go to good schools in 
Seoul and I would hate to see them 
move to another one. Schools are so 
much better in Seoul" Like many 





average more than US$10 million per 
lane mile and the best current estimate 
of the South Korean Government is 
that the Seoul system will cost US$2.8 
billion. At that price it will have to be 
used heavily to recover the investment, 


The money for the underground 
comes mostly from local sources. As 
much as 40% of the capital is in the 
form of foreign currency, but half of 
that is foreign exchange controlled by 
the South Korean Government. 

There has been criticism that the 
central government has forced Seoul to 
finance too much of the system by it- 
self. "The government talks about 
coordinating movement within cities 
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r E iore leas 
Banweol Ta have eight paaie of 


its own, but because of the proximity 
of Seoul anyone who is willing to make 
the sacrifice can commute. And in 
South Korea, where learning is of pri- 
mary importance, most parents would 
sacrifice far more than their free time 
to provide an excellent education for 
their children. 

Banweol may be too close to Seoul 
for comfort. “You have to move those 
people out there," said one planner 
who works with the Bureau of 
Economic Planning. “You take a grim 
new city and put it within striking dis- 
tance of the capital and of course you 
are asking for problems." 

Although the city lacks the furious 
congestion and pace of Seoul, it also 
lacks its vitality. There is no real enter- 
tainment or cultural life and only a few 
restaurants. Spontaneity, an essential 
element of city life, is absent. While it 
is not fair to criticise a brand-new city 
for not having the advantages of its 
600-year-old neighbour, it is difficult 
to imagine how Banweol will become 
more than a sensible industrial appen- 
dage to an overgrown giant. 

— MICHAEL SPECTER 





and between regions,” said an 
economist who analyses transport is- 
sues. "But what kind of investment 
have they made in this system, a system 
that is vital for the country?" 

The answer is that the central gov- 
ernment is paying very little money to 
construct the railway. In places such as 
New York and Paris the federal gov- 
ernment usually pays up to 70% of the 
costs of construction. In South Korea, 
Seoul will be responsible for 95%. 

There has also been some question as 
to whether more than 115 kms of track 
will be sufficient to move 10 million 
people around all day. New York, Paris 
and London all have three or four 
times that amount. Four additional 
lines, which would cover another 90 
kms, have been planned but at the mo- 
ment the government says there are no 
funds to begin work on any of them. 

Still, whether or not it manages to 
sweep congestion from the city over- 
night, the Seoul Subway is an impres- 
sive system for a developing — or even 
a newly industrialising — country to 
have created in 10 years. It will elimi- 
nate one frustration from the lives of 
millions of Seoul residents, and save 
countless hours in time wasted during 
commuting. If it is truly a success, it 
will do far more for the city than al- 
leviate traffic problems. 

"Oh yes, 
truth," said Kim Jin Won, Seoul's as- 
sistant mayor for planning and man- 
agement. "If we can wipe away the 
congestion and move into the subway 
transport era we will have come very 
farina short time." | — MICHAEL SPECTER 
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The Far Eastern Economic | 


Review is now publishing 
a quarterly index which 
details by country and 


date everything that has . 
appeared in the Review. - 


The index is available on a 


quarterly basis. Subscribe — 
now and each quarterly ` 
be sent to | 


index will 
you automatically as soon 
as it becomes available. A 
vital research tool, the 
Review index will save 


* of needless search- - 
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THAILAND 


By John McBeth in Bangkok 


F@or reasons which are still not clear 
W to Western intelligence services, 
Bangkok has become one of the few 
capitals where Soviet officials adopt 
an outgoing and uncharacteristically 
b old profile. But everyone was taken 
iback on 10 April when the Soviet Em- 
bas called an unprecedented press 
conference to accuse the United States 
CIA and the Australian Secret Intelli- 
gence Service (SIS) of trying to recruit 
two Soviet diplomats on consecutive 
days the previous week. 
"The Soviet allegations, outlined in a 
roughly typed, three-page statement 
(later embellished by embassy offi- 
cig ils), made headlines in the Thai press 
and came on the eve of Thai Prime 
Mi nister Prem Tinsulanond's visit to 
the US for meetings with President 
Ronald Reagan and other US officials. 
They also broke an unwritten code of 
conduct under which the CIA and the 
Soviet KGB normally keep their coun- 
* on such cloak-and-dagger matters 
a as happened when former Soviet as- 
si ant military attaché Lieut-Cmdr 
Yuri Ignatiev hurriedly left the coun- 
try after a Bangkok coffeeshop alter- 
cation in 1981. 
— The Thai Foreign Ministry called in 
7 mee serving Soviet Ambassador Yuri 
Kuznetsov on 19 April to protest at the 
way the embassy had used Thai soil to 
attack countries with which Bangkok 
em diplomatic relations. The envoy 
_ was also criticised for failing to inform 
e ministry in advance about the sub- 
t pe matter of the press conference — 
one > of the very rare occasions when 
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Kilim prepares borsch at foreign correspondents club: in the soup? 
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Dagger minus cloak 


The Soviets’ high-profile embassy holds a precedent-breaking 
pr »ss conference to release a tale of espionage and intrigue 


journalists have been permitted inside 
the main building of the Soviet mis- 
sion. 

Many diplomats tended to treat the 
whole affair with detached amusement 
— but leaving the credibility of the 
charges aside it was in fact another 
illustration of an unusual pattern of 
Soviet behaviour which has emerged 
in Bangkok over the past eight months. 

Speaking to journalists beneath a 
stern portrait of Lenin, embassy minis- 
ter-counsellor Oleg Yershov claimed 
the two targets of a plot — implicating 
the Americans, Australians and Ja- 
panese — were Alexandre Kilim, a 
Chinese-speaking attaché who has 
served in Bangkok since November 
1982, and greying trade official Gen- 
nadi Baranov, a Japanese expert who 
spent eight vears in Tokyo on his last 
assignment. These latest examples of 
harassment, Yershov said, testified 
"how shamelessly the American and 
other secret services use the territory 
of Thailand for their spy and subver- 
sive activities into which they involve 
citizens and organisations of third 
countries." 


A» to the Soviet version of 
events, Kilim accepted a 5 April din- 
ner invitation extended by Australian 
second secretary Paul Burnard during 
a function at the Foreign Correspon- 
dents Club of Thailand (FCCT) the pre- 
vious evening. The two had been ac- 
quainted for about a year. When he ar- 
rived at the appointed Chinese restau- 
rant, however, he was met instead by a 
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to nale 1 F "ord . who int D= 
duced himself as a representative of 
the SIS. Ford, a judo specialist and 
keen long-distance runner, is said to 
have used “blackmail” to try to induce 
Kilim to defect, promising him money 
and a choice of residence in either Aus- 
tralia or the US and making it clear 
that his actions were coordinated with 
the CIA. 

Kilim, who attended the press con- 
ference along with Baranov, chief 
trade representative Yuri Mikhailov 
and second secretary Yuri Drozdov, 
said he rejected the offer, paid for the 
single beer he had ordered and left. 

Yershov claimed that the next day 
Baranov was in his apartment-block 
swimming pool when he was ap- 
proached by Japanese businessman 
Ichiro Uesugi — a purported represen- 
tative of the now-defunct Toho Indus- 
tries Corp. and the Tokyo-based Stevin 
Corp. — who had first contacted him in 
mid-1983 to ask for his help in promot- 
ing certain goods. Uesugi is alleged to 
have told Baranov he was working for 
the CIA and to have asked him to sup- 
ply classified information in exchange 
for a job and residence in Japan. “The 
decisive rebuff on the part of the Soviet 
official brought this provocation to the 
same flop as the one the day before,” 
Yershov said. 

The embassy statement contended 
the Soviets had “irrefutable evidence” 
that the CIA — in close cooperation 
with the secret services of Japan, Aus- 
tralia and some other countries — con- 
ducts multi-faceted subversive ac- 
tivities in Thailand. “This activity is 
geared to prevent the improvement of 
the situation and the lessening of ten- 
sion in the region, to provoke compli- 
cations in inter-state Soviet-Thai rela- 
tions,” the document charged. “Its aim 
is to hinder the development of mutual 
understanding and cooperation be- 
tween the Soviet Union and Thailand 
as well as other countries in the re- 
gion.” 

The Americans maintained their 
customary silence on intelligence is- 
sues. But a day after the Australian 
Embassy said it would not comment on 
security matters, Australian Foreign 
Minister Bill Hayden told reporters in 
Brisbane that the Soviet charges were 
a "feverish concoction." He accused 
Kilim of being a known KGB operative 
and said he had tried to talk Burnard 
into providing him with classified 
documents and maps relating to the 
Thai-Cambodian border, interestingly 
enough the same sort of material found 
in the possession of Soviet trade offi- 
cial Viktor Barychev, who was expell- 
ed from Thailand in May 1983. 

Hayden said it was decided Burnard 
should immediately terminate all con- 
tacts with Kilim, and Ford accordingly 
kept the appointment with the Soviet 
diplomat to warn him that his ap- 
proaches were unacceptable to Aus- 













sociations, even if in doing so it has 
also tended to point a finger at the true 
functions of Kilim and Baranov, both 
of whom are already on a published list 


of 40-50 Soviets in Thailand who have | 


either been identified as, or are 
strongly suspected of being, agents for 
the KGB and the GRU, the Soviet mili- 
tary-intelligence organisation. 


Kilim, an official exchange student 


in the 1970s at an American university, 
has a language ability which would in- 
dicate an interest in Thai-China rela- 


tions and Peking's support for the 
Khmer Rouge — subjects which are of. 


prime concern in Moscow. Burnard, a 


fresh-faced 30-year-old on his first 


overseas posting, is known to have. a 
brief that covers the Thai-Cambodian 
border. , 

It is no secret that SIS does maintain 
a senior officer under diplomatic cover 
in Bangkok and Ford — like his pre- 
decessor — is quite conceivably that 
man, given his role in the affair. Al- 
though there has been no hint of a con- 


nection apart from the timing of the: 
two eases, it isalso perhaps significant 
to note in light of Baranov's Tokyo 


experience that Ford has had two pre- 
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| A planned extension of teaching and — 
activities at the International Management Institute, 
' Geneva has made these new faculty sppoingnent 


necessary. 


Candidates for m: positions should ideally 
have doctoral-level qualifications, executive teaching 
experience and some management /industrial work 
experience. The preferred age range is 30-40. — 

As IMI maintains an international composition - 
in its faculty, nationals of North East Asian or South 
East Asian countries with some educational or work 
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covert operations, has been under a 
cloud since armed agents raided a Mel- 


bourne hotel in a bungled training 
exercise last December. The bizarre 


episode led to the resignation of direc- 
tor John Ryan and the revival of the 
Hope Commission to renew inquiries 
into the activities of Australia's secu- 
rity services. 


T CIA, rid appears to be the 





are convinced they are the objects of a 
campaign of harassment in Bangkok 
linked to what they call *a chain of 
malieious provocations" throughout 


the world. They claim that to confirm. 
. his status with the American agency, 
businessman Uesugi reeled off the 


names of four US officers he worked 
with John Whitehead, Frank 


tnt 


i -principal target of the Soviets; who. 


Monachino, Charles Smith and Theo- - 


dore Groll. The way the embassy state- 
ment is phrased, it is clear the Soviets 
regard all four as CIA employees. 
Whitehead, who served in Tokyo be- 
fore taking up his Bangkok. posting, ` 
has left on another assignment, but | 
first secrétary Groll and second sec- 





in good health and willing to travel. Besides its regular 
courses in Geneva, IMI conducts seminars in other . 
European countries, Asia, the Caribbean and Latin 
and North America. mE mE 
The Institute. The International Management | - 
Institute, Geneva offers a series of executive programs, 
from post-experience MBA to special seminars for 
Board Members, and is recognised for the truly 
international charact 
Write with full career details and a summary of - 


-director of Toho Industries an 


_three years before the firm went ba 


he did visit Tokyo at six-mon: 


nied that Uesugi had anything to 


-pany that deals mainly in sweete 
and occasionally electric machi 








quiries: conducted bs: REVIEW $ 
| correspondent Hikaru Kerns re 
does exist — or at least did up t 
years ago. Hiroshi Yamaguchi, fo 




















managing director of the Stevin C 
said in an 11 April interview that 
last met Uesugi in Tokyo in 1980... 

Yamaguchi recalled being int 
duced to the then Singapore-ba 
businessman about 10 years ago i 
confirmed that Uesugi worked as: 
presentative of Toho for about t 







































rupt in 1979. He said Uesugi appe 
to have no fixed address and tha 
sages were sent to him through: 
in Singapore and Malaysia. 1 


tervals, staying mostly at the © 
and New Otani hotels. 

According to Yamaguchi, Ue 
spent 10 years in the US in his you 
But he claimed to have no know 
of his contacts and associates à 





with the Stevin Corp., a trading c 


for the US market. 
Perhaps the most intriguing: q 
tion is why the Soviets have adop 





‘and quality of its teaching. 


current teaching and research interests to: 
- DrJohn Heptonstall, The Faculty Chairman, 
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exposure in the western world would be 











colonel in the GRU who became the 
sixth accused Soviet spy to get his 
marching orders from an Asean coun- 
try since early 1982. But following a 
three-month period during which 
more than 30 of the embassy’s staff re- 
turned home for either annual holidays 
or a post-Barychev damage assess- 
ment, the Soviets resumed contacts 
with their Thai sources and seemed 
more determined than ever to meet 
problems head-on. 

A striking example was their reac- 
tion to worldwide criticism over the 
Soviet downing of the South Korean 
rliner, on 1 September 1983, in which 
269 passengers and crew died. After 
consistently refusing all previous 
Fí invitations to speak on contenti- 
ous issues, the embassy surprised cor- 
respondents by accepting a last-mi- 
nute offer to defend the Soviet position 
during a 21 September panel discus- 
sion on the tragedy. 

The Soviets showed up in force. 
Counsellor and permanent representa- 
tive of the Economic and Social Coun- 
cil for Asia and the Pacific Boris 
Nikolayev read the opening statement 
and was then joined by six other dip- 
lomats who took turns fielding a bar- 
rage of questions, many laced with 
anger and derision. Most, if not all, 
that was said simply parrotted the offi- 
cial version of events, but intelligence 
sources say they understand it was the 
only place in the Western world where 
the Soviets were prepared to come 
face-to-face with public condemna- 


tior 


"I*he following month, and at their own 
M initiative, the Soviets were given 
the go-ahead to organise a national 
night at the FCCT where Kilim, among 
others, personally cooked borsch in the 
club kitchen. Then in early November, 
trade commissioner Mikhailov took 
the unusual step of calling a press con- 
ference to deny a Bangkok Post story 
that Thai authorities had banned a 
scheduled Soviet trade fair the previ- 
ous month as a sign of disapproval over 
the airliner incident: official sources 
soon made it clear the Thai cabinet it- 
self had made the decision, raising 
questions over why the Soviets had 
even bothered to challenge the story. 
All this — and certainly the latest 
outburst — does not conform to the al- 
most traditional practice followed by 
most Soviet missions of maintaining a 
stoic silence on even mildly controver- 
sial subjects. Some diplomats wonder 
whether Bangkok is being used by 
. Moscow to experiment with a new ap- 
proach to how embassies defend Soviet 
E. nterests given the frost that has set- 
tled on relations with the US. If so, the 
idea seems to have misfired, in view of 
— Thailand's sharp reprimand to Kuz- 
 netsov. o 
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Only words will be offered to the visiting US defence secretary to 
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stave off election-driven pressures for increased spending 


By Mike Tharp 


hen United States Defence Secre- 

tary Caspar Weinberger visits 
Tokyo on 10-12 May, the Japanese 
Government will be able to offer no 
new or major proposals to meet 
Washington's escalating demands on 
joint security. Apart from stronger 
rhetoric about their defence alliance, 
the Japanese can flex only token mili- 
tary muscle for the hawks in the ad- 
ministration of President Ronald 
Reagan. 

It is not clear whether the US side 
understands that it will get little sub- 
stance from Tokyo in the near future 
on defence requests. But as the admin- 
istration cracks down harder on the 
Japanese over trade issues, it seems 
likely that election-year politics will 





also affect the bilateral security de- 
bate. 

In what has become a standard 
negotiating tactic, the Americans will 
urge ever greater efforts by the Japan- 
ese in order to defuse rising US resent- 


ment. Just as in trade, however, 
Reagan administration officials 
blithely ignore the fact that their 
exaggerated public censure of Japan- 
ese defence spending and capability 
contributes more to that resentment 
than any other single factor. 

Weinberger has been measured in 
his past comments about the Japanese, 
but the temptation will be great to join 
in the critical barrage with his Wash- 
ington colleagues. 

The Pentagon chief is likely to stress 
the same themes in May as he did in 
September 1983, during his last visit to 
Tokyo. Then he used some of the harsh- 
est language heard by the Japanese to 
describe the Soviet Union. Speaking 
only weeks after the downing by Soviet 
jets of a Korean Air Lines passenger 
aircraft on 1 September, Weinberger 


. 





said the tragedy was due to the 
“paranoia of a corrupt government 
system” which occupies Japanese ter- 
ritory illegally (a reference to the dis- 
pute over four small Soviet-controlled 
islands north of Hokkaido claimed by 
the Japanese). 

He also said that without US-Japan 
defence cooperation, “Japanese territ- 
ory would be subject to Soviet 
blackmail.” Japan's defence efforts 
could play “a central role,” he added, 
in the rational division of labour 
among the US, Nato and Japan. 
Japan's missions, he continued, would 
be to defend its own sovereign territ- 
ory, protect neighbouring seas and 
skies and to protect the sea lines of 
communications up to 1,000 nautical 
miles from Honshu, the largest Japan- 
ese island. 

The third mission of sea-lane protec- 
tion was emphasised even more in the 
February 1984 defence report submit- 
ted by Weinberger to the US Congress. 
In it, he called on Japan to acquire the 
capability to protect those sea lanes 
out to 1,000 nautical miles by the end 
of the decade. 


apan's overall role in regional sec- 

urity, as envisaged by US strategists, 
is one of deterrence. Essentially, Ame- 
rican planners want Japan to achieve a 
level of military capability sufficient 
to force the Soviet Union into taking 
Japan seriously. "Deterring the big 
war, or even a small war, is of critical 
importance to Japan,” said one 
Washington analyst of Japanese de- 
fence. "And we hope it helps compli- 
cate the Soviet planning factor, which 
we feel is what deterrence is all about. " 

Government officials and politicians 
in both countries say they agree on 
Japan's military goals but disagree 
over the pace needed to reach those 
goals. It would be more correct to say, 
however, that the military establish- 
ments in each nation agree on mid- and . 
long-term security goals. The Japanese 
public is much less enthusiastic about 
upgrading military capability, as are 
important parts of the bureaucracy, 
press and opposition political parties. 

Before his trip to the US in April, 
Japan Socialist Party chairman 
Masashi Ishibashi said: "We don't be- 
lieve in military power as the most 
vital power to defend a country — it is 
impossible to defend Japan through 
military means. Therefore, the disag- 
reement [between] the US and the 
Soviet Union over military power has 


nothing to do with our country.” D 
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, Aust ra lian equipment is tis 
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For details of suppliers phone or telex 
the Australian Trade Commissioner at: 
Bangkok, 286 0411, telex 82621. 
Beijing, 52 2331, telex 22263. 
Hong Kong, (5) 227171-8, telex 73685. 
Jakarta, 3¢ 0824, telex 46214. 
Kuala Lumpur, 42 3122, telex MA 30260. 
Manila, § 87 496 telex: 
New Delhi, 690336, telex 81312356. 
J 06) 271 7071, telex 522 5334. 
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y Husain Haqqani in Islamabad 

wo of Pakistan's biggest univer- 
sities — Karachi and Punjab — are 
sed and regular classes have been 
periodically disrupted in several col- 
leges due to protests by students 
against a ban on student unions and 
organisations. Recently, students at 


vice-chancellor's office on fire, and 





Peshawar have burned. buses, 
gry demonstrations to demand the 
ing of the ban. 

;overnment attempts to replace 
cted student unions with largely 


ninated student councils failed in 





















only in passing in the na- 
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ties are patrolled by armed police 
. attendance is thin in colleges 
e protests have been staged. 

he ad cee is being led 


Ceremonial guards give 
Way to the real thing 
after assassination threats 


By Salamat Ali in New Delhi 


in India has put an end to the era of 
'asual security in New Delhi when 


han necessity. Now heavily armed 
security personnel are a common sight 
n the capital in direct response to im- 
elligence reports that Sikh extremists 
have targeted some of the country's 
‘most prominent political personalities 
-for assassination. 





Punjab University in Lahore set the 
thers in Karachi, Lahore, Rawalpindi | : 


en soldiers as hostages and held: 


st institutions after most chosen 
udents — to ea — 


ress. The media blackout has. 
sd the protesting students to resort. 
inusual methods of protest, such as 
attack on the vice-chancellor's of- y 
in Lahore. Colleges and univer- | 


"he recent wave of political violence | 


guards were more a matter of form | 


_ According to intelligence reports. 


rotests over a new ban on student u 
universities and threatens to disrupt others 


eless viole eht, have. developed E 
confrontations which are 





| was aware of 





i most Sean have "been" 


ments." 


by the Islami Jamiat-e-Talaba (LJT), 


the student wing of the Jamaat-e-Is-. 


lami, which controlled most of the stu- 








more than 200 are still held. Some of 
the arrested student leaders, particu- 
larly in Punjab, have. allegedly been 
beaten and tortured and the IJT has 
produced pictures and eyewitness ac- 
counts to back up these claims. This 


has created ill-will towards the gov- 
ernment.among Jamaat-e-Islami sup- 
„| porters and independent Muslims who: 
- | reo provided civilian backing 
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range from torture to attempted sodomy. 
Zia recently announced at a meeting 









Parliament 
Singh, former prime minister Charan 
Singh, former foreign minister Atal 
Behari Vajpayee and Haryana Chief 
Minister Bhajan Lal as well as several 
MPs and journalists. 

Sethi declared in parliament that he 
“threats posed to the 
lives of certain VIPs by extremist. ele- 
He mentioned also threats 
from the Kashmir Liberation Front 
which was involved recently in the 
murder of an Indian diplomat in Bri- 
tain. These fears were inflamed by re- 








ports of Sikh extremists attempting to 
- hire 


international 
under contract to 
dhi, 
payee. 
Sethi also told parliame t. that the 


terrorist gangs 
kil Mrs Gan- 
Rajiv, Charan Singh and Vaj- 


Research and ida dcr à Wi ing: of the. 





Aere loudly 

we could say that there may not be 

democracy in the country butthereisat 
least decency under Zia-ul Haq. But the 
behaviour of policemen towards stu- 
. dents is changing all that.” Allegations 
of police brutality made- by. students 


me Affairs ter P- C. Se E 


dent unions — — wer ital nned. | 





— Jgabindts aderetariat - — cóuntry' stop 
intelligence agency — was put in 
charge of the matter. Some. of. the 





Pakistani Embassy in New Delhi de- 
| scribed the diced as absurd, - — 





reted by officials at jower i 
levels as a signal to use force rather 
than tact in dealing with politically re- 
lated protests. 

Most observers agree that the góv- 
ernment has somewhat mishandled the 
student situation. A professor at the 


.| University of Karachi pointed out: 
s | "They wanted to bar politics and vio- 
K lence from campuses but the ban has 
| produced more of the same.” 


Instead. of banning all student 
unions and organisations, the govern- 
ment could have reconstituted the 
unions to curb their interference in 
non-student matters. Universities 
could have weeded out so-called pro- 
fessional students — paid full-time 
workers of political parties devoted to 
political work — who were usually 
those principally involved in campus 


| violence. Genuine students’ right to or- 


ganise could then have been protected. 
The blanket ban has provided great- 


er justification for banned political 
at parties to interfere in educational ì in- 





— want the restoration of the right to 


engage in organised. activities. The 
governinent has also failed to establish 
any dialogue with student leaders, and 
this has caused more ill-feeling. As one 
student activist put it: "The only real 
dialogue this regime has is with civil 


| servants. Civil servants think they 
' with newspaper editors that hehador- | 
dered an I Lir of the allega- - i | 

t been taken | what we think." 


know everything and their job is to tell 


us what to do rather than to find out 


; n 
































marked leaders themselves received 


warning letters from the Sikh ex- 


tremists. 

One of the extremist groups — the 
Dashmesh Regiment — has declared it 
would begin assassinating one promi- 
nent national personality a day unless 


. the ban is lifted on the recently pros- 


cribed All-India Sikh Students Feder- 
ation and its arrested 200-odd activists 


released unconditionally. The ex- 


tremists warnings are not taken 
lightly. Officials are worried by the 
simultaneous burning of 37 railway 
stations in Punjab by this group, indi- 
cating a high degree of training and ef- 
ficient military planning. | 

Some newspapers have suggested 
that Pakistani saboteurs masquerad- 
ing as Sikhs have been involved in 
some of the incidents, though the 
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come fo the professionals. © 


Swiss Bank Corporation 


“Foreign exchange is one area 
where the need for professionalism 
at every stage is glaringly ob- 
vious. We like to think that's why 
so many customers come to us. 
And we're pretty sure 

that's why they stay with us." 

Arno Semadeni, 

Senior Vice President 


If foreign exchange is important 
to your business, you already 
know how much you need profes- 
sional advice as well as pro- 
fessional execution. The ability to 
anticipate sudden swings on 

the currency markets, and to pro- 
tect yourself accordingly, can 

be just as important as the split- 
second timing and vast 

network of contacts required to 
conduct the actual transactions. 
Our worldwide experience 

and organizational depth are big 
advantages on both counts. 
There's a historical aspect, too. 
We developed our foreign 
exchange expertise in response 
to our customers' needs. 

And our customers have been 
internationally oriented, 

and very exacting, for more than 
a century. 

So when you have a question in- 
volving foreign exchange, 

we're pretty sure we can help. 





Swiss Bank Corporation 
Schweizerischer Bankverein — 
oociété de Banque Suisse 


The key Swiss bank 





General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 
Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: 
Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. 

Lintas Zürich SBV 184 


41 












> 


-JT "—$x. er oe ee wv 
* E 1 a 
s "Ld. 


LE QW; P»... une times 


"Tac 


~~ 


qT' amt N47 


— 7 d. I". "^ 


’ 
p^ * J " 
: ^ 
- y h * 
id be 
Aa» 4 " 1 ET i 
* fa. t 

Mishima minutes before his death: 'My heart's 
was for Death and Night and Blood.’ 
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leaning 


By lan Buruma 

n 25 November 1970, Yukio Mishi- 

ma, already one of Japan’s most fa- 
mous novelists, achieved a form of im- 
mortality. The manner of his death on 
that day ensured that his fame would 
last a long time — longer perhaps than 
his books merit. He died by ritual Ja- 
panese suicide, or seppuku: dressed in 
a military uniform of his own design, 
he broke into a military base in Tokyo, 
delivered a patriotic speech to soldiers 
of the Self-Defence Forces in the vain 
hope of inspiring them to stage a coup, 
and after plunging a sword into his 
belly, was decapitated by a member of 
his private army. 

This extraordinary act was univer- 
sally condemned by Japanese news- 
papers. The then prime minister, 
Eisaku Sato, called Mishima a mad- 
man. Literary critics, cultural experts, 


friends of Mishima, politicians and fel- 


low authors wrote lengthy articles of- 
fering widely different explanations. 
Some said it was the ultimate expres- 
sion of Mishima’s erotic fantasies 
(“But my heart's leaning was for Death 
and Night and Blood”). Others saw it 
as a political act. Still others felt that 
Mishima was a desperate man feeling 
his youthful power and brilliance slip- 
ping — he had not had a literary suc- 
cess in years. 

But the most common reaction in 


Japan was one of extreme ambiva- 


lence. Radical leftists saw Mishima as 
a dangerous political enemy, but 


| wished, in the words of one student 


leader, *that we had people like 


L a, Mishima on our side." The then 
+. defence minister, present Prime 


* Minister Yasuhiro Nakasone, 


* who had personally introduced 
~~~ Mishima to many of his military 


~ contacts, "sympathised with 
~ Mishima's feelings, without 
' condoning his suicide.” 


Another common reaction was 
voiced by a housewife who said 
she “would have admired Mis- 
hima more had he committed 
hara-kiri in his own home in- 
stead of making a public spec- 
tacle of himself.” A well-known 
female novelist stated that she 
disliked the man and his man- 
ner of. death but could not 
“criticise what I couldn't do 
myself.” A white-collar worker 
interviewed after the event 
even expressed a certain envy: 
“I've often feel like dying, but 
being an ordinary family man I 
can't.” 


For Yukio Mishima the sword . . 
proved mightier than the pen 












Mishima's death certainly kicked up 
a lot of dust. But apart from a small 
number of extreme rightists — some of 
whom still revere him as a god — few 
thought his death was in any way 
splendid. It was all too reminiscent of a 
past most Japánese wished to forget; 
the man was out of touch with modern 
Japan and besides, people had grown a 
little tired of Mishima's antics. If any- 
thing, like Nakasone, who distanced 
himself from his former friend by ex- 
tolling the virtues of post-war Japan, 
many felt a little embarrassed. 

Sales of Mishima's novels did pick 
up following his spectacular death, but 


The soldier with his private army: patriotism. 


according to people in the publishing 
business, his books do not sell well any 
more. Today, little is being written 
about Mishima. As with many things in 
Japan — out of fashion, out of mind. 
Like Zen Buddhism and the Way of the 
Samurai, Mishima seems to have joined 
those Japanese institutions which fas- 
cinate foreigners more than modern 
Japanese. Mishima's only true bio- 
graphers to date, Henry Scott Stokes 
and John Nathan, are, of course, both 
foreigners. 

It seems wholly appropriate, there- 
fore, that a Hollywood director, Paul 
Schrader, has just begun shooting the 
first biography of the author on film. 
Starring Japanese actors and made in 
Japan, Mishima will be distributed 
worldwide by Warner Brothers in Ja- 
panese, but with English subtitles. The 
hope for a large Western audience is 
not entirely unfounded. Although Mi- 
shima to most Westerners is still "the 
man who committed hara-kiri," his 
books sell well in Europe and the Unit- 
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ed States. Like German author Her- 
man Hesse, he has become obligatory 
reading for many adolescents all over 
the West. Is this simply a case of the 
prophet in his own country or is there 
something about this supposedly typi- 
cally Japanese author which holds a 
special appeal for Westerners? 
Mishima was in many ways untypi- 
cal of Japanese writers. He spoke ex- 
cellent English, surrounded himself 
with Western artifacts, had many 
foreign friends and craved fame in the 
West. And certainly the Western press 
seemed less perplexed at the time of 
Mishima’s death than its Japanese 
counterparts. A correspondent of The 
New York Times explained: “What Mi- 
shima did was quintessentially Japan- 
ese and the Japanese recognise it and 
take heart in it. His seppuku came in 
the midst of a national search for iden- 
tity in which the Japanese are looking 
into themselves, their history and their 
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The martyr; 


culture to discover again who they are. 
Mishima's memory may well be- 
come one of the beacons lighting the 
way." 





t has not turned out that way. But 

the image of the Oriental artist fight- 
ing for his traditional culture against 
the corrupting influence of the West 
appeals to the liberal conscience — or 
guilt — of many Western intellectuals. 
And the way Mishima fought fitted Ja- 
panese stereotypes in the West re- 
markably well. It is of course precisely 
this image of the fanatical stomach- 
slashing Japanese which the Japanese 
themselves resent. Mishima was not so 
much “quintessentially Japanese" as a 
caricature of a Japanese: his Japanese- 
ness was so theatrical that he was al- 
most like a Westerner posing as a Ja- 
panese. What was real and what was 
play-acting, what Japanese and what 
Western, was not clear. This cannot 
but have added to the feeling of am- 
bivalence among his countrymen. 
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Whatever most Japanese think of 
Mishima now, Schrader regards him as 
a great artist and his life as "the most 
important life of a novelist since World 
War II." Mishima, to Schrader, repre- 
sents the 20th century artist's "crisis 
between literary expression and ac- 
tion." Writing was not enough for Mi- 
shima, he wanted to be a man of action, 
an athlete, an actor, an activist. Ac- 
cording to Schrader, Mishima “antici- 
pated the Norman Mailer phenomenon 
— expressing oneself more through 
self-promotion than books — and did 
it better than anybody else.” 

The artist as hero is very much part 
of the romantic Western tradition; in 
Japan, however, he is an anomaly. In 
pre-modern Japan, artists — including 
writers of fiction — were hardly more 
respectable than fairground entertain- 
ers. Their political opinions were cer- 
tainly never sought. In modern Japan, 
writers have become talk-show stars, 
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actors portraying four stages of the writer's life; the fanatic: Western stereotype, 


but are still hardly taken seriously. 
And the more public their profile the 
more clownish they become: eccentric- 
ity of famous artists is tolerated by the 
highly conformist Japanese, though 
the price these artists pay is to be 
treated as buffoons. Mishima com- 
plained once that he "came onto the 
stage hoping to make the audience 
weep and instead they burst out laugh- 
ing." 

Mishima certainly saw himself as a 
romantic hero. And though his strug- 
gle was ostensibly against Western 
corruption of pure Japanese culture, 
with the emperor as its core, his models 
were almost all Western. His literary 
heroes were Oscar Wilde, Raymond 
Radiguet — who died when he was 20 
— and the German poet Rainer Maria 
Rilke. In his narcissistic worship of the 
superman, he often quoted from 
Nietzsche. According to the American 
critic Donald Richie, who knew Mishi- 
ma well, he was perhaps most like the 
equally narcissistic Italian author 





MYTH-MAKING 


Gabriele D'Annunzio, whose Martyr- 
dom of St Sebastian he much admired 
— he had photographs taken of himself 
posing as the martyred saint. 


E his nationalism and emperor 
worship were partly inspired by the 
West. His ideas were much influenced 
by a nationalistic literary group in the 
1930s and 1940s called the Nippon 
Roman-ha who considered the war 
sacred and the Japanese race superior 
to all others. Their ideas had all been 
cribbed, however, from the 19th cen- 
tury German Romantic movement. Mi- 
shima himself once said he felt more 
German than Japanese. As for his wor- 
ship of the emperor as absolute ruler, 
this isnot so much traditionally Japan- 
ese as modern Japanese nationalism 
modelled on Western imperial powers. 

Mishima's taste — often bad — for 
morbid European aesthetics is not 


unique in Japan. Fantasies of Western 





caricature. 


decadence often blend well with a 
morbid streak that runs through Ja- 
panese culture. Many of Mishima's ar- 
tistic friends, especially during the 
1960s, such as Tatsuhiko Shibusawa, 
the translator of the Marquis de Sade, 
or the avant garde dancer Tatsumi 
Hijikata, shared his tastes. (Curiously 
enough, the greatest fans of this kind of 
thing in Japan are adolescent girls, for 
years Mishima's most faithful readers.) 

The most typical and certainly the 
most scandalous of Mishima's specta- 
cles in this vein was the film Yukoku, 
which he directed and starred in him- 
self. Mishima plays a young officer 
who failed to take part in the aborted 
military coup of 1936. To make up for 
it, he commits hara-kiri with his wife, 
which is shown in great length and de- 
tail. While blood splashes all over the 
screen, music by Richard Wagner bel- 
lows im the background. 

It is hard to take this kind of comic- 
book violence seriously, but this blood 
and — literally — guts kitsch was 
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M shima. asis —€— does 
not plan to show much of this in his 
film. The suicide, which was Mishima's 


- final and most spectacular act in his 


extraordinary psycho-drama will not 
be shown in all its bloody horror. 
Schrader, despite his own taste for 


- dramatic violence (he wrote the script 


for Taxi Driver), feels that showing all 
would be “exploitative.” 
Nor, according to his present plans, 


- will he dwell on Mishima's homosex- 
ual and political excesses, both so 


much part of the author's life and 
works. Schrader says that he is more 
interested in Mishima's dilemma of 
the artist vs the man of action. Fair 
enough. There is another reason, 
though, why it is difficult to lift the lid 
off Mishima's darker doings. Namely 
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Yoko  Mishima, — 
wishes to be remembered as the wife of 
a great writer and not of a self-destruc- 
tive freak. She has done everything in 
her power to delete any evidence of the 
latter. For example, Yukoku can no 
longer be seen, because all copies have 
been destroyed. It is almost impossible 
to do anything on Mishima, especially 
shoot a film, without the widow's per- 
mission: his old publisher will not even 
discuss his work without an introduc- 
tory letter from her. 

Schrader managed to get permission 
to do his film, but not without making 
compromises. The film cannot show 
any members of the family and cannot 
be about homosexuality or politics. Al- 
though Schrader is trying to get 
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satisfy the widow, who is already say- 
ing publicly that the film is going too 
far. 

. The attitude of other Japanese to 
Schrader's venture appears to be as 
ambivalent as their feelings about Mi- 
shima himself. Schrader summed it up 
rather well: *The Japanese don't want 
Mishima for themselves, but they don't 
want to give him away to foreigners 
He also feels that "nobody 
here thinks it can be any good." Most 
Japanese are convinced that no for- 
eigner could possibly understand Mi- 
shima. One could argue that only for- 
eigners can, but we will have to wait 
for Schrader's film, to see whether he is 
one of them. 





Bom 326 BC to 1984 — time 
stands testament to Gandhara 


By Jamal Rasheed 


O° 6 May, the first exhibition 
abroad of Pakistan’s Gandhara art 
will pack up in Tokyo and head south 
for Osaka where it will spend some five 
weeks (12 May-17 June) under the 
public gaze; from there it heads south- 
west to Fukuoka (23 June-15 July). 
The 140 or so exhibits were shipped to 
Japan for the exhibition's February 
opening in Tokyo, and were accom- 
panied by a team of Pakistani experts 
who are keeping a protective eye on 
these ancient objects — particularly 
the more priceless pieces such as the 
famous Fasting Buddha from the La- 
hore Museum. 

Gandhara was the first name of the 
region stretching west of the Indus 
from present-day Rawalpindi to the 
lower Kabul valley. From about 500 
BC this region was a centre of Buddh- 
ism. However, the real development of 
the Gandhara style came with the 
Greek invasion of Alexander the Great 
in 326 BC. Greek colonists settling in 
this region embraced Buddhism and 
the stone sculpture of the period is rich 
with Greek motifs — a superb combi- 
nation of the classical Hellenistic style 
and that of the Subcontinent. 

The later Mauryan rulers and their 
greatest king, Ashoka the Great, who 
ascended the throne of the kingdom of 
Magadha (now part of India's Bihar 
state) in 270 BC, also developed 
Buddhist art. Ashoka is famous for 
building the enormous stupas in the re- 
gion, with the life story of Buddha en- 
graved on their stone surfaces. Re- 
mains of these stupas are still visible in 
Taxila, in sites near Peshawar and the 
Swat Valley. The Kushan dynasty that 
followed and ruled from around AD 
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100-470 advanced the Gandhara style 


even further: finally it was destroyed 


by the invasions of the White Huns or 
Epthalites. The Buddhist priests fled 
north into China or scurried into the 
deep valleys of the Hindu Kush in Af- 
ghanistan. Here another centre was 
to rise at Bamian where huge Bud- 
dhas have been carved into rock faces. 

Pakistan's best preserved monastery 
of the period stands in a little village 
called Takt-i-Bahi. Situated off the 
main road between Peshawar and the 
Swat Valley the monastery is perched 


on a hill overlooking thousands of 


acres of rich farmland from where it 
used to draw tribute. The monastery it- 
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self resembles a fortified castle with 
enormous walls ringing the central 
praying area: a team of Italian ar- 
chaeologists has unearthed the entire 
complex. Relief panels of the Buddha 
which covered the walls have been 
shifted to various museums. 

The heartland of Buddhism in Pakis- 
tan is the now-famous tourist resort of 
the Swat Valley. At the head of the val- 
ley is Saidu Sharif, the principal town 
where the former ruler of Swat, the 
Walli of Swat, lives in retirement with 
his family. The road winds along one 
side of a broad, lush green valley with 
the fast-flowing Swat river just below. 
Above are Himalayan peaks capped in 
white, The valley slowly narrows until 
the river below is a cascading torrent 
and at Kalam — an excellent place for 
fishing and climbing — the head of the 
valley is reached. The Swat Valley used 
to contain some 70 monasteries and its 
beauty was obviously much ap- 
preciated by the Buddhist monks who 
carved rocks, painted rock-wall mur- 
als and built stupas and monasteries 
along its length. Not much is visible 
now but at Saidu Sharif there is an ex- 
cellent museum of Gandhara art. 

The real centre of Gandhara preser- 
vation, however, is the Peshawar 
Museum. All the panels of Buddha's 
life taken from various local stupas 
which were used to decorate a single 
stupa are preserved there. In fact many 
panels used to be mass produced so 
that as kings such as Ashoka put up 
more and more stupas, the panels 
would be readily availáble. 

The most frequent tourists to the 
Swat Valley are Japanese — many 
flock there like pilgrims. They. also 
tend to buy real and fake pieces of 
sculpture, the prices of which have 
shot up over the past few years. Even 
though it is illegal to buy and take 
Gandhara art pieces out of the country, 
Pakistani journalists have unearthed 
numerous scandals. Even museum di- 
rectors have been involved in shipping 
out genuine Gandhara objects which 
end up at auction rooms in the West. D 
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The fatter the 
country, the 
thinner the stars 


By lan Buruma in Hongkong 


It would be nonsense to talk about Asian 
cinema as if it were a cohesive whole. The 
two largest national film industries, the 
Japanese and the Indian, are a continent 
apart, culturally and economically as 
well as geographically. Only on a very 
basic level — laughter at someone slipping on a banana 
skin or tears over a child losing his mother — is there any 
common ground between them. The vast differences among 
the national cinemas of Asia are exemplified by the film 
stars themselves. Japanese stars, wide-eyed and willowy, 
hardly look a day over 15. Indian stars can still be stars 
even in middle age and the ideal of beauty inclines more to 
the statuesque. The physical diversity — quite apart from 
race — can be explained partly through simple economics. 
The rule of the thumb is this: the more prosperous the 
country, the thinner the stars. Modern Japanese audiences 
are very young and generally overfed, hence their idols 
tend to be pre-pubescent matchsticks. Indian audiences 
are, on the whole, decidedly less well off: thus Indian stars 
— such as Raj Kapoor, as popular as his Bobby of the 1970s 
— look sleek and prosperous. 

Still, these cultural differences aside, there are things 
most film industries in Asia have in common. One is the 
continuous struggle of a handful of sophisticated directors 
trying to make personal films in an industry which must 
cater to an unsophisticated, often rural mass audience in 
order to survive. Such brave artists as Lino Brocka in the 
Philippines, Teguh Karya in Indonesia, Cherd Songsri in 
Thailand and, of the older generation, Lester James Peries 
in Sri Lanka and Satyajit Bay in India are well known 
figures among film buffs in the West. But they still have a 
very hard time in their own countries. 

Some — Ray for example — have not made any 
concessions to the mass market. Ray has fought throughout 
his life to make the films he wants and if they can be 
appreciated only by the Bengali intelligentsia and Western 
enthusiasts, so be it. Mrinal Sen, a fellow Bengali, has also 
kept hisartistic and intellectual integrity, while appealing 
to a minority of his countrymen. But the rising costs of 
film-making have made it almost impossible for artists 
such asSen and Ray to keep on making the films they want. 

Even in Japan, where 
audiences might be 
assumed to be among 
the most sophisticated 
in the world — an 
assumption which is not 
entirely unfounded - 
artists have to pày a 
high price for keeping 
their integrity. Ever 
since the Japanese 
industry was plunged 
into the doldrums bv the 
advent of TV in the 
1960s, the commercial 
cinema has stuck to safe, 
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Dimple and Rishi Kapoor: in Raj Kapoor's Bobby. 





unimaginative formulas, There was no longer room for 
such expensive mavericks as Akira Kurosawa. or such 
so-called New Wave directors as Nagisa Oshima, Kiju 
Yoshida or Shohei Imamura. Oshima has had to look for 
financial backing in Europe; Yoshida has not made a 
feature film for more than à decade, and Imamura, too; 
spent the entire 1970s making nothing but (excellent) TV 
documentaries. 

The situation in Hongkong is, if anything, worse. 
Commercially the Hongkong cinema is doing very well, but 
itis still almost impossible for serious film-makers such as 
Allen Fong to make personal films, let alone get them 
distributed. Although Hongkong audiences are still 
relatively unsophisticated, there are enough people 
interested in films other than kungfu and comedy to 
provide an audience for more personal movies. Allen 
Fong's Ah Ying, for example, played to packed houses. But 
after two weeks it was yanked out of circulation to make 
room for a mediocre kungfu spectacle. This made little 
commercial sense. The distributors simply lacked the 
imagination to try something different. 


irectors who want constant work have to 
D: A good example in Japan is Kon 

Ichikawa, famous for his documentary film of the 
Tokyo Olympic Games in 1964. His craftsmanship is 
always high and sometimes brilliant, but since the 1960s 
his films have all too often reflected the bad taste of his 
producers. Only very occasionally has he managed to slip 
one past his masters. Last year he made a film based on 
Junichiro Tanizaki's novel Makioka Sisters, which was 
highly successful, both artistically and commercially 

Compromise is certainly the name of the game in 

Southeast Asia. The best an artistically ambitious director 
can hope for is to work within a commercial formula and 
subvert it by sneaking in what he wishes to convey. Social 
messages, technical innovation and dramatic experiments 
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must be disguised in a form 
the masses find palatable. 
This is true of Hollywood or 
any other commercial cinema 
too, of course, but the gap 
between provincial audiences 
and big-city cinephiles in, 
sav, the United States, 
though often wide, is 
nowhere near as large as in 
any Southeast Asian 
country. Also, there are 
other outlets in the West and 
increasingly in Japan and 
India for smaller, more 
personal films 

Because of the necessity to 
compromise, some Asian 
directors have become past- 
masters of the delicate art of 
balancing the tastes of 
disparate audiences. Teguh 
Karva's films, for example, 
are composed of several 
layers: there is a layer of 
pure entertainment — often 
melodramatic, even gushy. 
But underneath this sugar coating lies the work of a witty, 
sharp and perceptive man, dissecting the social complexity 
of modern Indonesian life without ever becoming 
ponderous or facile. 


herd Songsri uses the same technique. Like Teguh, 

he is also a very shrewd businessman. It is no mean 

feat to be an independent producer in Thailand and 
commercially successful to boot. Cherd's latest film Puen 
Paeng is a perfect example of his method. It is a 
melodramatic love-story set in the beginning of the 
century, starring the biggest star in Thailand, Sorapong 
Chatri. None of this is remarkable. What is special about 
the film is the way the director uses this ordinary 
melodrama to express so much more: the delicate social 
relations in rural and urban families, the awakening 
sexualitv of a voung girl, the psychology of male-female 
relationships. But what is truly extraordinary are the 
sensitive performances Cherd coaxed out of an overworked 
superstar and his opposite number, a complete amateur. 

Perhaps the most 
interesting 
instances of 
popular film- 
making are to be 
found in the 
Philippines. 
especially in the 
work of Lino 
Brocka. Brocka 
started making 
movies in 1970 and 
has been in the 
forefront of the 
movement to 
encourage Tagalog 
the native 

language of 
southern Luzon — 
culture. Film has 
plaved a major part 
in this and 
film-makers have 
an advantage over 
writers. The reason 
is that most 
Philippine 
intellectuals are 
educated in 
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Teguh Karya: films of several layers. 





Lino Brocka's Bona: among the best expressions of Tagalog culture to date. 


English, hence read and 
write in English. It is the 
working class that reads 
Tagalog, mostly comic 
books. Thus serious 
literature in Tagalog has 
trouble finding an audience. 

Film, being a more 
popular medium, has a 
much broader appeal. 
Brocka has drawn heavily 
from Tagalog comics in his 
films in order to capture 
the mass audience. But he 
also wishes to attract 
intellectuals and it is 
significant that major 
Tagalog writers, such as the 
poet Pete Lacaba, have been 
responsible for some of his 
scripts. Brocka's best films, 
such as Manila in the Claws 
of Darkness or Insiang, have 
been both critical and 
commercial successes and 
they, rather than any other 
art form, are perhaps the 
best expressions of Tagalog culture to date. 

Still, encouraging as the works of these few film-makers 
are, they are still rarities in a sea of mediocrity. Mediocrity 
comes in many forms, of course, one of the most popular : 
being to shoot endless imitations of Hollywood hits. The 
success of, for example, Rocky in India was followed by 
countless local versions, each one even worse than the 
other. Hollywood is also seen by many Asian producers as 
well as governments as a commercial threat and 
protectionism in the form of quotas is common. 
Protectionism is not aimed only at Hollywood, however. 
Malaysia bars Indonesian films; Pakistan bars Indian 
films; South Korea keeps Japanese films out, as does 
Taiwan. 

The reasons for these measures are partly commercial, 
partly political. Whether they are a good thing, is 
debatable. Some industries may indeed be too fragile to 
cope with an influx of films from stronger neighbouring 
countries or Hollywood. But keeping foreign cinema out of 
the country is certainly not the best way to make an 
audience.more 
sophisticated in its 
taste. 

But there are more 
serious threats to the 
film industries of 
Asiathan Hollywood 
imperialism. One of 
them is video 
entertainment. Like 
TVinJapaninthe 
early 1960s, the 
video boom has 
taken countries in 
Southeast Asiaand 
theSubcontinent 
more or less 
unawares. The 
effects have been so 
pervasiveand so 
quick totake place 
that thecinema has 
not been ableto 
adapt toit yet. The 
videobusinesshas 
been particularly 
damagingto Third 
World film 
industriesasit has 
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notbeenthenaturaloutcomeofgraduallyevolving — 
technology, as TV wasin the US or Japan. Rather, technical 
evolution was simply bought, likea new product. 

It is now cheaper in a small Thai town to run pirated 
videotapes of Hollywood hits or TV soap operas (often from 
Hongkong) in a small theatre or even cafe than to operate a 
fully fledged cinema. As movie theatres close, costs of 
producing films rise and the industry panics. The same 
vicious circle of dwindling audiences and worse films 
leading to even smaller audiences, that has plagued the 
Japanese industry for decades, can now be seen in 
Southeast Asia. The Japanese and European solution, 
limited-circulation films for a cultural elite, is not really an 
option yet in Southeast Asia, where the cultural elite is 
simply too small to support a local cinema. And those 
middle-class Thai, Malaysians or Filipinos who go to the 
cinema at all prefer Western films anyway. 

Still, the Asian film industries are unlikely to go under 






CINEMA IN ASIA 





completely and in most countries they are already 
beginning to adapt to changing circumstances. In 
Thailand, which is perhaps the hardest hit by the video 
boom, cinemas are being replaced by so-called mini- 
theatres, which are much more economical. In Japan — as 
has happened in Britain and West Germany — TV, by 
sponsoring film productions, may end up bailing out parts 
of the industry. The most commercially successful 
Japanese film last year, Nankyoku Monogatari, was 
financed by Fuji Television. If the problem of piracy can be 
solved, video could also become a major source of revenue 
for the cinema, instead of a crippling competitor. Film will 
almost certainly lose its monopoly on mass entertainment, 
but one hopes that as a result quality will replace quantity 
as the yardstick of success. 0 





JAPAN 


Should we be proud of them or do 





By lan Buruma in Hongkong 


conjures up images of grunting samurai 
slicing each other to pieces. There are 
indeed such films, though violent samurai 
movies are just one genre — or, more 
accurately, one aspect of a large genre, 
known as jidaigeki (period films). There are period films 
based on Kabuki plays, the 16th century civil wars and on 
17th and 18th century merchant life. And there are even 
pornographic period films such as The Shogun and His 55 
Concubines. 





The Japanese, who love to pigeon-hole everything, neatly 


type-categorise their films. These categories include: 
nansensu mono (nonsense things/slapstick); haha-mono 
(heroic mothers); seishun mono (teenagers); salaryman 
mono (office workers); yakuza mono (gangsters); 
shomingeki (the common man); homu dorama (home 
drama) and roman porno — soft pornography with 
romantic plots, a formula which fits the majority of today’s 
films. 

The four major production companies — there were five 
until Daiei switched to 
supermarket operation — 
Toho, Shochiku, Toei and 
Nikkatsu, each specialise in 
specific categories. Most of 
the soft porn comes from 
Nikkatsu, while the seishun- 
mono are produced by Toho 
and sentimental films about 
the working man are typical 
products of Shochiku. Like 
Hollywood's bad old days, 
most Japanese actors and 
directors are under contract 
to one of the major 
companies: and being 
Japanese companies, 
employee loyalty is 
expected. Gangsters are 
known to have been hired to 
maintain discipline: a 
famous matinee idol in the 
1950s, who was foolish 
enough to want to switch 
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Japanese cinema, in many people's minds, 





they pander to foreign tastes? 


companies, had part of his famous profile slashed with a 
razor to remind him of his duties. 

Because many company film directors spend most of 
their working lives making one type of film over and over 
again, the Japanese directors' craftsmanship is 
traditionally of a high standard. This is part of an old 
Japanese tradition in the arts: the master's techniques are 
imitated and the craft is perfected by endlessly remaking 
the same thing. Consequently, the level of technique is 
often disproportionate to the film's content. Soft porn 
films, for instance, are sometimes made by the finest 
Japanese film technicians. Unfortunately, the decline of 
the Japanese cinema has reduced the number of masters 
and the craft of film-making is not getting any better. 

The best studio directors, such as Tai Kato, an 
accomplished maker of gangster films, or porn specialist 
Tatsumi Kumashiro, are extremely popular in Japan, but 
largely unknown abroad. Japanese critics like to ascribe 
this to their uniquely Japanese style which cannot be 
understood by foreigners. A director such as Akira 
Kurosawa, on the other hand, who is famous all over the 


pe Taa R : 
Mainstay of Nikkatsu: producing most of the soft porn. 












E — pais 





' L4 
a) ome e nB n rah: Ti * 
x1 Lik d In 


e purity of his — He is often accu 
pandering to foreign taste, instead of being a 
universality of his spirit. 

There is an interesting, more recent example of this 
syndrome. Until Shohei Imamura won the 1983 Cannes 
Film Festival's Golden Palm award with his Ballad of 
Narayama, he was unknown outside Japan. He specialises 
in showing the seamy side of Japanese society, something 
most critics assume foreigners cannot possibly understand. 
Thus Imamura was regarded as quintessentially Japanese. 
But as soon as he had his first success abroad cries went up 
that he was catering to foreign taste. 

In other words, the great directors of the Japanese 
cinema who are most famous abroad — Kurosawa, 
Mizoguchi, Oshima — are, or in Mizoguchi's case, were 
anomalies of the Japanese system; mavericks who have 
had to fight for every frame of film which did not fit a 
formula. Directors more interested in making art than 
money always have a hard time dealing with the 
businessmen who control the industry — but Japanese 
artists have a harder time than most. The reigning 
philosophy in the Japanese film industry was neatly 
summed up by a famous producer 
of Toho: "I don't know anything 
about the cinema, but when a film 
makes money I know it's good." 

Kurosawa's battles with the 
industry are legendary: a 
perfectionist, he will hold up 
production for days waiting for just 
the right cloud formation. This is 
the sort of thing which drives 
producers to drink and also one of 
the reasons Kurosawa has not made 
more than one film — though he has 
written several scripts — in Japan 
since 1970. This was Kagemusha 
which won the Golden Palm in 
1980. 

Kurosawa is known in the 
industry as The Emperor — not 
meant entirely as a laudatory term: 
while real Japanese emperors are 
traditionally supposed to be neither 
heard nor seen, Kurosawa is more 
like a Roman emperor: autocratic, 
egocentric, in short, a 
megalomaniac. These are not 
qualities commonly admired in 
Japan, but most great Japanese film 
directors share them as a prerequisite to creating their art 
in an industry which is basically hostile to artists. 


cused of ^ the 


to transcend the common genres; or, rather, they 

have taken the formulas, turned them upside down 
and ended up with something uniquely their own. 
Kurosawa's samurai epics have little in common with the 
stock period film. Mizoguchi's exploration of 17th century 
merchant life is unlike anything else of its kind. And 
Yasujiro Ozu's home-dramas are great art in a banal 
guise. 

The greatness of Ozu, however, is subtle. Most Japanese 
still regard him as a skilful, but entirely conventional 
film-maker, who made very Japanese — hence 
incomprehensible to foreigners — films about middle-class 
family life. When foreign critics and audiences discovered 
him and proclaimed him to be one of the great cinematic 
geniuses, Japanese were rather shocked. Ozu was the last 
person they could accuse of pandering to foreign tastes. 
Something was obviously wrong here and Japanese critics 
still do not know quite what to make of it. 

Nevertheless, Ozu was undoubtedly a very 
individualistic artist who took no nonsense from anyone. 
Kurosawa, Ozu and Mizoguchi all made their greatest films 


T he masters of the Japanese cinema have all managed 
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industry made money, so the eodd maverick interested in art 
was tolerated — though only just — and a Kurosawa or a 
Mizoguchi was allowed to behave like an emperor. 

The advent of TV changed all that. Since the middle of 
the 1960s cinema ceased to be the main Japanese 
entertainment and it has been going downhill ever since: 
the 174 million tickets sold in 1983 were less than a sixth 
of the total sold in 1958. As was the case everywhere else, 
the film industry panicked. At first this had its advantages. 
As the studios started losing money and the cinema 
audiences got vounger, the seniority system in theindustry 
was sometimes dropped to favour younger directors. The 
principle, which was quite sound, wasthat young directors 
knew best what young audiences wanted to see. 

This led to the so-called Japanese New Wave: at 
Shochiku, youngsters such as Nagisa Oshima and Masahiro 
Shinoda shocked the old producers by experimenting with 
new forms; mocking the old formulas. Producers could put 
up with being shocked as long as the young directors made 
money, which they did. But when Oshima in particular 
became political as well as experimental, the shock proved 
to be too much and the young 
Turks were either reined in or 
kicked out. 

And so began the long dark night 
of the Japanese cinema. Instead 
of restructuring the industry to 
cater to a new type of audience — 
smaller, younger and more 
discerning — as Hollywood has 
since done, the Japanese companies 
stultified. They went on pretending 
that the old mass audience was still 
there, cranking out endless remakes 
of old successes, starring the same 
old matinee idols, in a pathetic 
attempt to retrieve the good old 
days. Young film goers deserted in 
large numbers to the more exotic 
delights of Hollywood or Alain 
Delon. Hence, as far asthe Japanese 
cinema was concerned, a familiar 
vicious circle was set in motion: 
money was lost, films got worse and 
still more money was lost. 

The genres which had been the 
mainstay of the commercial 
Japanese film industry stultified 
too, or worse, became caricatures of 
themselves. For years Shochiku had been famous for its 
somewhat sentimental, but nevertheless sometimes 
powerful films about the working class. These shomingeki 
— common man plays — dramatised lifein the dense inner- 
city areas known as shitamachi (downtown). The denizens 
of shitamachi — like the Cocknevs of old London — are 
celebrated for their warm emotions, their quick wit and 
their close relationships. 

Alas, most of this warm shitamachi life came to an end 
when the cities themselves were obliterated by American 
war-planes. What was left of the old life was crushed by the 
commercialism of Japan's economic miracle. Shitamachi 
still lives on, however, in a series of films which has helped 
Shochiku survive as a company. The series revolves around 
a jovial tramp called Tora-san, whose tragi-comic 
escapades reinforce the cosy togetherness of his mythical 
shitamachi family. The Tora-san series is extremely 
repetitive, very sentimental and highly popular. Tora-san 
is a kind of national icon, who represents all the warm 
human virtues the Japanese like to think they as a nation 
uniquely possess. There have been more than 30 Tora-san 
movies since the series began in 1969. 

Another company to have turned its traditional 
speciality into a caricature is Nikkatsu. Known for its 
tough and sometimes sensational social realism, the 
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. €ompany has been reduced s 

producing only soft porn. Thre oman | 
usually about rape or some other form of sexual vio ence, 
come out each month, The films are often surprisingly well 
made on minimal budgets and there is enough of an 
audience — mostly students and young salarymen — to 
keep the genre going. 

In 1983 some 500 Japanese films were made and 
distributed. About 70% of these were soft-porn. No 
wonder, then, that some porn directors — following the old 
craftsman tradition — should be highly accomplished 
film-makers. Tatsumi Kumasniro, for instance, has become 
a kind of cult figure cially among students — 
celebrated for the —— Japanese flavour of his 
films. 


onetheless, a national film culture cannot survive 
N solely on pornography and family comedies; though 

with some of the best older directors out of work 
and the young without much chance of making personal 
films, that is what the Japanese cinema is virtually reduced 


to. Kurosawa has observed more than once that “the 
Japanese cinema will only revive when the big companies 








Oshima's Merry Christmas, Mr Lawrence: financed in Britain. 


come crashing down.” This is unlikely to happen, however; 
for the companies have largely survived by branching out 
into other businesses — from supermarkets to studio 
rentals. 

The logical answer, then, is for young film-makers to 
work outside the main companies: there is indeed a lively 
underground-cinema scene in Japan. But this has its 
obvious limitations and, in the present state of the industry, 
it is almost impossible for the underground to become 
overground. The main problem faced by independent 
producers is distribution — by the so-called block-booking 
system the four major companies almost entirely 
monopolise the country's cinemas. The way around this is 
for an independent producer to sell the distribution rights 
toone of the major companies. (Many of Oshima's films, for 
example, were made independently but distributed by 
Shochiku.) 

This does not always work, however, and many excellent 
films fall by the wayside or are never shown publicly at all. 
Even movies made for the Art Theatre Guild — a 
prestigious company started by a group of famous directors 
disillusioned by the company system in the late 1960s — 
often are limited to one or two art houses in the largest 
cities. These films are earnestly discussed in late-night | 
cafes by critics sporting sunglasses and French berets but 
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they miss a wider audience, preventing them from making 
a profit and generating more ambitious films. 

Another solution is to find financial backing overseas. 
Kurosawa's Derzu Uzala was made in the Soviet Union 
with Soviet backing and his Kagemusha was partly backed 
by Twentieth Century Fox, one of the Hollywood majors. 
Oshima’s last three films were all financed by foreign 
companies, two in France and one — Merry Christmas, 
Mr Lawrence — in Britain. But this solution is a last resort 
and only the most famous directors can hope to benefit 
from it. 

But there have been signs during the past few years that 
things are changing for the better. More cinemas, such as 
the Cinema Square in Tokyo, are being set up outside the 
major company circuit. Saraba Itoshi Daichi, a film made 
and produced independently by a young director, Mitsuo 
Yanagimachi, was first shown at Cinema Square in 1981. It 
won every major award in Japan and, consequently, was 
shown allover the country. The major company producers 
have already realised that it is less risky to buy distribution 
rights of a film than to make 
it themselves; they are now 
starting to realise that 
independent films can 
be remarkably successful 
too. 

Success in the Japanese film 
world means being listed in the 
annual Kinema Jumpo top 10. 
Of the five films topping the 
list, four were made by 
independent producers. The 
best was Oshima's Merry 
Christmas, Mr Lawrence. Other 
winners were Kazoku Game, a 
sharp little satire on Japanese 
family life, produced by A.T.G. 
and Imamura's Ballad of 
Narayama, a co-production of 
his own company and Toei: 
Toki o Kakeru Shojo, a teenage 
love story, was produced by 
Kadokawa Haruki, a successful 
publisher of thrilling 
potboilers. 

Kadokawa Productions, 
though not liked by the sun- 
glasses and beret crowd, has 


| done more perhaps than any other company to break the 


monopolising grip of the majors on the film industry. The 
Kadokawa method comes down to what Americans call 
hype: first it picks one of its own bestsellers. Then, before 
the first frame of film has even been shot, an advertising 
campaign is unleashed in all the media which goes on until 
the product is ready to hit the market. In publicity- 
conscious Japan this usually does the trick. Even when 
the film is truly awful — which is often the case — 

enough people will have filled the cinemas in two or 

three weeks to guarantee Kadokawa Productions its money 
back — and usually much more than that. Kadokawa 
however poor its films, has at least opened up the rigid old 
system. 

This, as well as the efforts of more quality-conscious 
producers, has laid the foundations for a healthier 
industry. Although the Japanese cinema as a whole is still 
in pretty poor shape, this bodes well for the future. Even 
the audience last year was 10% up from 1982. And asa 
final bonus to film lovers everywhere, Kurosawa is about 
to start shooting a new Japanese film at last. It is a 16th 
century samurai epic entitled Ran (Disturbance), based 
upon Shake sspeare's.King Lear. Ty pically, the reason it can 


i! be made at all is that a French company is providing part of 


the backing. 0 
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` "al watieae films have been firmly stuck 
;; Oti the periphery of international cinema 
| for the past 30 years. Hampered by 
censorship and a lack of investment, 









| seemingly endless array of sentimental 

stories, historical epics and martial-arts films that 

ve received scant international attention. 

In the past two years, however, a series of films has been 

oduced that promises to change the image of Taiwanese 

inema at home and abroad. Among the best of the new 

ms, though there are still serious flaws in treatment, 

rection and acting, are The Sandwich Man, In Our Time, 

wing Up, A Flower in the Rainy Night and That Day, 

the Beach. 

These new films take a realistic approach to such 

bjects as poverty, prostitution, violence, marriage, the 

mily and youth that would certainly have raised the 

ickles of film censors only five years ago. The films also 

ome way to creating new standards against which 

g directors and actors will measure themselves in the 

ire. “In the past people concentrated on purely 

| aeria cinema. But there is now a new attitude and a 

' of looking at society,” 
h e Picture n c of the Government 
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: es, Suicide; — n — in ae | 
ntryside tothe problems of identity of country people 
ne city, that are the core of the new cinema. _ 

he Sandwich Man consists of three short films all taking 
eir titles directly from Huang's short stories — The Son's 
g Doll, Vicki's Hat and A Taste of Apples — directed by 
)u Hsiao-shen, Tsang Jong-cheung and Wan Jen. The 
part of the Taiwanese- language film tells the story of 
unemployed young father who is given the job of 
vertising a local cinema. He walks around town dressed 
a clown carrying his billboards and a small wooden 
ttle. The job, though it means a loss of face for his family, 
ws him to play his role as a father. The film is as much 
earch for the father's identity in a society that belittles . 
s job as it is a comment on poverty. 

In the second and third segments of the film, Vicki's Hat 
d A Taste of Apples, foreign elements are the catalysts of 
fortune and fortune. In Vicki's Hat a y oung man is badly 
vounded while trying to sell Japanese pressure cookers to 
'eople in the countryside who neither need them nor know 
vhat they are. In A Taste of Apples a worker is knocked 
lown and seriously i injured by an American car in which a 
igh- ranking army officer attached to the US Embassy in 























iis large family and all seems lost. But the American takes 
are of the situation with an immediate present ofa large 
um of money to the family. 

~ The three short pieces that go to make up the The 
Sandwich Man are closely observed studies of people at the 
bottom of Taiwanese society a decade ago. The films reveal 










ragedy without succumbing to sentimentality or .. 
roviding neatly packaged solutions todifficult situ ioris. 






Taiwanese film-makers have produced a | 


says Chiang Cho Min, director `| i 


ipei is travelling. The worker is the sole breadwinner ine | 








many of society's problems through a blend of comedy and ‘ 





This lack of easy; olutions to the problems of life is also the 
mark iS about : ople, In Our Time and 
Growing Up, though both tend towards the sentimental in 
the handling of relationships. 

Two problems that have rarely bee 








reated seriously in 


| Taiwanese cinema àre prostitution and the changing status 


of women in society. Flowers in the Rainy Night, directed 
by Wang Tong and That Day, On the Beach, directed by 
Edward Yang are landmark films in this respect. Flowers 
in the Rainy Night is thetale of the prostitute Pai Mei. Asa 
child she had been sold into a foster home and later sold | 
again into prostitution by her foster parents. When she | 
returns home as an adult for the funeral of her foster father 
she is despised by everyone though she has helped to feed 


the family and educate the children of her foster parents. 


 Yang's That Day, On the Beach is a lengthy study of 


women seek} n g Ad and dac un Md ina lae Uf Doo. 
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view ot society, "talk boat loch seul ungana gu i the listi it 
was make-believe. And we have to get rid of the Hollywood 
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mS NOR ` A the Hongkong cinema 





. has not changed in 40 years. It: remains a 
y popular cinema, turning its ideology to 
the mass psyche of the local population, 
creating as much as reflecting popular 

— opinion in the same way as TV and the 
press do. Helped by a laissez-faire production system — no 
union restrictions, free flow of capital — the industry can 
respond rapidly to market demand, exploiting the latest 
trends in time for seasonal peaks. 

The industry remains successful, confining itself to long 
established conventions of comedy, kung fu and historical 
epic. Some 67 million tickets were sold in 1983, a good 
figure ora population of 5.5 million. The — 10 lo cally 











influence," he added. “In Taiwan today there is a new film 
language and people are tired of love stories," says Wan 
Jen, the young director of A Taste of Apples. "Now there 
are no happy endings. In the past people needed the 
story to be very clearly defined, everything had to be 
— *— 
he enthusiasm for the new cinema 1s not only expressed 
by the directors, writers, producers and actors involved 
but also by various government officials. Economic and 
social changes in Taiwan over the past 10 years have given 
| the government and people in general a sense of security 
| and strength that now allows them to look at the recent 
past without feeling that their society is-being attacked 
from within. But viewing the newest films it has to be 
remembered that they are about the past and do not, forthe 
most part, reflect the conditions of society today 

Film production in Taiwan has dropped quite 
dramatically over the past two years, from 280 to 150-200. 
Various individuals have placed the blame on TV and home 
video for taking away the film audiences. In part this is 
true: but a more realistic attitude accepts that the quality 
of the films has not been good enough to attract regular 
audiences and that they are coming to expect higher 
standards. 

With budgets ranging from US$250,000-2.5 million for 
full-length features it is difficult to produce really high- 
quality productions. But budgets are only a small part of 
the problem. “We have to foster talented young people but 
that is difficult. And secondly there is a problem with 
equipment. We still don't have the best," explained Ming 
Chi, chairman of Central Motion Picture Corp., "and 
perhaps the biggest problem of allis that there is very little 
real investment since people are uncertaih about getting à 
return on their money." 

That there have been big changes in the quality of 
production, directing and acting in Taiwan is certain. The 
challenge for the future is in the international market. {J 








films made during the year and income 

from foreign films, the entire industry 
probably grossed around HK$350 million last 
year. 

The spectacular mega-comedy accounted 
for much of this healthy state. Once again, the 
independent Cinema City company led the 
field with the action comedy Aces Go Places II 
(a follow-up to their 1982 hit) which topped 
the home box-office gross at HK$23 million. 
Running a close second was Golden Harvest's 
Project A, a sprawling comedy about a group 
of marine policemen in Hongkong at the turn 
of the century. Both films show what sells best 
to local audiences — unrelenting slapstick, 
spectacular gags (car chases in the former, 
physical stunts in the latter), stars whose 
appeal lies not in their mystique but in their 
ordinariness and an inconsequential plot. But 
all thisis subordinate to marketing and timing 
and 1983 may very well go down as the year of 
the major campaign. The on-screen fumbling 
antics of Cinema City's production head Karl 
Mak and his cohorts, disguise an aggressive, 
pre-release marketing strategy that is so 











be 

effective that the actual film seems like an Jackie Chan: the biggest star since Bruce Lee. 

anti-climax. Following a huge deal struck in * 

1982, Golden Harvest's big productions are released | Zu: Warriors from the Magic Mountain; reportedly costing 

simultaneously in (its rival) Shaw Brothers' theatres to HK$23 million to make, it was thus the most expensive 

ensure saturation screenings. This massive promotion is Hongkong film to date, but its local takings of HK$15 

essential in Hongkong where films are expected to show million must be regarded as a failure. The film is 

maximum returns in the first week (or even days) or not at disappointing in other respects, too. Director Tsui Hark 

all. says the film follows the Chinese tradition of oral folk- 
The main kung fu offering of 1983 was ‘Golden Harvest's tales, but its heavy reliance on special effects (which 
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— robes and objets d'art) though some 
reconstructions in the Peking Film Studios 
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A one-dimensional approach also 
dominated The Burning of the Imperial 
Palace and Reign Behind a Curtain, Li 
Hanxiang's two-film historical epic on the 
rise to power of the empress dowager. Li 
finally severed his long-standing connection 
with Shaw Brothers and went to shoot in 
China, emphasising the veracity of locations 
(such as the Forbidden City) and props (actual 


were necessary. Those who remember Li's 
previous forays into the empress dowager's 
life may be forgiven for thinking these latest 
works are forgeries. Gone is Li's masterly 
command of historical atmosphere and his 
delicate handling of court relationships to 
shape narrative intrigue. In their place come 
exaggerated characterisations, crude acting 
and simple-minded history. At a perverse 
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Burning of the Imperial Palace a cartoon Cheng 
quality which is not altogether displeasing. 

While such films continued to dominate the commercial 
mainstream, a conspicuous few branched out into lesser 
charted waters. As a domestic comedy of manners, Alfred 
Cheung's Let's Make Laugh is a complete contrast to the 
popular mega-comedies. Yet it managed a decent gross of 
HK$15 million (a very tidy profit on its production cost) . 
and gave Shaw Brothers a much needed success. Overseas 
audiences will recognise the film as a virtual remake of 
Italian Lina Wertmuller's 1970s hit Swept Away, right 


down to the hysterical, overblown playing of its two 


protagonists. Artistically, Cheung's film is dismal, mixing 
Wertmuller and Woody Allen to no purpose. Perhaps what 
is surprising is not the film's local success — novelty always 
has some value — but that Wertmuller should emerge as an 





Perhaps the beginnings of 
a vital film culture 


By Paul Fonoroff in Hongkong 


has forged ahead faster than at any time 
since the founding of the People's 
Republic in 1949. During the Cultural 
Revolution (1966-76), there were periods 
when Chinese cinema was virtually at a 
standstill: between 1966 and 1970, for instance, only one 
motion picture (a two-reel animated film) was produced in 
the entire country. 

But by 1981 theindustry had recovered tothe extent that 
more than 100 features were produced — the highest 





annual output since the Greát Leap Forward movement of 


the late 1950s, but with one major difference. While the 
Great Leap Forward increases could not be sustained with 
annual production down to 27 features by 1961, the high 
output for 1981 was repeated in 1982 and 1983 and 
continued growth is forecast for 1984. 

Quantity aside, the content of Chinese films has also 
undergone a small revolution since the arrest of the gang of 
four in 1976 — in fact, several revolutions. Many movies of 
the late 1970s were just as dogmatic as Cultural 
Revolution—era films; only the villains and heroes had 
changed hats. But gradually, Chinese movies began to take 
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The Chinese film industry in recent years 
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inspiration for a second-rate Hongkong film director 
perhaps is not so surprising. 

Another European-inspired film was Tony Au's debut 
feature The Last Affair. Au, who worked as art director on 
Ann Hui's features including Boat People seems to have 
followed her lead in making films whose action and 
concerns are located away from Hongkong. Shooting 
entirely in Paris, Au transposes the amour fou of Last 
Tango in Paris to a group of Chinese expatriates living in 
the city and their visitor from Hongkong. The film 
occasionally borders on the pretentious (obligatory opera 
sequence a la Diva) but is saved by the consistent vision of 
it director and some above-average performances, such as 
the relative newcomer Pat Ha in a supporting but crucial 


a more penetrating look at both the Communist Party's , 
past errors and the state of contemporary Chinese society. 
During the 1978-79 Democracy Wall period a few film 

projects were initiated which later found themselves 
labelled anti-socialist. The most famous of these is Bitter 
Love, a 1980 drama by noted screenwriter Bai Hua. Also 
titled Sun and Man (sun being a popular symbol for the late 
chairman Mao), Bitter Love tells the story of an artist in 
post-1949 China. The protagonist's trials and tribulations 
are underlined by his plaintive call: “I love my motherland, 
but does my motherland love me?” 

Chinese officials declared the movie an attack on 
communism and Bitter Love was never released. Perhaps 
more significant than its being shelved is the fact that 
Bitter Love was produced in the first place and came very 
close to nationwide distribution. Not only had the 
screenplay been published, but film previews had been 
held and movie theatres throughout China were already 
sporting Bitter Love posters. The official censure of Bitter 
Love and its author sent a chill through film circles which 
has still not abated. 

One clear message to film-makers is: criticism of past 
and present errors is permitted as long as there is no hint 
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hore tian kokon $e 
deserves encouragement. wt 
Closer to home, King Hoi-lam's Home at Hongkong 
(more accurately translated as home is Hongkong and a 
reference to a long-running local TV series) was publicised 
asa film about 1997, when theterritory isto revert to China 
with the expiration of the British lease. In fact the film is 
more of a subjective response to Hongkong in 1983, during 
which 1997 was an issue. King previously made socially 
concerned documentaries and, while most local critics 


. recognise his serious intentions, they remain 





ERA- 


unenthusiastic about the film. Perhaps it smacks too much 
of sensational journalism, pasting together issues like 
illegal immigrants and protests over the J apanese textbook 
revisions for dramatic, but rather implausible effect. 

More substantial was Clifford Choi's Hongkong, 
Hongkong, a Rocky-fable about a struggling boxer in the 
city and, once again, the ubiquitous illegal immigrant. Choi 
has a real sympathy for his downtrodden characters and 
the extent to which they must compromise themselves to 
find success or freedom is drawn with acuity. 

Meanwhile, Hongkong's two best young directors 
continue to survive, working in the margin of the 
commercial cinema but laying solid foundations for 
Hongkong's film culture. The local film community was 
virtually unanimous in its applause for Allen Fong's second 
feature Ah Ying. Basically the story of a young fish-hawker 
who wants to become an actress and her friendship with an 
overseas Chinese director who fails to make a film, it is 
actually another episode in the autobiography initiated in 
Fong's debut feature Father and Son. Shooting with a 
largely non-professional cast (almost everyone in the film 
plays roles approximating to their real lives), Fong not only 
shows a natural talent for realist cinema, but also a 
professional mastery that must make him the finest 
Hongkong director of actors. 

Kirk Wong's second film Health Warning continued the 
stylish elegance of his first kung-fu thriller The Club. 


that the communist system itself is at fault. Thus, recent 
releases show something of the underbelly of Chinese life 
but emphasise the nation's glorious future and point an 
accusing finger at corrupt individuals — never at the 
system as a whole. 

The 1982 hit Neighbours is a typical example. 
Throughout the film's first two-thirds, Neighbours 
realistically depicts the congested housing conditions 
facing many urban dwellers and exposes special privileges 
enjoyed by some cadres at the expense of the common 
people. Before Neighbours comes to a close, however, a 
good cadre saves the day, solving problems and cutting 
through bureaucratic red tape faster than most Chinese 
ever dreamed possible. 


flashier Western lifestyle, many recent films also 

emphasise the superiority of China to what is 
termed “the material wealth but spiritual emptiness” of 
capitalist countries. The Herdsman (1982) focuses on an 
intellectual who suffered through various political 
movements, having been banished to the hinterland during 
the anti-rightest struggle of 1957. But rather than leave his 
motherland and go to the United States to join his 
millionaire father (who had emigrated on the eve of 
liberation), the title character returns to the plains. 

In movie after movie, disco music, long hair and fancy 
clothes are associated with decadence. Any hint as to the 
attractiveness of life outside China comes under heavy 
criticism. The Sea is Calling, a 1983 release, was the first 
Chinese motion picture in more than 30 years to be 
partially filmed in Hongkong. It does not overtly praise the 
territory's capitalistic ways, but its numerous exterior 
shots of Hongkong's bustling, product-laden streets led to 
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Health Warning is also a kung-fu film but in a science Kr 
fiction setting, where young, punk-inspired gangsfightthe 
guardians of traditional Chinese martial arts. Wong's $ 

critical vision of a dehumanised, unthinking society of the — 
future is as chilling as Jean-Luc Godard's Alphaville, and 
similar in the implication that it is as much about today,as 


tomorrow. Health Warning generally achieves a complete 








cinematic experience, combining some exquisite $ 
camerawork, martial-arts choreography and electronic t 
music soundtrack to draw the spectator into its own ` 


sensual world where a brooding, nervous anxiety prevails. ^ 
Shamefully dismissed by a number of local critics, Health 
Warning nevertheless stands as a masterful statement on 
Hongkong in 1983. 

While Health Warning is probably the most experimental 
film the local industry will ever produce, there are signs of — 
a burgeoning alternative cinema. Young experimental 
film-maker Jim Shum, whose works have been shown in 
London and Edinburgh, continued to explore the formal 
crossovers between theatre and cinema in The Contract, 
shown in the Hongkong International Film Festival. 
Another young film-maker, Lo King-wah, has produced 
Hongkong's first attempt at direct cinema (fly-on-the-wall - 
style documentaries) in his account of two candidates 
running in the District Board elections in 1982 (also a first- _ 
ever and significant event for the territory). Although 
marred by its ending, the film is a genuine attempt to use 
the cinema to let people speak for themselves. s 

Many facets of Hongkong life remain untouched bythe — 
mainstream, despite courageous attempts of film-makers _ 
such as Allen Fong and Kirk Wong: 1983 showed that while i 
the commercial cinema remains a monolith, whose very 
success stifles creativity and different approaches, there 
are tentative signs of alternative growing outside 
traditional areas. For the time being at least, the most 
interesting Hongkong films are being made on the fringes 
of the industry. D 


ue 


The Sea is Calling being blasted in the official press, one 
critic mockingly suggesting that the title be changed to 
Hongkong is Calling. 

Stil], more and more films are dealing with 
contemporary topics with an honesty which would have 
been unheard of in earlier years. Juvenile delinquents were 
sympathetically portrayed in a spate of 1982 and 1983 
features, including The Friend Who was a Stranger, Sparks — 
ofthe Spirit and Little Goldfish. An unwed mother was the 
main character of Under the Bridge (1983) and her ordeal 
was handled without trivial moralising. A decade ago it 
was not officially recognised that such social phenomena 
as juvenile crime or out-of-wedlock births could exist in 
China's socialist society (outside of a few bad elements, 
that was). 

Contrasting currents of candou? and propaganda point 
to the fallacy of making generalisations about movies in 
the 1980s. The Chinese film industry is not a monolith. 
Besides the four major studios (Changchun, Peking, 
Shanghai and the People's Liberation Army's August Ist), 
virtually every province has set up filming units and this 
has led to an increasing variety in subject matter. 

Studios in districts with large minority populations, 
such as Xinjiang's Tianshan Studio or Huhhot's Inner 
Mongolian Studio, produce films which take their themes, 
logically enough, from China's national minorities. August 
1st productions focus on war stories — including the Sino- 
Vietnamese war, the War to Resist US Aggression and Aid 
Korea and the battles for liberation — and tend to be open J 
propaganda. 1 

The Shanghai Studio is generally considered China's 
best, producing motion pictures which tend to be both J 
subtle and more in the tradition of an entertainment- " 
oriented industry. Indeed, Shanghai was the centre of the | 
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s 





booming pre-liberation Chinese film business and since 
1949 has shown itself relatively receptive to new trends 
and individual artistry. 

Shanghai is also home for two other filming facilities: an 
excellent animation studio — the work from which 
manages to have international appeal without 
compromising its uniquely Chinese qualities — and a first- 
rate dubbing studio. The custom on the mainland is to dub 
foreign films into Mandarin (as opposed to the practice in 
Hongkong and Taiwan of screening films in their original 
language, accompanied by Chinese subtitles). Shanghai's 
dubbing studio accomplishes this with such skill that many 
of the studio's voices are stars in their own right. 

Of the smaller studios, Sichuan province's Emei Studio 
is among the most interesting. Its 1981 production, The 
Corner Forgotten by Love, caused a stir by its frank 
treatment of the plight of a peasant family in the decades 
after liberation and almost suffered the same fate as Bitter 
Love. It was finally released in 1982, though the film is not 


Filming in the northwest: stars alterna 
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permitted to be screened publicly outside China. 

Other notable Emei pictures: Iam Amongst Them (1983), 
a perceptive look at the generation gap that exists between 
a factory leader who grew up in the austere 1950s and her 
young underlings, products of the more permissive 1980s; 
Maple (1980), another banned export, which details the 
bloody battles between rival Red Guard units during the 
early stages of the Cultural.Revolution; and Not for Love 
(1980), hardly a film classic, but one which will go down in 
future histories of the Chinese cinema as the first feature in 
15 years to cast a foreigner (an Italian foreign-exchange 
student) in a leading role. i 


something of a reputation for quality film-making, 

is the Youth Studio, run by the Peking Film 
Institute, China's only film school. Neighbours was a 
breakthrough production for this unit, not only in terms of 
realistic subject matter but in its technical expertise and 
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O: of China's newest small studios, also getting 


naturalisuc acting. n mew 

With the studio system alive in China, it is no wonder 
thata star system exists as well but with major differences 
from Hollywood. Actors and actresses get paid little more 
than workers in other industries: a star in his early 20s 
earns about US$30 a month (which is not so little in a 
nation where first-run film tickets go for less than 20 US 
cents), plus bonuses for special achievements. Another 
difference is that there is more of an ensemble approach to 
acting in films: it is not unusual for a star to have the lead 
in one film and a supporting role in the next. 

One of the most versatile new actresses is Siqin Gaowa. 
A native of Inner Mongolia, she has played a variety of 
large and small roles: a Mongolian woman in Alima (1981); 
an Uighur mother in Melting Snow (1980) and a Peking 
temptress in Rickshaw Boy (1982) for which she won the 
1983 Hundred Flowers Award for best actress. 

Star directors include the August 1st Studio's Li Jun, 
whose Anxious to Return (1979) and Xu Mao and His 
Daughters (1982) both starred Siqin. Another outstanding 
talent isthe Shanghai Studio's Xie Jin, whose Strange Tale 
of Tianshan Mountain (1980) and The Herdsman, along 





with his pre-Cultural Revolution classics such as Two 
Stage Sisters (1965), have earned him a reputation outside 
China. 

The screening of Xie's films in an increasing number of 
foreign festivals is just one indication that the Chinese 
cinema is gradually becoming international in scope. 
Foreign film and TV crews travelled to China — Marco 
Polo (Italian), The Silk Road (Japanese), From Mao to 
Mozart (US) — and Chinese film units are beginning to 
venture to Hongkong (The Sea is Calling) and Japan (The : 
Unfinished Chess Game — 1982). Just as significant as the 
nation’s opening outward is a re-evaluation of past 
cinematic achievements: 1983 saw the first pre-liberation 
film retrospective to be held in China which was, however, 
restricted to film people and party officials. Scars from the 
Cultural Revolution are healing and the industry is 
regaining lost momentum. If the first four years of this 
decade are any indication, the 1980s could very well be the 
beginning of a vital film culture in China. D 
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KUWAIT AIRWAYS 
Where east meets west 





For further information 

contact your local travel agent 

or Kuwait Airways - 

Bangkok - Tel. 2515855 

Kuala Lumpur - Tel. 201934. 201964 
Manila - Tel. 8172662. 8172633 
Seoul - Tel. 7530041 2.3 
Singapore - Tel. 912730 


SKF and the automotive and its supportive industries 
are traditional partners in applied rolling bearing technology. 
Even more so today with the accelerating changes towards 
(ront wheel drive, reduced axle dimensions, simplified 
mounting and adjustment, and more integrated component 
units - such as our water pump spindle assemblies, belt 
tensioner units, and advanced wheel hub units. 

However, whether the bearing arrangements are for 
tyre production on the fringe of the industry or for new back 
axles. SKF remains committed to constants like product 
reliability, performance, service life and product safety. 


«€ [o achieve high performance and reliability, 
even simple components can demand 


a level of capability and technology that 
will stretch commitment to the limit?? 





The big mix for tyres. 

Some 60% ofall available rubber is used to 
make vehicle tyres - and up to 20 other 
basicingredientsare usedinthe initial mix. 
This requires high process technology 
machinery for large-quantity kneading 
and mixing. Such as pioneered by Werner 
& Pfleiderer, Stuttgart, W. Germany, and 
supplied for the Soviet Union's Bobruisk 
seven-line tyre production plant. 

Five of the world’s largest rubber mixers 
with 650-litre chambers were supplied as 
well as two smaller ones. Together they 


deliver 600 tonnes of rubber mixture a day. 
Two four-bladed rotors work the basic mix 


at up to 52 r/min while kept under 
pressure by a pneumatic ram. Shearing 
and mixing forces constantly vary and 


change direction. Operating temperatures 


can be 160°C. 

SKF' bearing arrangement supporting 
the rotor shafts under these 

conditions involve spherical roller 


SKE. The exact bearing-and more 


bearings of radial and thrust 
designs. First-mixer reports 
after 25,000 working hours 
give Operating temperatures 
20°C under design 
calculations. In part 
due to the low- 
friction bearings. 











Abarth hots up Lancia 

"Push the throttle and the power comes 
on without lag" is a speed safety factor 
that in part influenced the first 
production car with a mechancial 
supercharger - in an era of turbos. 

Fiats Turin-based Lancia Cars and 
Abarth, Fiat's competition car division, 
have melded Lancia’s Trevi Volumex 
with Abarth's advanced instant-throttle- 
response supercharger, a 1,130cc version 
of the world champion Lancia Rally unit. 
The 10kg light-alloy-cased Roots type 
‘blower with a max. 8,000 r/min, has two 
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lobes on each of two rotors with only 
tenths of a millimetre clearance from 
each other and the casing. The unit 

forces its own displacement into the 
engine as an air/fuel mixture that raises 
volumetric efficiency and power by some 
18% Suitable bearings are crucial to the 
precise geometry of the design. Based on 
precision, space and heat factors, a four- 
point contact ball bearing (double-row 
angular contact for the Rally) anda 
cylindrical bearing are used at the 

ends of each rotor SKF was involved with 
design and life calculations from the start, 
as was the case with other Lancia rolling 
bearing arrangements. 

Rockwell gears up with new 
generation rear axles 

A whole new modular family of Rockwell 
CVC axles is gaining production 
momentum at its new high technology 
plant in Cameri, Italy. 

Europe-based truck-axle specialist 
Rockwell CVC started out in 1981 as a 
joint venture. Its principals were 
multi-industry Rockwell International - 
major pioneer in truck-axle design - and 
Europe’s Iveco truck company staked by 
Fiat, OM, Lancia, Magirus and Unic with 
about 2096 of the European truck market. 
Rockwell CVC now 
operates independently 
and takes world sales 
responsibility for its 
Cameri made axles. 

These range in capacity 
from 18 to 44 tonnes gross 
combination weight, and 
show the fruits of a low- 
weight development 
aim - particularly with 
regard to use of 
aluminium alloy, which 
on a tandem rear axle 
can save 100 kg. 


SKF supports Rockwell CVC with 
advanced bearing calculations and 
design. This is backed up by SKF’s high 
technology Netherlands research centre 
with its sophisticated testing facilities. 
Which, in turn is an assurance of quality 
design - such as for SKF taper bearing 
configuration in the Rockwell single 
reduction rear axle. 





Cold comfort for SKF rod ends 

in Siberia. 

The Soviet project to pipe natural gas via 
pump stations from Jamal in W. Siberia, 
past Leningrad and on to W. Europe 
needs more than hardy equipment. 
Temperatures down to minus 50°C, and 
metre-deep mud-and-water over vast 
stretches, set exacting standards, All vital 
machine components, for example, must 
withstand minus 60°C when not in 
operation. 

The project includes 382 mobile 
telescopic-boom cranes - with payloads 
of 55 to 80 tonnes - from the 2.6 billion 
DM Liebherr construction machinery 
group in W. Germany. 





Liebherr uses SKF rod ends with high- 
tensile special steel alloy housings and 
spindles in the crane chassis linkage. 

Up to 18 in each. Non-friable seals were 
also custom-designed to allow +6 angle 
of spindle movement and operation wher 
submerged in water. 
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Our new Super Club business class offers vou there is only room to fit them in six abreast instead 
the widest seats in the air. So wide that they arent of the usual eight. But though the seats may be few 
the easiest to fit through the door. And so wide that and far between, the cabin attendants are not. There 
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Imagine the thrill of an open freeway. Or an occasional 
Alpine road to * your heart beat faster with joy. 

Imagine gliding through heavy city traffic and slottinc 
into a minute parking spot. 

Imagine a\luxury sedan with all the power, road holding 
and cornering ability you want. 

Imagine the looks you'd get. 
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Located 
close to busy 
Orchard Road 
the York's 
proximity to 
Singapore’s 
central 
shopping district and lively 
entertainment makes it an 
exciting place to be. 

Tastefully furnished rooms 
which range from split-level 
cabanas to spacious suites 
provide comfort in style. 
Function rooms for seminars 





and conferences 
are available. 
And even a health 
club complete 
with a sauna. 

In-hotel dining 
isa gourmet’s 
pleasure. Here you'll find 
authentic Italian and Japanese 
cuisine. And the pooldeck cafe 
and a coffeehouse offer both 
western and local delights. 

Well located, the York 
makes your stay in Singapore 
pure delight. 


On holiday or bu siness 
in Singapore, the York 
treats you right. 





York Hotel 


UNSURPASSED COMFORT 
21 Mount Elizabeth, Singapore 0922. 
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Telex: RS 21683 YOTEL. Cable: YORKHOTEL. 
GOODWOOD PARK * YORK HOTEL e 
LADYHILL « BOULEVARD HOTEL SINGAPORE. 


: ua 31.5 ; : 
Reservations Worldwide: KLM | T | Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline 





short- 
cut to 


trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 












ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 
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Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
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THAILAND 


A bleak future for good films 


By Sananchit Bangsapan in Bangkok 


In 1983 the Thai film industry produced 
110 films. Most could be classified as 
either comedies or soap operas; only very 
few would satisfy those with a 
sophisticated cinematic taste. According 
to one of Thailand's best directors, Vichit 
Kunawuth, the future for good films in Thailand looks 
bleak. There are many reasons for this and most of them 
have to do with the country's system of film 
production. 

There are only four independent 
producers, including the highly successful 
Cherd Songsri, and there are two major 
film companies — Five Stars and 
Sahamongkol. But major or minor, 
dependent or independent, every producer 
must follow the same procedure when 
making a film. First he must submit his 
project to one of the major distribution 
companies: there are five of these, covering 
respectively the Northern, the Northeast, the 
South, the West and the Central provinces. 

The proposal must contain the names of 
the director, the leading actor and 
actresses, as well as an outline of the plot. 
If the project is approved, the distributor 
will invest some capital — paid either in a 
lump sum or by instalments. One problem 
with this system is that different regions 
have different demands: some film stars are more popular 
in one region than in another, for example, and this has to 
be taken into account. Of the provincial distributors, the 
Northern pays the highest prices and the Western the 
lowest. A producer can risk ignoring the conditions laid 
down by the provincial distributors, of course, but it is 
unlikely that his film will then make any money. 

There are only a few Thai directors capable of, or 
interested in, making high-quality pictures — such as 
Vichit Kunawuth, Chatri 
Chaleam Yukol, Cherd 
and Paimpol Chevaroon — and 
they rarely make more than one 
film a vear. The more 
commercial directors, however, 
turn out about three films a 
year. 

It costs from Baht 1-2 million 
(US$454-998,000) to produce 
an average Thai movie — 
excluding the advertising 
budget, which can range from 
33-100% of the film's 
production costs. A producer 
working outside one of the 
major production companies 
cannot normally afford to place 
advertisements in the largest 
newspapers or buy prime 
time TV spage, which must 
affect à film's chances of 
success. 

But the main kev to success 
in Thai cinema is signing-up 
the biggest stars. Currently the 
industry relies heavily on two: 
actor Sorapong Chatri and 
actress Jarunee Sukswadee. | 
Their presence alone almost | 
guarantees success. Sorapong 
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Vichit Kunawuth: a bleak future. 


Sorapong Chatri with Chanuteporn 


and Jarunee appear in some 80% of Thai films made over 
the past few years. Some directors have tried to create new 
stars by casting unknowns in films with popular plots, but 
this has hardly ever worked. 

Another new trend, started earlier this year, has been to 
cast popular folk singers, such as Sayan Sanya, Pumpung 
Dungchan and Yodrak Slakchai. For one shot at the cinema 
these singers command anything up to Baht 1 million, 
while superstar Sorapong only gets 
something in the region of Baht 250,000. 

Thai producers face several major 
problems in making films. One is 
censorship, which is partly a matter of 
politics and national security, though a 
producer is also under religious and 
cultural constraints imposed directly or 
indirectly by the government, 
Nevertheless, while the 30-year-old 
censorship law has not yet been revised, 
Thai directors have more freedom than 
their colleagues in, say, Indonesia or the 
Philippines. 


fter a film has passed the censors, 

A" producer and director sell the 
rights to a provincial distributor. 

Before that the only profit to be made isin 
Bangkok where most of the first- and 
second-class cinemas are. All these 
cinemas are in the hands of the major production 
companies, which is fine for directors under contract there 
but a big drawback for independent directors. They are 
liable to pay the cinema owner up to Baht 300,000 just to 
get their films shown. , 

Then there is the problem of taxation. The government 
takes Baht 35 out of every Baht 100 ticket. The remaining 
Baht 65 is divided between the production company, the 
director and the cinema's owner, who is likely to take about 
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Visitsopho'n: the industry relies heavily on him. 





E EE M OM OMEMMNXMSEMBNMIBE 



















































Jd mm max 151175 0701 77 7» 7.727177» 7» 7» »» 72.15.1110 1075.57.15 
— : E. F 


Wi 


—E 


very metre of film. Foreign distributors, therefore, only 
import one copy of the negative which is reproduced in 
"hailand for about Baht 30,000. 

_ Video and TV have also hit the industry hard. In 
Pangnga, a southern province, eight out of 22 theatres were 
'ecently closed and 11 out of 15 cinemas in Phuket pulled- 
o their shutters. According to one of the major 
distributors, movie theatres in Bangkok lost 50% of their 
udience in the past few years. Many of the old cinemas, 
which were expensive to operate and often hard to get to 
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3y Agustin Sotto in Manila 
SEAS SS Contrary to some dire predictions, the 
M . first quarter of 1984 has been a boon to 

l "4m film producers with a number of films 
/ ] performing surprisingly well at the box- 
- office. The post-Christmas boom, coming 
D on the heels of a disappointing Metro- 
Manila Film Festival, has spurred producers into 
'eactivating their dormant companies, announcing new 
production line-ups and building up new stars. 

— But the fact remains that 1983 was one of the worst years 
for Philippine cinema. Film production plummeted to 136 
from 179 in 1981 and 150 in 1982. The year started well 
enough with the spectacular success of three soft-porn 
films, shown uncensored during the second Manila 
nternational Film Festival (Miff), which grossed a 
phenomenal P50 million (US$3.57 million) in just sever. 
days of screening. Soon after, however, the industry 
suffered a slump and it was not until the middle of the yeiar 
hat it got back on its feet. Hardly had it recovered from i ts 
sluggish performance when Benigno Aquino, was 
assassinated at Manila International Airport. 

- The ensuing political disorders and economic proble ms 
conspired to keep Filipinos away — again — from cinemas. 
By the ena of the year, film companies announced cutbácks 
in production and industry leaders were offering Kilusang 
Kabuhayan at Kaunlaran loans — the government's 
livelihood programme — to film people in anticipation of 
severe unemployment. 

-. Compounding the economic woes were perennial 
problems with the Board of Censors. Former senator Mrs 
Maria Kalaw Katigbak was appointed by President 
Ferdinand Marcos in late 1981 to organise a civilian board 
to replace the military. The move was initially praised by 


situation. Katigbak — quoted time and again for her 
denigrating views of the film industry — adopted arbitrary 
guidelines on film censorship and further intensified the 
tting of movies already lamented for their low levels of 
sex and violence. Her banning of Boy Condenado and 
Schoolgirls for obscure reasons and her subsequent actions 
on Shame and Short Time tended to scare prospec live 
investors from an industry which needs fresh inpu ts of 
capital. | 
_ The censorship problem only served as a catalyist for 
making the film industry more political. Right after Miff, 


the film industry, but it turned out only to aggravati2 the ` 
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e run far more economically. | 
there are 300 video rental outlets in Bangkok and 200 up- 
country. An independent survey put the number of video- 
cassette recorders (VCRs) in Thailand as high as 400,000, 
many smuggled into the country. The black market price of 
a VCR ranges from Baht 13-20,000 and of a cassette a mere 
Baht 20. The managing director of Sahamongkol, one of 
the two major film companies, hopes the government will 
take action. 

It is common for video companies to violate copywrite 
laws by pirating films. Major Thai production companies, 












De Leon's Kisapmata: he fought broader censor's powers. 


Marcos signed executive order 868 which granted broader 
powers to the censors, including the licensing of actors and 
the censorship of live entertainment. 

Under the aegis of film-makers Lino Brocka and Mike de 
Leon, a group composed of artists, academics and 
concerned citizens launched the Free-the-Artist 
movement, which sought the repeal of the order. It was 
replaced by another executive order which removed the 
objectionable provisions but which is still considered 
unsatisfactory by militant members of the industry. (The 
Free-the-Artist movement was later reorganised into 
Concerned Artists of the Philippines, which played an 
important part in the Aquino funeral services.) 

The present economic crisis is having both negative and 
positive effects on the film industry. Letters of credit (LCs) 
were ordered frozen late last year by the Central Bank, 
resulting in a severe shortage of raw film stock and 
laboratory chemicals. Resourceful film producers have 
turned to the thriving black market for their raw stock 
requirements — the price now pegged at P7,000 for 1,000 ft 
of 35mm film. Production costs have also gone up. The 
average budget for a Filipino film is now anywhere 
between P1-1.5 million. , 

Ironically, the economic crisis has its brighter side. 
Because of the freezing of LCs, the importation of foreign 
films has been sharply reduced — a move Filipino film 
producers had been wanting for decades but could never 
bring about due to the strong American lobby. Anticipating 
fewer films to play in cinemas this year, the two film 
producers’ associations, Philippine Motion Picture 
Producers Association and Integrated Movie Producers 
and Independent Distributors Association of the 
Philippines, are currently negotiating with theatre owners 
for a new scale of percentage sharing, Currently, the 
producer's share stands at 40-65% of the earnings after 
taxes: the two associations are now demanding as much as 
70%. 
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copyrights of about 100 ð a video company; - 

Sahamongkol has followed suite. = 

To cope with all these problems the government has set 
up a committee comprising government representatives, 
producers and directors, but little seems to have been 
accomplished so far. One of the committee members, 
Paichit Supawari, said: “I pushed very harcl on two issues: 
high taxes and the obsolete censorship rules. But I pushed 
in vain." Ruj Ronapop, a well-known director, put it more 
bluntly and called the Thai Government *a slaughterhouse 
for Thai film producers." Few people seem to dispute this 
view and even fewer see any change for the better in the 
near future. O 

EETA e eS — — — —— — — 

The drop in foreign-film importation has: also allowed 
for longer runs of successful local films in Metro-Manila. 
Previously, because of thelarge number of f ilms waiting to 
be booked, a film was given only a week's playtime in 10 to 
20 theatres — a practice known as saturation booking. A 
Filipino film has to gross P2 million in Metro-Manila alone 
— 50% of its total income — in order to recover its negative 
costs. 

Also, 1983 was one of the worst years in terms of quality 
film-making. In contrast to 1982, 1983 had no wholly 
satisfying films, though four or five films ca me pretty close 

‘to it. Last year's outstanding features were Broken 
Marriage, Ishmael Bernal's probe of the modern forces that 
separate husband from wife; Karnal, Marilou Diaz- 
Abaya's gothic tale of warped love and passion set in the 
1930s; Init sa Magdamag, Laurice Guillen's study of a 
young woman with traumatic sexual experiences; Hot 
Property, Brocka's gangster film with some fine film-noir 
elements, and Saan Darating ang Umaga, Maryo de los 
Reyes' look into the small-family problems caused by the 
adoption of an orphan. 

If the 1983 film season lacked the vitality and excitement 
of past seasons, 1984 promises to be one of the most 
memorable. Two films are slated for world premieres at the 
Cannes Film Festival this May: de Leon's S'ister Stella L 
and Brocka's Kapit sa Patalim. Both films are scripted by 
poet-journalist Jose Lacaba and are set against the 
background of today's social unrest. Kapit sa Patalim is 
especially noteworthy asitisa Filipino-Frenchco-  * 
production, the French counterpart being Vera Belmont of 
Stephan Films who produced the highly successful Quest 
for Fire. Another much-awaited film is Soltero, the movie 
debut of critic Pio de Castro who directs from the 
screenplay of Experimental Cinema of the Philippines 
(ECP) head Bienvenido Noriega. 

Ironically, 1983 was also the year Filipino films reaped 
most international awards. Brocka's Angelc Markado won 
the Grand Prix of the Festival of the Three Continents in 
Nantes (France) as well as the critics' prize of the Pesaro 
Film Festival in Italy. Peque Gallaga's Oro, Plata, Mata 
won the Special Jury Prize at the second Mif f, best-director 
award in Ghent (Belgium) and best-screenplay award (for 
Jose Javier Reyes) in Taipei's Golden Dragon Festival. 
Bernal's Himala picked up the Bronze Hugo at the Chicago 
Film Festival. 

The most significant development last year was the rise 
of the short film as a medium of artistic expression. Short 
films in Super 8 or 16mm are readily produced on 
shoestring budgets and are relatively free from the 
commercial constraints of feature film-mak ing. The ECP 
short-film competition exhibited many outstanding works 
by young film-school graduates in the short -feature, 
experimental and documentary categories. Foremost of 
this new crop of film-makers is 18-year-old Raymond Red 
whose two prize-winning shorts, Ang Magpakailanman 
and Kabaka — the latter co-directed by Tan Victoriano— 
visual images — showed many striking images. Other 
promising film-makers are Ed Ventura, Nick de Ocampo, 
Nuel Naval and Macy Alejandre. 
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Torture is OK, 
sex is censored 


By lan Buruma 





Film is the most commercial of arts. Most — 
people are in it for the money. This is 
especially true in Asia, where film artists, 
as opposed to commercial hacks, are e 
lonely figures fighting against formidable 3 
* 
1 


— 


odds for excellence. The Indonesian film 
industry is nevertheless infused with an element of 
idealism. It was not always like that: most of the film 
producers of the 1920s and 1930s were shrewd Chinese 
businessmen catering to the large local Chinese population. 


A film such as Pig Spirit Takes a Wife, produced in 1932, A 
was commercial, but hardly idealistic. 4 
Idealism was, however, very much part of the efforts of f. 


some indigenous, or pribumi, directors during the struggle 
for independence from the Dutch. One of the pioneers o 
Indonesian cinema, Usmar Ismael, said that “through films 
Indonesians can contribute to the Indonesian revolution." 
Influenced by the Italian neo-realists, Usmar made several 
documentary-style films on the revolution. Even after 
independence had been won Usmar and other ex- 
revolutionaries made films about the struggle. This fitted 
in very well with the nation-building efforts by the late 
president Sukarno, who liked cinematic expressions of 
"the national spirit," whatever that was supposed to mean. 

Films about the national spirit were also part of a serious 
effort by pribumi producers to compete with non-pribumi 
(mostly Chinese) film companies. They wanted to produce 
something purely Indonesian. The problem was, however, ! 
that idealistic films began to bore the audiences. When the 
nationalist fervour of the early 1950s cooled a little, people 
turned increasingly to foreign films, from Hollywood, 
Hongkong and Bombay. 

During the early 1960s idealism, of a sort, came back 
with a vengeance. Conflict between communists and non- 
communists virtually crippled pribumi film-making. 
Lekra, a cultural organisation sponsored by the 
Communist Party of Indonesia, tried to purge the industry 
of ideological opponents. Usmar was denounced as an 
"American agent" and an "intellectual prostitute." A front 





for the Boycott of Imperialist American Films), then 
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Priyono's Roro Mendut: success with a 17th century rebellion. 
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be purged. This got rid of boring Soviet movies; it also got 
. rid of some talented directors such as Bachtiar Siagian, 
who ended up behind bars. Idealism was once again 
replaced by commercialism, usually sex and violence of the 
worst kind, foreign as well as home-grown. The new 
government needed revenue badly and the main 
beneficiaries were Hollywood, Hongkong and Bombay, 
just as before — their sex and violence were somehow more 
interesting than the Indonesian variety and — initially — 
under less restraint. 
] Good Indonesian films were encouraged by the National 
| Film Production Council, founded in 1968. But it was not 
until 1975 that the government took measures to protect 
the Indonesian industry from too müch foreign 
competition. According to rules brought in then, every 
cinema has to show at least two Indonesian films a month. 
' The most famous director to have emerged during the 
| 1970sis Teguh Karya. He appears to have found something 
many Third World directors are looking for: a compromise 
which is commercially successful, but still has quality. 
Teguh, by telling sophisticated moral tales in a 
melodramatic form which appeals to many Indonesians, 
has drawn intellectuals as well as the masses to his films . 
His best known film,Behind the Mosquito Net, was one of 


the highest grossing pictures in 1982. 

T actor, in plays as well as films, Slamat Rahardjo, has 

turned out to be a talented film director in his own 

* right, though his films, such as The Moon and the Sun, 

about a Jakarta slum-dweller returning to his native 
village, have so far failed to reach a wide audience. There 

g are other good directors, however, such as Ami Priyono, 

- whose Roro Mendut, about a 17th century rebellion, did 
have considerable success. 

So it is possible to make good films in Indonesia, which 
make money as well. It would be a mistake, though, to 
assume that Indonesian audiences are uniformly 
sophisticated. As is the case in most countries, including 
the United States, good films tend to be big hits in big cities 
only. Country audiences in Indonesia still prefer slapstick 
comedies and bloody fantasies, the latter liberally spiced 
with the occult, to which Indonesians have traditionally 
been attracted. 

These fantasies offer an interesting insight into the 
modern Indonesian psyche. They are a mixture of local 
superstitions, old legends, modern political morals and 
Hollywood exoticism. It is often hard to keep these 
different ingredients apart, for they tend to blend in an 
extraordinary potpourri. 

A The culturally hybrid films are perhaps a natural 

i reflection of the diversity of Indonesia. People in other 

| parts of Indonesia do not necessarily take kindly to a film 
which is too purely Javanese — indeed, often scenes of 
traditional Javanese dance or music are cut out when 
shown in the other islands. So non-specific, but still 
vaguely Indonesian fantasies are safer. 

This type of film actually goes back to the so-called _ 
Melayu films of the 1930s. Although, as the name indicates, 
these films were in the Malay language, they were often 
made by Eurasians or Chinese. They were certainly popular 
among the Chinese. Fantastic historical tales in equally 
fantastic locations, often based on something remotel: 
resembling Bali, were the common style of these films. The 
form was based on a local Chinese type of musical theatre 
called Opera Stamboul. 

Although sex and nudity are still controlled by 
Indonesian censors, violence is not. Mutilation or any other 
form of torture is run-of-the-mill — and much favoured by 
audiences. But as long as extreme cruelty, fantastic kitsch 
and pie-in-the-face comedy are not the only forms of cinema, 
there is hope for more excellence from Indonesia’ D 
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eguh also has his own theatre group and his starring 
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the industry 


By Manik de ‘Silva in Colombo 


Sri Lanka’s Sinhala cinema has been hurt 
by TV (which is very new here), pirated 
video films screened in literally hundreds 
of clubs countrywide and imported 
Indian films. There is also a glut in local 
production forcing some film-makers to 
wait as many as four years for the release of their work. A 
committee to look into the state of the film industry, 
recently appointed by President Junius Jayewardene and 
headed by university don James Gunawardana, will look 
into the following questions and try and find answers to 
them. How has TV affected 
the cinemas? What will 
video discs, cable TV and 
other electronic 
developments do to cinema 
attendance? How many 
Indian films, particularly 
south Indian films, should 
be imported here so that 
the national film industry 
is protected? W'hat tax and 
other concessions should 
be given to gin ger up the 
industry? How can the 
queue of producers waiting 
for their films to be 
released be cleared? How 
can both producer and 
exhibitor be given a fair 
deal? 

The fact that the 
committee has been 
appointed by the president 
gives it both prestige and 
clout. Lester Jiames Peries, the country's best-known film 
personality, who has done more than any other to give the 
Sinhala cinemia a shape and form of its own producing a 
number of internationally acclaimed movies, is among 
those who are optimistic. Peries' wife, Sumitha, a film 
editor and producer of accomplishment, is one of the 
members of the committee. : 

People such as Peries should know. He has been around 
the film scene for more than 25 years now, throwing up a 
job he loved as London correspondent for the Times of 
Ceylon to do something he loves even more — producing 
good movies. The awards he has won both at home and 
abroad and the critical acclaim tell their own story. But it 
has been a long hard grind and he remembers the time he 
produced Rek:ava (The Line of Destiny), a box-office 
disaster which only decades later was regarded as the 
country's first quality film. 

"It was re-run not too long ago and it made more money 
than when it was first released. One of the creditors who 
had written-off a fairly big debt was astounded to get his 
money so many years later," smiles Peries, a courteous, 
kindly man of few pretensions who speaks generously of 
friends and rivals, actors and producers, financiers and 
businessmen who helped create an industry that in the 











3 MAY 1984 e FAR EASTERN ECONOMIC REVIEW 


- — — — — 


1940s was no more than an extension of Madras. “What 
they did in those days was just add another language to 
those they served in India. The studios were there, the sets 
and costumes were there, scripts were written and the films 
were made. They just took a crew from here and shot the 
films again in Sinhala." 

That was what Peries bucked with Rekava. He drew on 
his experience of making documentaries for the 
government film unit. Peries, who long carried the rather 
contemptuous tag of location director, has lived to see 
many others borrow the same techniques they once 
derided. He did not altogether reject the formula film — 
having five songs in his first — but mass audiences, hooked 
on what the dream merchants had long fed them, rejected 
him as good enough only to sell betel-chews to cinema 
queues. 

The sophisticated Colombo critics loved him from the 
beginning. Peries admits now that they, like himself, 
educated and exposed to Western thought and art but with 
a knowledge of and sensitivity to their own cultures, could 
relate at two levels to what he had produced. But mass 





Sinhala stars: Vasantha rani (left) and Anural Bulathsinhala. 


audiences wanted what they had long been used to and as 
Peries says now: "The Madras style of film-making was 
dominant. We couldn't make films here, so our people went 
to Madras. It wasn't until about 1952 that the studios 
started coming here. But even then the technicians came 
from Madras so those styles prevailed. They used to 
produce films in Tamil, Telgu and Malayalam: they added 
Sinhalese to them. 

"Those films were all dream stuff. Boy meets girl. About 
10 songs, five dances. In Rekava we had a story where the 
boy and the girl remained children at the end of a film. The 
audiences couldn't understand that; according to the usual 
formula, they had to grow up, get married and live happily 
ever after." 

Looking in retrospect at his early work, one critíc wrote: 
" Rekava is every bit as important a first film as [Satyajit] 
Ray's Pather Panchali even though some of its technical 
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inadequacies, notably the sound, often work against its 
delicate atmosphere. Peries' is a far less structured work, 
far less consciously cinematic than Ray's, but it has the 
rough-hewn vitality. Rekava is an extended mood- 
portrait." 

Much of his later work — he had to wait four years to get 
his next picture, Sandesaya (The Message), after the box- 
office disaster that was Rekava — bears that stamp. 
Sandesaya was one of the biggest commercial successes the 
Sinhala cinema ever had. Peries passes over that success. 
"It wasn't my kind of film," he says. "But it made money, 
Still, I had to wait four more years for my next." 


any of his admirers feel that the next one, Gam 
M (Changes in the Village) is his most 

remarkable work. Like his earlier films, this too 
was shot on location. But unlike Rekava and Sandesaya 
which were shot outdoors, Gam Peraliya was made in an 
old-world country mansion, a walauwwa as it is known in 
Sinhalese. Gam Peraliya broke every rule in the book. 
There was not a single song in it. "The industry didn't like 
what I was doing. I was going against the vested interests 
of the studios by shooting on location," he recalled 

“I just had a camera, a Grundig tape-recorder and a lamp 
that was virtually smuggled out of a studio. We were 
challenging the studios which were really the industry. At 
that time [1964] we had five studios which is a lot for a 
small country like ours. Five years after Gam Peraliya the 
studios had to close. They've been converted to granaries, 
warehouses, factories, bus garages.” 

But the industry had woken up to the realism that was 
possible on location. It had learned that one could shoot a 
film with a camera and a tape-recorder and that high 
studio costs were not always necessary. As Peries puts it: 
“They licked us at our own game. The dream-makers 
moved out from the factories [studios] to locations. But of 
course we still need studios. Conditions in the country, too, 
were changing. By then we had four universities and more 
educated young people. We had audiences for whom it was 
possible to make the more serious kind of film." 

By 1972 the government stepped in with the State Film 
Corp. which nationalised half the film industry by 
monopolising imports and distribution. Hollywood did not 
want to deal with a state organisation and imported films 
were reduced to a trickle: 1972-77 was boom time for the 
Sinhala film. A large number of them were shot, there was 
plenty of untaxed black money chasing the few investment 
opportunities available then and Sinhala films attracted 
the money bags. 

But after 1977 when the Jayewardene administration 
opened the economy, encouraged private investment, 
created opportunities in imports, tourism and many other 
fields, the film industry nearly collapsed, There was an 
exodus of capital. Investments in Sinhala films became 
hazardous and there were other and better areas to pump 
money into. TV arrived and some film people think it has 
robbed them of 40% of their audiences. Then came the 
video clubs and pirates. One producer has clear proof that 
his new film was robbed even before it was released. 

Right now many people find it more profitable to buy old 
films for re-runs than to make new ones. Ceylon Theatres, 
the biggest cinema operator in the country, says that film 
exhibition is a losing business though it admits that other 
cinema-related activities (including bars) keep the overall 
operation in the black. 

The Sinhala cinema has created a political star, film 
actor Vijaya Kumaratunge who married Sirimavo 
Bandaranaike's daughter and has now broken away from 
the former prime minister's party. Actors and actresses are 
in demand on political platforms and the industry has the 
clout to win concessions for itself which (it says) it needs to 
fight its way out of the recession. Film people believe the 
sitting committee of inquiry can deliver the goods. D 
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castes of millions 


By Bunny Suraiya in Bombay 


With an output of almost 800 feature 
films a year involving some Rs 8 billion 
(US$800 million), and employing 100,000 
people, the behind-the-scenes story of 
the great Indian cinema superbazaar (the 
world's biggest) is in many ways like one 
of the mega-industry’'s typical products — a package deal 
larger than life and full of hype with something for 
evervone and a colourful cast of heroes, villains, heavies, 
comedians and fall guys. 

Its images flicker mesmerically in urban auditoriums, on 
video sets of the privileged and across makeshift screens 
rigged up in remote villages visited by projector-carrving 
trucks. Reaching a widely variegated audience of several 
millions, within the country and abroad, Indian films have 
influenced speech and fashion, motivated manners and 
mores, inspired passion and crime and 
created a new mythology. 

In the world, according to Indian 
cinema, in the beginning was Raja 
Harishchandra, the first indigenous 
full-length feature film made by 
Dhundiraj Govind Phalke and released 
in 1913. Filmland lore has it that Phalke 
decided on his career when, after a 
temporary blindness, he saw a film 
called The Life of Christ. Since then 
some 1,300 silent films, more than 
17,000 feature films in 40 languages and 
dialects and almost 40,000 short and 
documentary films have been made in 
India. 

Today the country has 11 film- 
producing zones with an average output 
of more than 750 features a year, 85% of 
them in colour. Like India's population, 
the country's film industry has grown 
phenomenally, but this remarkable 
growth has been, by and large, at the 





change with the times, but the basic ingredients stay the 
same. 

In earlier films boy wooed girl by singing and dancing 
round a tree while a kiss was indicated by showing two 
birds rubbing beaks together. While the kiss remains taboo, 
the pursuit of lovein today's Bombay talkie is likely to take 
place in a disco complete with go-go dancers. Cabaret 
scenes are as indispensable as fight sequences, which of 
late have gained kung fu overtones. Plagiarism is rampant 
and ranges from the use of Mozart's 40th Symphony as part 
of the musical score to lifting entire chunks of spaghetti 
Westerns and B-grade Hollywood thrillers. The trend- 
setting blockbuster Sholay, which G. P. Sippy made for 
about Rs 20 million and which netted about nine times that 
sum, was in the relationship between its two young heroes 
a pastiche of Butch Cassidy and the Sundance Kid and, in 





expense of quality. While the industry 
has produced at least one genius, 
Satvajit Ray, and an increasing corpus 
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Dev Anand and Zeenat Aman: in Anand's Hare Ram Hare Krishna. a 


of regional and alternative cinema, the 
Indian film world is still dominated by the tinsel glitter of 
the so-called Bombay talkie, a genre that accounts for some 
80% of the output. 

But if, with its brash vulgarity and narcotic fantasy, the 
Bombay talkie has given Indian cinema a bad name in 
critical circles, it has also earned enviable popularity at 
home and abroad. Stars from the classic era of Indian films 
such as Raj Kapoor (Awara, Shri 420, Jagte Rahho), now 
turned producer-director, and the late Nargis, the 
immortal heroine of films such as Barsaat, Andaaz and 
Mother India, are still idolised in the Soviet Union. In his 
recently published From Heaven Lake, an account of a 
journey through China into Tibet, Vikram Seth has 
described how his singing of a Hindi film song helped get 
him the necessary permit to enter the Forbidden Kingdom. 

The Bombay talkie is almost invariably based on the 
tried and tested formula of boy meets girl, boy loses girl, 
boy gets girl back. Like the stock Indian curry which, with. 
a change of spices can assume a variety of forms, this basic 
formula is dished up endlessly, flavoured with varying 
amounts of sex, violence and slapstick and larded with the 
inevitable song-and-dance sequences. The garnishes 


a sequence in which villagers defend their homes against 
bandits, of The Magnificent Seven (itself a remake of the 
Japanese film The Seven Samurai). It also allegedly 
incorporated unacknowledged footage from Italian- 
American sagebrush sagas. 


accused of portraying women as objects of male 

exploitation, of eroding traditional values and of 
pandering to voyeurs’ prurience. The Khosla Commission 
on Indian Cinema was “driven to the conclusion that 
makers and producers are not really fit to be guardians of 
public taste, nor can they be expected to develop a passion 
for aesthetic or artistic production.” Even plus points, such 
as the technical competence the better-quality films 
display, have been interpreted as manipulative devices to 
perpetuate a myth of subjugation. Critic Bikram Singh has 
seen in the projection of such macho heroes as Amitabh 
Bachchan (current superstar of the Indian screen) “the 
desperate fantasy of a nation wishing for... a strong, 
uncomplex, dynamic person who can snap his fingers and 
set things right.” 


A part from sheer bad taste, Hindi films have been 
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Replying to such charges, the ageless actor turned __ 
producer-director Dev Anand has argued that in order to 
satisfy India’s vast and varied audiences a film must be 
broad enough in scope to transcend regional, linguistic and 
other barriers. In this context the Bombay talkie has even 
been lauded as the most effective vehicle for national 
integration. Film-maker Manmohan Desai, whose 
Dharamveer, Amar Akbar Anthony and Naseeb have been 
described as superior stunt events hingeing on items such 
as the destruction of a full-size glass house, is more down 
to earth about his motives: "I'm not in this business to make 
art films... l'm making what my audience wants to see and 
I'm in the business because I want to make money,” he says. 

And there is a great deal of money to be made — or lost — 
in the business. A Sholay-type extravaganza costs Rs 20-60 
million but with luck — astrologers are consulted to 
determine the date when shooting should start and titles of 
films have often been changed or had the spelling altered to 
a more auspicious combination at the last minute on 
numerologists’ advice — could make several times that 
amount. On the other hand, R. R. Chopra's The Burning 
Train (which cost more than Rs 20 million) proved to be a 
real disaster and lost heavily at the box office. 

In a scenario more reminiscent of Russian roulette than 
musical chairs as producers vie with each other by 
including more spectacular effects and more exotic locales, 
the stakes get higher and the game riskier. The trump cards, 
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G. P. Sippy's Sholay: a trend-setting blockbuster. 


however, are the stars that the producer can sign on. The 
visual hyperbole of Hindi films demands larger-than-life 
participants and has created a star system truly 
astronomical in terms of fame and fortune. 

Bachchan (Sholay, Coolie and Inquilab) reportedly gets 
more than Rs 2.5 million a film while leading ladies such as 
ex-Miss India Zeenat Aman (Manoranjan, Qurbani and 
Pukaar) and Rekha (Khubsoorat, Silsila and Umao Jaan) 
receive upwards of Rs 1 million. The stars generate an 
ancilliary industry of film magazines, scandal sheets and 
posters and enjoy far greater popular interest than most 
political leaders. When Bachchan was seriously injured 
last year while filming Coolie the country seemed to hold 
its breath until he recovered. 

Although Bachchan has discounted rumours that he is to 
enter politics, his counterparts on the south Indian screen, 
M. G. Ramachandran and N. T. Rama Rao, are the chief 
ministers of Tamil Nadu and Andhra Pradesh respectively, 
the latter's victory said by some to have been assured by the 
fact that many voters identified him with the divinities he 
played in mythological films. 

While producers and directors complain that stars are 


FAR EASTERN ECONOMIC REVIEW e 3 MAY 1984 









ALL RAABBABRARSASASSESSSSESSSSSSSSSZSSJ?J?7?,;.?21?2?7020g.2517171.1555950151 


too costly, make too many demands and are overbooked — 
Amjad Khan, who literally shot to fame as the gun-slinging 
villain in Sholay, reportedly once signed up for 110 films 
simultaneously — the actors plead uncertainties and 
tensions of their careers and expenses involved in 
maintaining a suitable public image to justify high fees and 
occasional flashes of temperament. 

Partly in order to avoid such star wars, a number of 
yesteryear's stars now turned film-makers such as Sunil 
Dutt and Raj Kapoor (who with his father Prithviraj and 
brothers Shashi and Shammi is himself part of a film- 
world dynasty) have inducted their sons at the top end of 
the business with varying degrees of success. Apart from 
being in consonance with the Indian tradition of the son 
following his father's trade, keeping things within the 
family makes good business sense in a trade that allegedly 
thrives on under-the-counter black money. 


most regional cinema is red. While the Madras-based 

industry is doing well — having become a surrogate 
for Bombay and branched out recently into soft-porn 
productions — most regional cinema is in a sorry state, 
much of it deservedly so as its productions are generally of 
poor quality. The notable exception is 
Tollygunge in Calcutta, home of Ray, 
Mirnal Sen and a number of innovative 
young cineastes such as Utpalendu 
Chakrabarty, maker of the award- 
winning Chokh (Eyes). 

While the run-of-the-mill Bengali 
film is like a downmarket Bombay 
talkie, Tollygunge's more serious 
productions have earned international 
acclaim but unfortunately not much 
else. Lacking mass appeal, regional 
cinema's constant problem is money 
despite institutions like the National 
Film Development Corp. (NFDC): : 
indeed the government has more often 
proved a hindrance than a help. 
Recently Chakrabarty's latest veriture 
was held up when the West Bengal state 
government suspended its economic 
support, allegedly because of a critical 
reference to Indian communists. 

The release of Ray's first film Pather 
Panchali (Song of the Road), made in 
the early 1950s with government 
assistance, was said to have been 
delayed by a bureaucracy which felt 
that the depiction of poverty might show the country in a 
bad light. Regional film-makers such as Ray have been 
seer as something of a threat to the Bombay industry and 
the Indian release of his first Urdu-language production of 
Shatranj ke Khilari (The Chess Players) was delayed 
allegedly because of pressure put on distributors by 
Bombay. 

The video boom and proliferation of pirated cassettes 
have also caused alarm in the Bombay film industry whose 
lucrative exports to West Asian and other markets have 
reportedly shown a sharp decline. The trade has pressed 
for a crackdown on illicit cassettes and video parlours, so 
far with littlesuccess. Another threat to the Bombay talkie 
has arisen from within its ranks in the form of a new cinema 
of realism which deals with serious social themes and 
stresses acting ability rather than gimcrack glamour. 
Against most expectations the new cinema has, since its 
inception a few years ago, made a significant impact not 
only on critics but also at select box offices. 

The doyen of this new trend is director Shyam Benegal 
49, who has blazed a trail of success with socially 
meaningful films such as Ankur (The Seedling), Manthan 
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The "Churning), ecd (The — dos and Mandi | 
Market). Other directors in this genre include Saeed 
k E ar Mirza (Albert Pinto ko Gussa Kyon Ata Hai — What 
: Albert Pinto Angry), M. S. Sathyu (Garam Hava — 
jt V Vind), Govind Nihalani (Ardh Satya — Half Truth) 
nd Calcutta-based actress Aparna Sen (36 Chowringhee 
I ike) who is the first woman film-maker to make her 

ark on the Indian cinema. 

The new cinema has created its own stars such as 
habana Azmi, Smita Patil, Naseeruddin Shah, Om Puri 


















ir ing institute in Pune (Poona) or have stage 

Ek srounds. Since the new cinema still cannot afford to 
gun. a number of its actors and actresses such as 

ah, Azmi and Patil have played in commercial potboilers 
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— in p A t fi for c "C ich 'hé. Says Pat : til: om “Tha ; ve O l 
convince commercia directors that a stereotype rolecan - 
be played differently: that I can avoid make-up if I'm 

playing a middle-class housewife, wear a crumpled sari or 





underplay my gestures.” 


However, Benegal and some other directors like him rule. 
out a marriage of convenience between art and commercial 
films. They believe that what is needed to give the new 
cinema a boost is the addition of about 10,000 special small 
cinemas to the existing national total of some 11,000 
cinemas throughout the country and feel that NFDC, 
instead of financing non-commercial films, should tackle . 
the job of providing theatres and leave the job of filling 
them to film-makers. But until that happens, the Bombay 
talkie continues to steal the show in town and village. D- 
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leth Quinlivan in Sydney 


. MC SSG The honeymoon period for Australian 
, films, both in terms of audience appeal 
and as a glamorous investment, is over. 
] Theindustry, having rocketed from 
nothing to a significant production centre 
, in slightly more than 10 years, is now 
u ruggling to maintain its impetus. The fashionable a apres 
f Australian films, locally and overseas, is at an end and 
> Australian tag is no longer sufficient to guarantee 
te ndance figures at screenings. 
To make matters more difficult, the film industry is also 
gling financially. Despite tax concessions available to 
pie or companies who put their money into a film, 
c epe dent producers have a difficult time in raising 
ds because of the reputation that films have as 
iable investments. Australian films that have 
3 tionally been the most successful have been medium- 
udget (A$2-4 million:US$1.9-3.92 million) period 
‘al 1as, whose real stars have often been the Australian 
"er ery or the cinematography. Breaker Morant, about a 
"gotten Australian anti-hero; Gallipoli, about 
As ist ralians fighting with the British against the Turks in 

; My Brilliant Career, Picnic at Hanging Rock, Phar 
», Careful He Might Hear You and the most successful of 
|, The Man From Snowy River, are all period films. 
/et now there is a general feeling among audiences and 
m-makers that the potential of period films has been 
p Indicative of this feeling is the recent poor 
sponse to Undercover which did not last a month in 
emas after opening in March. 
L Undercover i is a slick, professional and entertaining film 
S€ d on the life of one of Australia's early business 
pt repreneurs, Fred Burley, who founded the Berlei 
derwear empire in the late 1920s. The film had a good 
ei as st, an excellent crew led by director David Stevens (who 
;o directed The Clinic and the mini-series A Town Like 
, Alice) and was produced by David Elfick, who has 
reviously produced Starstruck and Newsfront. 
. Five years ago, when Australian films were more of a 
nc velty, the response to Undercover would probably have 
n quite different. But, with the feeling that period films 
have had their run, the film industry has been looking for 
new themes which will have as much appeal as the earlier 
hi Bstorical productions. More emphasis has been placed 
'ecently on Aii deed films, * to date prora the 
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successful ones have been winners only on art-house 
circuits rather than with mainstream audiences. Last year, 
only The Year of Living Dangerously, which starred Mel 
Gibson and Sigourney Weaver, really attracted a large 
audience. 

Reactions to Hal McElroy and McElroy's Razorback and 
to the Hoyts-Edgley production of Coolangata Gold — 
both to be screened in cinemas this year — will give some 
indication of the appeal of locally made, big-budget (both 
cost close to A$7 million) contemporary films.  . 

Razorback (dubbed, locally, the Jaws of the Outback) is 
about a giant man-eating pig that stalks around the bush 
looking for victims. Pre-sold to Warner Bros in the United 
States, the film has the elements of success — it stars the 
American actor Gregory Harrison, the music is by Iva 
Davies from the popular Australian band Icehouse; it has 
marvellous special effects and scenery and is directed by 
Russell Mulcahy, one of the best-known directors of music 
clips in the world. 

Coolangata Gold, co-produced by entertainment 
entrepreneur Michael Edgley and Hoyts cinema group, is a 
true-blue story about two iron-men champions and the 
film encompasses such themes as the morality of the win- 
at-all-costs attitude. Again, one of the real stars of the 
picture will be the magnificent scenery, with much of the 
film set on the beaches and rainforests of Queensland. 
Coolangata Gold is now in post-production and expected 
to be completed for this year's Australian Film Institute 
(AFI) awards in September or October. 


to period films: generally the appeal of local 

products has lagged. To attract an audience, a film 
needs more than just the Aussie tag. In the past, local 
audiences have been very patriotic. Until ET was shown, 
the most successful film in terms of box-office gross in 
Australia had been The Man From Snowy River, which had 
made more money than the Superman films, Raiders of the 
Lost Ark or Star Wars. Cinema-goers over the past year 
have however, preferred the glossier, perhaps more 
exciting US productions to even excellent local films such 
as Buddies: Getting Even. 

Buddies — about two young sapphire miners in 
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number of prizes at the AFI awards last year and was - 
generally reviewed very favourably. It was potentially a - 
highly appealing film for a broad audience of teenagers, 
with the story revolving around such matters as friendship 
and the fight against big business, yet it alo failed to 
attract large numbers of people. 

However, financing is the greatest immediate problem 
for the film industry. In the past 12 months, private-sector 
financing has been substantially lower than in any other 
year since the tax concessions were introduced. The value 
of films either completed or in production since the start of 
the current financial year is A$32.5 million and even 
though there are several projects planned to start before 
' the end of the year, it is expected that total funds invested 
will be down on the A$53 million in 1982-83. 

When tax concessions were introduced iin 1981, a huge 
number of films were made, most of which lost money 
leaving investors generally bitter about prospects of 
funding future feature productions. The recession in 1983, 
carrying over into the early part of the current year, has 
also meant that there was not as much money around for 
investments generally and the advantages of films as a tax 
concession decreased. 

Initial tax concessions offered were 150% but this was 
lowered to 133% by Prime Minister Bob 
Hawke's government's August budget 
last year. At the same time, the 
government increased by A$5 million 
its direct funding of the film industry. 
That money was to be handed out by the 
Australian Film Commission to 
producers with projects that seemed 
both commercially viable and had some 
cultural value. So far, about half the 
amount has been distributed. 

Feature films have been difficult to 
finance. Made-for-TV products such as 
mini-series and tele-features have been 
easier because, though not offering the 
potential of spectacular rewards, their 
returns are more reliable. An added 
problem for feature film-makers over 
the past year has been the competition 
from video. That problem is by no means : 
unique to Australia, as world-wide ' 
cinema groups have reported falling 
audienceseas video and cable TV take 
hold. 

While some Australian features are 
having difficulty attracting 
audiences, the same could not be said 
for TV. Mini-series' shown last year, such as Return to 
Eden, All the Rivers Run and The Dismissal had huge 
audiences. At the present rate it is quite li kely that the 
value of TV productions will exceed that of feature films 
next year. 

A number of big-budget mini-series are planned or in 
production. Bodyline, about the cricketinjz controversy 
which nearly sparked a major diplomatic incident between 
Britain and Australia in the 1930s, has just been completed 
at a cost of about A$5 million. The series will run over 10 
hours on Rupert Murdoch's Ten Network, probably later 
this year. : 

The Last Bastion, a mini-series about the relationship 
between prime ministers John Curtin and Winston 
Churchill and US president Franklin Roosevelt in the early 
1940s, was due to start production in April, while McElroy 
is also going into production shortly with The Last 
Frontier, a series set in the Australian outback. Producer 
Bob Weis is close to production of a four-hour mini-series 
The Dunera Boys. 

Competition between the networks has been particularly 
fierce recently, mostly due to the video boom. Mini-series 
and TV features have the obvious advantage of being 
totally new, something that has not previously been 
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estimated that one home in four has one. The industry is 
expecting this to be up to 30% by December and as high as 
50% by the close of 1985. 

TV features have been of growing interest ánd at least six 
look like being made this year. Although their ratings 
success has yet to be determined, there are arguments that 
Australian film-makers are best suited to making TV-style 
films: that is, more intimate, warmer pictures which do not 
depend on visual 'excitement as much as on dialogue and 
acting. Many Australian movies have failed in the past 
because they tried to imitate Hollywood-style films, which 
nobody does as well as major US studios. 

A the moment is the flow of talented, experienced 
technicians and actors out of the country. Judy 
Davis and Gibson, are very successful Australian stars yet 


major concern of the Australian film industry at 





both — and others in the same category — now work mostly - 


overseas and are usually available only at enormous cost to 
Australian productions. Such directors as Peter Weir 
(Picnic at Hanging Rock, Gallipoli, The Year of Living 
Dangerously); Bruce Beresford (Breaker Morant, Puberty 
Blues, The Getting of Wisdom) and Fred Schepisi (The 
Chant of Jimmie Blacksmith, Devil's Playground) have all 





worked for major US studios for the past couple of years 
but none shows any intention to return to Australia on a 
permanent basis, though Schepisi has agreed to direct one 
feature planned for early next year, The Damien Parer 
Story for producer James Vernon. In addition to Schepisi, 
Beresford and Weir, directors Gillian Armstrong and 
George Miller (director of Snowy River — not Dr George 
Miller, director of the Mad Maz films) have worked for US 
studios, though they do not seem as committed to remain in 
the US at this stage. 

The drain has included top cinematographers such as 
Don McAlpine and has left something of a gap in the local 
industry. There are, nevertheless, a number of directors 
remaining in Australia who are fast building reputations 
locally and overseas. Carl Schultz, currently working on 
Bodyline, won the award at the AFI ceremony last year for 
best direction on Careful He Might Hear You. The film won 
eight of 13 awards and has been purchased for distribution 
in the US by Twentieth Century Fox after a successful 
local-cinema run of nearly six months. 

Director Paul Cox one of the best-known directors in this 
country, has reportedly turned down a number of offers to 
work in the US and is currently shooting My First Wife in 
Melbourne. D | 
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The China 
Official Annual 
Report 1982/83 


All the information 
on China you'll ever 
n eed! 

E iow only US$60.00 


The 939-page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 

| an d its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 
i * > result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
C ompany, a group of dedicated professionals who know 
C t ina. intimately. The result is à book of unmatched 
readth and depth. 
v Vho needs it? 
Completely indexed, the COAR 1982/83, like the Law . 
Annual, places thousands of facts and bits of information 
at your immediate disposal. And like its companion 
pu lication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
makes the COAR enjoyable as well as informative 
reading. 

tk ow to get it 
Order your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 

payment of US$60.00 (or the equivalent in local 
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$ pA sa a double barrelled offer 
you cannot afford to pass... 


Law Annual 
Report of China 
—- 1982/83 


A road map through 
the labyrinth of 

China's legal system. 
Now only US$85.00 





The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 


. and clear indexi ng this 536-page volume literally places 


China's legal svstem at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or st udents of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it . 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 


rrency). indicated address. 
E 
E Order both books and save US$15.00. Clip and mail this coupon today! Send to: | 
[ Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. — 
| A) O Please send ........ copy(s) of B) O Please send ........ copy(s) of l | 
A The China Official Annual The Law Annual Report of | dec Worst petii 
M Report 1982/3 for which | China 1982/3 for which I C) LJ] Please send ........ set(s) of both 
| | enclose US$60.00 per copy. | enclose US$85.00 per copy. | The China Official Annual | 
NW For surface mail delivery For surface mail delivery Report and Law Annual Report 
| add US$7.00, for.airmail | add US$7.00, for airmail | of China 1982/83 for which | | 
‘I delivery add US$17.50. delivery add US$17.50. enclose US$1 30.00 per set. 
; | | For surface mail delivery | 
Bit — add US$14.00, for airmail 
| ENMOUGQE Pes vo Poesh om CORN EIE RTI ARE | delivery add US$35.00. | 
d eis vaL SE TRIN IST OS LO AA Fotolia ec Seu: oL le | 
H- You may forward payment in — local —* 2d 
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Victoria Terminus: ‘expresses most properly the meaning of the imperial climax." 


ARCHITECTURE 


Buildings of the bulldog breed 


Stones of Empire. The Buildings of the 
Raj by Jan Morris with Simon Winches- 
ter. Oxford University Press. Rs 210 
(US$22). 


he British — as has been claimed — 

may have established their Indian 
empire in a fit of absent-mindedness; 
but they built upon it with calculated 
effect. The architectural styles and de- 
signs for living they imposed on the 
landscape, often in bizarre contrast to 
the surroundings, were concrete ex- 
tensions of imperial policy: a facade of 
domineering aloofness created to over- 
awe a subject people and hold them in 
thrall. But if the grand edifices of em- 
pire helped a handful of white people 
to dominate a vast, distant and teem- 
ing landmass, the bastions of authority 
also enclosed the rulers in an ivory 
tower illusion of their superiority that 
was both the splendour and the shame 
of the Raj. 

In Stones of Empire, supplementing 
her earlier The Spectacle of Empire 
(Faber and Faber), Morris traces the 
history of the British presence in India, 
from early traders to imperial rulers as 
reflected and shaped by what they 
built. And she shows how for three 
centuries "a pungent, virile and gigan- 
tic muddle was kept in hand by British 
bluff." The stage props for this enor- 
mous deceit were the forts and the can- 
tonments, the mansions and the clubs, 
the churches and the railway stations, 


enclaves and entire cities such as New 
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Delhi, put up with bulldog determina- 
tion and a conjuror's ingenuity: “Not 
since the Romans .. . had an imperial 
people erected such a grand scale of 
structures in a subject land. They ex- 
pressed the will of a people not simply 
to rule, evangelise or exploit another 
but to adapt itself to utterly alien cir- 
cumstances — for which it evolved 
specific new vernaculars." 

From the residential bungalow (the 
word itself is of Indian origin) to the 
corridors of administrative and com- 
mercial power and the exclusivity of 
clubs, the common element was a 
physical and psychological space be- 
tween the occupants and the ambient 
reality, an unbridgeable separation 
that Rudyard Kipling called "shut-up- 
ness" and which added a new dimen- 
sion to the dictum of “divide and rule." 

Of that archetypal institution, the 
British Indian club, open to European 


Officers and gentlemen only, Morris 


writes: “Visually, their tone was . .. 
prohibitive daunting gateways, 
stern name-plates, sentry boxes for de- 
terrent watchmen; long drives to make 
the intruder feel uncomfortable, ter- 
races from which he might feel he was 
being stared at by superior officers." 
The imposing size of even the resi- 
dential buildings was often dictated bv 
necessity; while à modest British In- 
dian home housed at least six servants, 
the vice-regal establishment employed 
6,000 — the sole dutv of 50 being to 
keep crows off the lawns. Buildings, 





both public and pri- 
vate, reflected both 
status-seeking and 
nostalgia for distant 
climes. Calcutta’s 
Government House, 
built in 1797, was 
modelled on Kedles- 
ton Hall, Derbyshire, 
while 
High Court, built by 
Walter Granville, 
was such a faithful 


in Ypres, Belgium, 
that according to 
local lore the original 


high court's blue- 
prints after it was 
destroved in World 
War I. 

Britain's Industrial 
Revolution and the 
repercussions of the 
Indian Mutiny of 
1857 stitched India 
together with one of 
the world's best rail= 
way networks. The “secular Cathed- 
ral” of the Victoria Terminus in Bom- 
bay, built in 1887 by F. W. Stevens to 
coincide with Queen Victoria's Golden 
Jubilee, with its opulent blend of Vene- 
tian Gothic and Indo-Saracenic styles, 
according to Morris, "expresses most 
properly the meaning of the imperial 
climax" and is "rivalled only by 
Lutyens' palace in New Delhi, among 
all the buildings in British India." 

The author, however, is reserved in 
her comment about Calcutta's Victoria 
Memorial, an "allegorical sepulchre" 
designed by Sir William Emmerson às 
the British Indian answer to the Taf 
Mahal, and generally regarded as one 
of the less felicitous follies of the Raj. 





Calcutta's ` 


copy of the Stadhuis 


* 


was rebuilt from the ` 


But perhaps this is because, as she ob- - 


serves in conclusion, "the idea of em- 
pire... depended for its style as for its 
success upon effrontery." 

The tragi-comedy of empire is 
perhaps best summed up by the words 
on Rose Aylmer's ornate tomb in Cal- 
cutta. The epitaph by Walter Savage 
Landor, attributes her death to “a sur- 
feit of pineapples" at the age of 20. 

Morris writes with verve, humour 
and sympathy of the "brutal virtue" 
and historical fact of empire and of the 
stones it left behind which haunt the 
imagination "even when the tropic 
creepers covered them, . . . and apes 
trampled nonchalant across their 
roofs." Simon Winchester's photo- 
graphs and captions do less than jus- 
tice to their subject, but all in all the 
book is an apt addition to the growing 
structure of Raj mythology which pro- 
mises to outlast the tangible monu- 
ments of empire eroded by the winds of 
change. — BUNNY SURAIYA 
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SCMP Mail Order Bookshop brings to the busy executive, investor, and 
money market professional a selection of invaluable business reference 
volumes. Each book is designed to give you the kind of information you need 


Essential Management Handbooks From Dow Jones Irwin 


196. The Controller's Handbook 

A volume that offers thorough 
coverage of the expanding position of 
the controller in toda y's corporation 
Includes sections on the role of 
controllership, cost systems, financial 
analysis, financial responsibility and 
planning. budgeting and performance 
analysis. 1253 pp. US$60.00 


199, Handbook of Financial Markets 
Intended for both experienced and 
novice investors, the "Handbook of 
Financial Markets" covers instrument 
mechanics, market regulations and 
much more in a comprehensive yet 
rcadable form. Required rcading for 


intelligent portfolio management. 794 
pp- USS60.00 


— 


202. The Modern Accountant's 
Handbook 

The Modern Accountant's Handbook is 
an accurate, up-to- date reference 
which covers current accounting 
practice. The sixty- five contributing 
authors have been involved extensively 
in formulating their companies' 
accounting policies. They deal with 
ideas that have been developed and 
tried and, most important, ideas that 
work! US$60.00 


INVESTMENT 
MANAGER'S 
| HANDBOOK 


APEE — CUAL 


197. Investment Manager's Handbook 
A reference that is a single 
— guide to developing 
portfolios that will most benefit your 
clients and yourself. The 41 
contributors to the book represent a 
blue-ribbon group of top investment 
professionals, and the information is 
accurate, innovative and practical 
1037 pp. US$60.00 


200. Chief Executive's Handbook 
Ninety chief executives have ~ 
contributed 85 chapters to this book 
chapters which cover every facet of the 
chief executive's job. The lis of 
contributors reads like a who's who of 
American business. The Chicf 
Executive's Handbook contains a 
brilliant panoply of the idcas, insights, 
hunches, observations, and thoughtful 
ruminations of the people who are on 
the firing line every day. 1106 pages. 
US$60.00 
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HANDOUT 


REVISED COTTA 


203. The Bankers’ Handbook 

Covers every topic of importance to the 
practising banker and the businessman 
who uses the services of a bank. Its 87 
chapters place the money knowledge of 
90 of the country's leading bankers at 
the .fingertips of bankers and 
businessman alike, in concise, 
analytical style. Easy to use to help the 
businessman determine the best 
methods for improving the handling of 
his own banking. 1191 PP- USS$60.00 


198. The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business 
enterprises. Includes: background and 
concepts, use of information, 
organisation and control systems, 
emerging trends and much more! 1297 
pp. US$60.00 


201. The Treasurer's Handbook 

The Treasurer's Handbook will 
provide you with an almost 
inexhaustible source of ideas which you 
can apply to both day-to-day work as 
well as to even more important 
function of long-term planning. For 
those who wish to do further research 
on any particular subject, the editors 
have included a compilation of 
references which enlarge on the 
coverage in the book. 1210 pages 
US$60.00 


204. Financial Executive's Handbook 

A compact, authoritative source of 
information on every aspect of finance 
The 73 authors, cach a leading 
corporate executive and an export in his 
field, cover areas such as management 
control, capital management, 
accounting. mergers and acquisitions, 
systems analysis, asset management, 
etc. 1264 pp. US$60.00 








Required Reading For Investors And Money 


Money Market 
Calculations: 
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432. Money Market Calculations 

Yields, Break-Evens And Arbitrage 

Without the use of a computer, 

hundreds of calculations for 
determining the true yield of 
money market instruments under 
varying conditions can be done, 
and this books shows how 
Formula's for yield, total return, 
market valuation, accounting 

. Valuation, expected rate of return, 
yield on daily compounding basis 
and much, much more are 

included. 429 pp. US$36.00 


Marketing 
Planning 


813. The Sales Manager's Book of 
Marketing Planning 

^ complete, concise and practical guide 
for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate. Includes target marketing, 
distribution planning. price planning, 
sales and advertising plans and much 
morc. 244 pp. US$34.00 


428. The Business Of Winning 
How to succeed in business by 
really trying! A comprehensive 
basic and advanced guide to 


managing for personal and 
corporate profits, illustrated by 
detailed examples, how-to-do-it 
kits and case histories. 227 pp. 
US$20.00 
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The Frei a 
tom eng et 











433. Modern Portfolio Theory 
In a unique blend of the academic 
and practitioner s points of view, 
this volume provides the portfolio 
manager and the individual 
investor with current state of the 
art concepts and applications for 
money management. The concepts 
are clearly stated with diagrams 
and graphs to support and clarify 
the explanations. Supplements 
provide mathematical details. 525 
pp. US$55.00 












FOREIGN 
INVESTMENT IN 
UNITED STATES 
REAL ESTATI 


440. Foreign Investment In United 
States Real Estate 

If you are a non-citizen considering 
investing in US property or a 
person who wants to meet the 
foreign investor's needs, this book 
will save vou time, trouble and 
moncy. This comprehensive guide 
follows the investment process 
from the buyer's view point and 
deals with the special problems of 
anonymity, currency controls, 
property management, joint 
ventures etc. 655 pp. US$60.50 


814. The Money Market 

An up-to-the-minute volume that 
reviews the many crucial developments 
in the money market since 1978. 
Covers the evolution of Fed policies, 
the explosive growth in financial 
futures, the growth and evolution of 
Euromarket, the huge increases in 
money marke! instruments and more! 
A great trading aid. 728 pp. US$48.00 
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to do your job more effectively — and with 


greater success and satisfaction. 
MAIL YOUR ORDER TODAY! 


Aarket Professionals (DJI) 


20 4H e 
EXCHANGI 
FUTURES 


4M. Foreign Exchange Futures 
The first book to describe in detail 
the operations of the foreign 
exchange futures market! It 
explains how some traders employ 
currency futures to limit their 
foreign exchange risks and how 
others use them for arbitrage and 
speculation. Any individual who 
buys foreign- made goods or works 
for a multinational corporation will 
find this book an indispensable 
guide. 317 pp. US$35.00 








435. Interest Rate Futures 

Written for anyone professionally 
or privately engaged in finance and 
investments — or who is interested 
in learning more about them 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks 
Individual investors will find 
alternate strategies to fit both 
conservative and speculative 
objectives. 413 pp. USS35.00 





issues For The Senior Executive 





THE 
| CONCEPT OF 
| CORPORATE 
STRATEGY 





423. The Concept Of Corporate 
Strategy 

Covers in depth the four major 
functions of the chief executive | / 
securing the attainment of planned 
results in the present 2/ producing 
»oth technical achievement and 
human satisfactions 3/ making a 
listinctive personal contribution 4/ 
Manning policy affecting the 
'uture. 180 pp. USS20.00 





 424.C 





ate Information 
Systems Management 

A volume that addresses the issues 
of strategic planning in the design, 
implementation, and control of 
large-scale information systems 
Focusing on the entire information 
system function in a corporation, it 
blends the management of IS 
technology with the role of general 
manager. 211 pp. US$23.00 





low Jones Irwin Reference Books 


THE | 
DOW JONES 
WERAGES 


ISS) JUN(O 


4930. The Dow Jones Averages 
1885-1980 

This magnificent volume ts an 
absolute must for brokers, bankers, 
Wock analysts, market researchers 
and students of the market. It is 
the only complete source for all the 
Dow Jones daily averages at the 
close of each trading day from 





431. The Dow Jones Irwin Business 
And Investment Almanac (1983) 


The Dos be 

BUSINESS ani 

INVESTMENT 
ALMANAC 


Lm dm Serer S Lost 





A vast compendium of information 


of interest to businessmen and 


investors. The major focus is on 
information for investment 


decisions. Includes major stock 


market averages, price-carning 
ratios, review of major futures 
markets, charts for future - traded 


1885-1980. A chronological history 
gives a detailed account of how the 
averages began, when and what 
changes took place, and why the 
averages have to change. US$60.00 







commodities, mutual funds 
performance, price performance of 
collectibles: (Southeby's index) and 
more! Recommended for all 

libraries. 638 pp. USS25.00 
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436. Managing Bank Assets And 
Liabilities 

A book that explains in detail how 
bankers can prudently seck to 
maximize profits within the 
constraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A crucially 
important management arca! 429 


pp US$42.00 


425. The Analysis Of Financial 
Statements 

Ideal for anyone who must be able 
to read and analyse a financial 
statement intelligently. Chapters 
include: Tools and Techniques 
Analysis of Short-Term Liquidity 
Fund Flow Analysis, Asset 
Utilization and much more. 311 
pp. US$25.00 


wee X — 0 — € A— s A— o A— s A— 4t Ét I — 


Title 


í MAIL TO: 
SCMP MAIL ORDER 


BOOKSHOP 
GPO BOX 47 
HONG KONG 


Yes! | want the convenience of shopping 
by mail. | enclose my crossed cheque 
payable to SCMP Ltd. in the amount 


—— 


Name:. 
Address: 


* For surface mail & packing please add U5$4.00 /copy 


4X7. The Dow Jones-Irwin Guide 
To Commodities Trading 

A valuable reference that starts 
with a general overview of the 
market, and continues with 
analysis of commodity price factors 
which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with 
157 pp. US$25.00 


426. Valuing A Business — The 
Analysis And Appraisal Of Closely 
Held Companies 
The essential book for any person 
who needs to know the valuc of a 
closely held corporation or un- 
ated business. Beginning 
with the fundamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices. Methods are 
also applicable to regular 
corporations, general and limited 
partnerships and sole 
proprietorships. 410 pp. US$60.00 


| 
| 


* For air mail & packing please add 
SE. Asia Europe & USA 
USS7.50/copy — USSIS.00/copy 


You may forward payment in equivalent local currency. 


Í gume 
ITO 
INTELLIGENT 


| INVESTING 


438. Guide to Intelligent Investing 
Geared to the investor who wants 
to create and handle his or her own 
Sob The book covers the 

sics of sound investing, how to 
formulate investment objectives, 


sources of information, evaluation 


of stocks, bonds, options and 
special situations and more. The 


key to building a rous 
future! 351 pp. USST7.50 


427. The Versatile Mana 
Describes the use of the famous 
grid approach when motivating 
and communicating with 
subordinates, peers and superiors. 
Understanding what action is 
appropriate to a given 
circumstance is an essential trait 
for successful management. This 
volume shows how anyone who 
aspires to leadership can master 
versatility. 233 pp US$20.00 
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/ also intend to concentrate on 


* 


loped countries (LDCs). 

s emerges from a survey among 
nk and non-bank financial institu- 
hs carried out recently by the newly 
quasi-government Japan 
for International ‘Finance 


nstitutions somewhat bruised and 


rience in recent years, but gener- 
8. 

reveals a sharp, competition- 
n surge in overseas lending over 


worth — and to the point where 


profits. 


nese banks, insurance companies 
other. 


tutions, the results are revealing 
he general overseas lending experi- 
of Japanese financial institutions. 
einstitutions approached were all 
which founded the JCIF: 13 city 
ks, three long-term credit banks, 
yen trust banks, eight regional banks, 
» life-assurance companies, 
on-life insurance companies and the 
rinchukin (agricultural cooperative 
nk). The rate of response was 96%. 
he institutions disclosed the scale of 
eir medium- and long-term foreign 
redits with seven banks holding more 
n X1 trillion (US$4.48 billion), one 
nk X750 billion-1 trillion, five 
900-750 billion, eigth | ¥200-500 
jon, one bank and two insur- 
nce companies 3100-200 billion, one 
ank and four insurance companies 
0-100 billion and.seven banks and 
sht insurance companies with less 
an X50 billion. 

. Ministry of Finance (MoF) figures 








probably will slow down their | 
ping countries as | 
ult of problems that have arisen in - 
der of debtor countries and will -pated lending 1 
r Overseas "dne in fu ure. e 


ding to industrialised countries - 
er than to developing or less- | 


P). which was made available to 
REVIEW. The findings show Japan- . 


ened by their — lending . 


ptimistic about RUE their 


> past decade, to the point at which 
l overseas lending by Japanese in- . 
tions overshadows their aggregate. 


e institutions now rely on overseas. 
ing to provide up to one-fifth of 


e survey was conducted among 46 
institutions between 1 


ember and 15 December 1983. Al- 
ugh it does not identify individual 


by insurance companies’ 


five 





at total medium- and long- | cial nee 
erm foreign currency-denominated. 


overseas lending by Japanese financial 
institutions rose to US$52.3 billion at 
the end of calendar 1982 from US$7.3 
billion at the end of 1973. Yen-denomi- 
reached ¥2.99 trillion 
by the end of 1982. 

International operations have con- 


tributed more to Japanese banks' pro- 


fits in recent years, accounting for 10- 
20% » of dice for half the banks in the 


| 
| 
| 
| 


ing competition between other Japan- 


ese banks and foreign banks also was 
| cited as a motivating force. In the 


1980s, however, the lack of domestic 
investment opportunities became the 
impetus for their overseas activity. 
Concerning plans to deal with the 
accumulated debt problem, 53% of the 
institutions said they would stress 
lending to industrialised countries 


OVERSEAS LOAN- LOSS RESERVES 


¥ billion 


Sumitomo 
Dai-Ichi Kangyo 
Bank of Tokvo 

Mitsubishi - 

Sanwa 

Fuji 

Tokai 

Taiyo Kobe 
Saitama 

Daiwa 

Hokkaid o Takushoku 


Japan 
Long- Term Credit Bank: 
n Credit 


Mitsubishi Trust 


Sumitomo Trust 
Mitsui Trust 
Toyo Trust 


Source: Nihon Keizai eib um, 


fiscal year that ended 31 March 1983. 
The same ratio holds for the share of 
overseas-investment assets occupied 
' interest and 
dividend revenue from overseas. 
Further, in fiscal 1982 ., about a quarter 
of Japanese banks saw overseas lend- 
ing occupy 10-25% of their total lend- 
ing, and 1-5?5 of insurance companies’ 

total lending came from foreign loans. 


! Bhe total of overseas loans by the 
13 city banks to 29 troubled coun- 
tries, which form the basis of 
foreign loan-loss provisions, ap- 
proaches the net worth of those bonis. 





According to informed sources, the 


total.net worth of Japanese city banks 
at end-1983 came to ¥5.16 trillion, 
compared with the lending total to 
those 29 countries of Y 4.69 trillion. 
The Japanese survey reveals that the 
majority of financial institutions in the 
pol began to increase their external 
exposure in order to cater to the finan- 
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over that to LDCs, 29% said they 


would lend to LDCs, but only selec- 
tively, and 14% said they would handle 
applications case by case. Most of the 
respondents also said debtor countries 
should pursue strict austerity pro- 
grammes as the best way to solve their 
debt problems. 

Although the survey did not identify: 
partieular institutions or their lending 
levels, itis understood that none of the 
respondents increased its capital last. 

year to cover potentially troublesome- 
loans. Moreover, informed sources said 
none of the Japanese loans now ‘appear 
to be irrecoverable. < 

Currently, Japanese financial in- 
stitutions have two types of loan-loss 
provisions: one is a special provision. 


. that applies to loans considered almost 


impossible to recover. This requires 
special approval in advance from the 
MoF's Banking Bureau and is difficult 
to set up as a special reserve. Theother 
sion, calculated from 











allowed to set up only non-tax-deduc- 
tible loan-loss provision reserves, but 
from the beginning of this year, the au- 
thorities have allowed them to arrange 
tax-deductible reserves. 

One reason banks and insurance 
companies are likely to shift their 
lending strategies to developed nations 
from LDCs is that some 60-80% of pos- 
sible LDC borrowers already are under 
various debt-rescheduling schemes. 
"There are very few choices — [South] 
Korea, Malaysia, Thailand — among 
the LDCsthat are not under reschedul- 
ing requirements," said one source 
familiar with the survey. "Japanese 
banks seem to be increasing their loan 
portfolios to LDCs, especially [in] 
Latin America, only under those re- 
scheduling plans.” 


l the institutions surveyed 
Bee it would. take at least 

three years to remedy the exter- 
nal-debt situation. Some 64% said the 
debt-accumulation problem stemmed 
from a temporary lack of liquidity, but 
34% considered it to be a structural 
problem. Nevertheless, 63% of the 


banks and other institutions said they. 


intend to improve their country-risk 
analysis and strengthen research faci- 
lities and country coverage. There also 
was a consensus that grace periods, in- 
terest rates and rescheduling fees for 
debtor nations should be eased. 
Institutions surveyed indicated that 
their caution on future lending limits 
will be tempered by what their com- 
petitors do. Some 70%, for example, 
said they would handle external-lend- 
ing requests on a case-by-case basis 
“without placing too much emphasis 
on expanding balances.” Only 5% said 
they would slow their lending opera- 
tions because of the accumulated debt 
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crisis which began with Mexico in 
1982. 

The Organisation for Economic Co- 
operation and Development's (OECD) 
1983 survey of the external debt of de- 
veloping countries suggests the mag- 
nitude of the debt problem and the cru- 
cial role of financial institutions' at- 
titudes and strategies in helping to 
manage it. Between 1978 and 1982, the 


rise in interest rates and a massive in- 














crease in borrowing doubled the in- UM a 

terest payments of medium- and long- E j) | 

term debt. For all developing coun- A 

tries, the total rose to US$50 billion in E a P. 

1982 and to US$35 billion for non- Wo D Ea tC meee 

Opec developing countries, or an an- ee eT. OP le | 

nual rate of increase of US$8 billion | |. * 8» VA uo mae 1 3n 

for all LDCs and US$6 billion for non- | || S88 44) * f Hi - An 

Opec, non-OECD countries. D AIME DESCRI ae 
Althcugh the break during 1982-83 Harvesting in Bangladesh: a record year. X 

in the upward surge of interest rates — — 

helped ease some of the strain, the | AID " 

OECD Secretariat estimates that the | ^ “4 

current interest bill for all developing 9 

countries this year will bein the US$5- rien A 

6 billion range. (The OECD survey É 

cites South Korea, Malaysia, In- | e 

donesia, Taiwan, Thailand, India, In need 

China and Algeria as developing coun- t: 

tries which do not have significant TN 

debt problems.) Pledges of aid to Bangladesh 2 
Nihon Keizai Shimbun, Japan's | fall some US$500 million 

leading financial daily, said in De- , 

cember 1983 that outstanding loans by short of what is wanted | 

Japanese financial institutions to fi- 4 

—— troubled developing coun- | By S. Kamaluddin in Dhaka Pr 

tries would rise to about US$7 billion he 11th meeting of the World Bank-  . 

by the end of 1983. Quoting banking led Bangladesh Aid Group held in 

sources, the newspaper said loans by | Paris in April has pledged fresh aid for 

city banks, long-term credit banks and | fiscal 1984-85 to the tune of about E 

trust firms totalled an estimated *6.8 | US$1.72 billion, compared to the total ~ 

trillion at 30 September 1983, up 7% | aid need of about US$2.25 billion. An ~ 


from six months earlier. 


It also said loan-loss reserves 


amounted to ¥270 billion, up ¥39 bil- 


lion from six months earlier. The maxi- 
mum ratio for loan reserves has been 
set at 5%, and Nihon Keizai said eight 
financial institutions had set the maxi- 
mum ratio in the September six- 
months period, up from three institu- 
tions in the previous period. 

The OECD survey declared: “Pri- 
vate-bank finance has a definite role to 
play in developing-country financing 
and probably cannot fall below a cer- 
tain minimum. However, banks, indi- 
vidually and collectively, will have to 
see their role and interests in a broader 
perspective than in the past.” 

The JCIF concluded: “Relatively few 
institutions stressed the role of private 
banks, the majority citing prevention 
of free riders as an important consider- 
ation.” From these statements it seems 
that the attitudes of private banks and 
other financial institutions, at least 
those in Japan, have not changed much 
from the original commercial competi- 
tiveness that helped cause the debt 
crisis in the first place. o 


additional amount of around US$100 
million is expected to be available later 


from some of the consortium members 
in response to a special request from 


Dhaka, a highly placed source told the 
REVIEW. 

Whilethe government was expecting 
a slightly higher level of fund pledges 


during the meeting, because of signs of ` 


economic recovery in the West, the 
outcome has not been totally dis- 
couraging. With expected funds from 
other non-traditional sources, such as 
the Islamic countries and the Islamic 
Development Bank, total pledges may 
reach at least US$2 billion. “If that 
does not happen,” a senior official 
commented, “we would be really con- 
cerned.” 

The most important aspect of foreign 
aid is actual disbursement. During fis- 
cal 1984-85, which begins on 1 July, 
total aid disbursement has been pro- 
jected at US$1.63 billion compared to 
the original estimate of US$1.4 billion 
and the revised estimate of US$1.3 bil- 
lion of actual aid disbursement in fis- 
cal 1983-84. Actual disbursement is 
very important for the country's 
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economic g h, as a loss of each 
US$100 million in foreign aid means a 
0.6% loss in potential gross domestic 
product. ‘growth. 

This importance has been amply il- 
lustrated in the estimated .economic 
growth of 5% in fiscal 1983-84 com- 
pared to the original target of 6%. This 
shortfall was due, despite a record 16 
million tonnes of foodgrains produc- 
tion — up 1 million.tonnes from the 
year before — in an agriculture-domi- 
nated economy, to a drastic shortfall in 
- commodity- -aid commitments and the 
late signing of an aid agreement. The 
economy grew by little more than 3% 
in fiscal 1982-83. 

In the memorandum presented to the 
Paris meeting, Bangladesh projected 
its total foreign-aid needs at US$2.25 
billion, made up of US$310 million in 
food aid, US$670 million as commod- 
ity aid and US$1.27 billion as project 
aid. Consortium pledges totalled 
US$246 million in food aid, US$538 
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comm Jdi aid, U 


-million 
lion in Se aid and Ped t US$70 


million as technical assistance. 

The meeting noted “a slowly recov- 
ering Bangladesh economy led by ex- 
cellent progress in the agriculture sec- 
tor” but less satisfactory progress in the 
non-agriculture sector, mainly be- 
cause of lack of domestic demand 
caused by the “stagnation of per capita 
income during the past two years.” 
While the donors commended the 
Bangladesh authorities on their adher- 
ence to the financial and administra- 
tive reforms introduced in fiscal 1982- 
83, which were further consolidated 
the following year, they were some- 
what critical of the slow pace of 
domestic-resource mobilisation as 
well as the slow rate of project im- 
plementation. 

Michael Weinhen, director of the 
South Asia country programme of the 
World Bank, said in Dhaka after the 
Paris meeting that the reasons for the 


An inching together 


Thai Premier Prem Tinsulanond's visit to Canada yields small but 
concrete results, underlining a steadily developing relationship 


By Wayne Gooding in Toronto 
E^ marked the first leg of an 
8-27 April mission from. Thailand 
led by Prime Minister Prem Tin- 
sulanond, accompanied by an unusu- 
ally large party of officials from the 
public and private sectors, including 
the foreign, agriculture and commerce 
ministers. The mission was scheduled 
to visit the United States, Denmark, 
"Yugoslavia and West Germany. 

While the Washington leg of the tour 
resulted in big promises of aid and cre- 
dit for the Thai military, the Canadian 
stopover was less dramatic. However, 
while the two countries are still getting 
to know each other as economic 
partners, ties have become markedly 
closer in the past two years. 

Thai/Canadian trade was worth 
C$207 million (US$162.35 million) last 
year, up from about C$175 million in 
1982 and C$166 million in 1980. 
Canada traditionally has enjoyed a 
surplus — C$86 million in 1983 on 





Thailand recorded an impressive gain 
in 1983, with its exports to Canada of 
C$60.5 million from C$33.7 million in 
1982. 

This trade represents about 18% of 
Canada's two-way trade with Asean. 
Thailand takes about 22% of Canada's 
exports to the grouping, and supplies 
about 13% of the imports. (On the sea- 
mier side of economic relations, illegal 
traffic in drugs seems more lucrative 
than official trade flows. It is esti- 
mated that about half the heroin find- 
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ing its way on to Canadian streets, val- 
ued at C$2.6 billion, originates in Thai- 
land. Police Maj.-Gen. Chavalit Yod- 
mani, secretary-general of the Narco- 
tics Control Board, was among the 
official Thai party travelling with the 
mission.) 

Investment , however, amounts to 
only C$19 million, or 1% of Canadian 
investment in Asean. The six firms that 
have set up operations in Thailand are 
Alcan Aluminium, Bata Shoes, Canac 
Consultants, Seagram, Royal Bank of 
Canada and Bank of Nova Scotia. En- 
gineering consultant Lavalin is ex- 
pected to join the list to handle busi- 
ness in Thailand's oil and gas sector, 
along with Bell Canada International 
(telephone systems) and H. A. Simons 
International (newsprint). 

In the private sector, the Canadian 
International Development Agency 


| (CIDA) plays a key role. Of the three 


major bilateral agreements signed 
during the Prem mission, one was a 
double-taxation treaty and the others 
involved further CIDA projects. A year 
after designating Thailand a core 
country of concentration, CIDA ap- 
proved a programming framework 
with a five-year budget of C$50 mil- 
lion, which was doubled in 1983. 

With a budget of this size to work 
with, CIDA's activities in Thailand 
over the next couple of years should 
throw some light on how Canada is 
managing to forge closer links between 
aid programmes and commercial in- 
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difficulties, but added that- more ef- 
forts by the government were called 
for. He said: “Donors will work very 
closely with the [Bangladesh] Govern- 
ment to remove the bottlenecks.” 

The Bangladesh delegation to the 
Paris meeting, led by M. Syeduzzaman, 
principal finance secretary and ad- 
viser for finance, suggested that the 
economy was “now poised for an ad- 
vance from the recessionary situation 
of the past few years.” 


hiłe generally agreeing with the 

government's steps towards stimu- 
lating the economy and encouraging 
the private sector to play a greater role 
in economic development, the donors 
also identified a number of areas 
where they believed improvement was 
absolutely necessary “if a solid basis 
for satisfactory and sound growth was 
to be established.” 





terests. So far the push to ally these has 
received its most concrete expression 
in the aid trade fund announced in 
Canada's recent federal budget. By the 
turn of the decade as much as C$1.3 
billion of CIDA money could be com- 
mitted to the fund for use in projects 
that would typically also involve credit 
provided by the Export Development 
Corp. Clear guidelines for the use of 
the fund have yet to be set, though a 
CIDA official said agency programmes 
could well serve as the model. 

The existing approach to Thailand 
seems to exemplify the view that good 
aid should be beneficial both to donor 
and recipient. CIDA's strategy, said a 
senior agency source, is to act as a 
catalyst to foster long-term economic 
links in key areas and thus eventually 
reduce the need for band-aid develop- 
ment funding. 

Currently, the CIDA list of projects 


3 MAY 1984 e FAR EASTERN ECONOMIC REVIEW 


"These areas are: domestic resource | qui 


mobilisation, measures to contain fi- 
nancial liquidity, project implementa- 
tion, aid utilisation and improvement 
of the efficiency of public administra- 
tion. They also discussed the increas- 
ing problem of providing employment 
in rural areas and further diversifica- 
tion of the economy. 

The donors appear to have been di- 
vided into two distinct groups at the 
meeting — one emphasising improved 
economic management and efficiency, 
the other giving more importance to 
the socio-economic aspects of distri- 
bution and reaching the largest 
number of people. 

Planning Commission member A. M. 
Shahadatullah told the REVIEW: "We 
may go for strict and efficient manage- 
ment, provided we get enough aid to 
ensure that growth does not suffer." 
He said that when this was argued at 
the meeting, donors expressed their in- 
ability to meet the increased aid re- 






lems at home. 
Next year's annual development 
programme has been projected at Taka 
36 billion (US$1.44 billion) of which 
more than 80% would be financed 
through foreign aid. Any shortfall in 
the actual disbursement of foreign aid 
would cut into the projected growth 
rate of 5.5% for the next year. While 
agreeing that dependence on foreign 
aid for the implementation of the deve- 
lopment programme should be gradu- 


ally reduced, Shahadatullah said that | 


the per capita foreign aid that 
Bangladesh receives is one of the low- 
est in the world — only US$16 last 
year. 

Although Bangladesh made no com- 
mitment at the Paris meeting to make 
any drastic price adjustments in the 
next budget to be announced in late 
June, subsidies now being given in fer- 
tiliser sales and food distribution 
under the rationing system are likely to 


be reduced further and fees for services 
and utilities to be raised to mobilise 
domestic resources. To achieve 5.5% 
economic growth in fiscal 1984-85, the 
sub-sector growth pattern has been 
projected as follows: foodgrain pro- 
duction 4.4% (up 16.6 million tonnes 
from 15.9 million last year), raw jute 
13% to 590,000 bales, electricity by 
15%, natural gas by 34%, industries 
8% and others by 5.4%. 

The overall import bill has been pro- 
jected at US$2.75 billion compared to 
about US$2.5 billion last year, while 
export earnings at US$830 million 
compare to US$770 million last year. 
The aid disbursement projection of 
US$1.63 billion included US$300 mil- 
lion in food aid, US$600 million in 
commodity aid and US$730 million in 
project aid. The commodity-aid dis- 
bursement next year has been pro- 
jected at US$140 million higher than 
the original target of US$460 million 
for fiscal 1983-84. oO 
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Prem with Prime Minister Pierre Trudeau: gettíng to know each other. " 


in Thailand carries a price tag of about 
C$75 million. This does not include 
money channelled to the country by 
multilateral agencies such as Unesco. 
Also excluded are CIDA's contribu- 
tions to projects valued at about C$5 
million undertaken by Canadian non- 
governmental organisations (such as 
church groups) and assistance to re- 
fugees along the Thai-Cambodian bor- 
der, worth almost C$27 million in the 
1979-83 period. 


mong other projects, CIDA money 

currently is underwriting consulta- 
tive assistance in the planning of Thai- 
land's fisheries, investment and capi- 
tal-inflow management, community 
planning, grains distribution, trans- 
portation and management. During 
the Thai mission's Canadian tour, à 
further agreement was signed to pro- 
vide C$3 million to the Population and 
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‘sources 


Community Development Association 


‘to improve living standards among the 


rural poor in northeast Thailand. 

On the industrial supply side, Mac- 
Donald Detwiller of Vancouver and 
Ottawa-based Dipix Systems have 
CIDA support to provide equipment to 
upgrade Thailand's Landsat ground 
Station to receive data from the newly 
launched Nasa Landsat 4 satellite, 
while further funds are providing 
technical assistance and training in the 
use of Landsat images. 

Coincidental with Prem's visit, it 
was announced that Kenting Earth 
Sciences, a division of the Calgary- 
based Trimac, had won a C$25 million 
contract to carry out an airborne 
geophysical survey for mineral re- 
throughout Thailand. Al- 
though this contract was awarded by 
the Asian Development Bank, CIDA is 
contributing C$12 million in related 


technical assistance, training and con- 
sulting services to help the Thais make 
full use of the survey. 

The agency's industrial cooperation 
division is taking about 30 small and 
medium-sized Canadian companies in 
the agro-industry, telecommunica- 
tions and light-manufacturing sectors 
to Bangkok in May for Can-Thai '84. A 
main objective of the trade show is to 
identify the possibilities for joint ven- 
tures and technology transfer. The 
show follows on the heels of others in 
the electronics, aviation and transpor- 
tation sectors. 

There also will be a joint Canadian- 
Thai seminar this summer in Bangkok 
in which policy planners will look 
broadly at the prospects for long-term 
cooperation in the development of 
high-technology and energy sectors. 
Thai participation in this seminar is 
likely to come from the new Thailand 
Development Research [Institute 
(TDRI). Although this has been legally 
established, it will be some months be- 
fore it becomes fully operational with 2 


research staff of about 20. CIDA is in- * 


volved in this too, having signed an 
agreement during Prem's visit to pro- 
vide C$5 million to help get the insti- 
tute running. The Ottawa-based Insti- 
tute for Research on Public Policy also 
will help in establishing the Thai insti- 
tute. ; 

Snoh Unakol, secretary-general of 
the Thai National Economic and So- 
cial Development Board and first 
chairman of TDRI, said: “The idea is to 
do policy research in-house that will 
boost and support research in other in- 
stitutions in Thailand and abroad." 
Snoh's list of priorities for TDRI run 
the gamut from macro-economic po- 
licy management through agricultural 
and rural development, transport and 
urban development to human-re- 
source development in science and 
technology. o 
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in a small town called Viitasaari in 
central Finland there's a heating plant that 
may not look out of the ordinary, but it is 
- and in many ways 

This plant manages to satisfy the 
energy needs of a couple of thousand 
families as well as local industry with just 
a single drop of oil! 

This single drop is needed only to 
ignite the fuels, in this case bark, peat Or 
waste wood. 

The plant is one of more than a thou- 
sand such units designed and built by 
Witermo, one of the engineering arms of 
Rauma-Repola of Finland 

Witermo have supplied containerised 
heating plants and stationary heating 
plants to all over the world, most of them 
on a turnkey basis, ready for immediate 
Start-up 

All Witermo plants can be fired with 
oil, gas or a variety of solid fuels, and 
they never produce dangerous wastes 

The plants are also highly automated, 
making operation simple and easy to 
learn; as consumption grows further units 
are always easy to add 

Ask for more information. Rauma- 
Repola's Witermo can help you make big 
savings 


Rauma-Repola is a business partner 


you can always rely on. 
Heating plants are only one part of 


Hauma-Repola's know-how 

We have more than 40 different 
plants and our product range includes 
oil-drilling rigs, ships, machinery and 
equipment for the mining and forest 
industries, pulp and paper, sawn timber 
and prefabricated houses 

With a turnover of more than one bil- 
lion US dollars in 1983, Rauma-Repola is 
one of the largest industrial groups in 
Finland. We are financially stable, and are 
both willing and able to arrange financing 
facilities for our partners, normally 
backed by Finnish Export Credit Ltd 

For further information, write, phone 
or telex to Pasi Venalainen, Managing 
Director, Rauma-Repola (Asia-Pacific) 
Ltd, 10-01 Goldhill Square, 101 Thomson 
Road, Singapore 1130, telephone 
2506811, telex rs 36703 ràure, fax 
2502501 


All-round know-how by Rauma 
Repola: special tankers, dry cargo, ro-ro 
and other vessels, marine equipment, Oil 
drilling rigs and drillships; wood-process 
ing machinery; mining and metallurgical 
machinery; construction machinery, 
newsprint and magazine paper, kraft 
specialities, dissolving pulp; sawn timber, 
veneer, plywood and prefabricated 
houses; biomass power plants 


Photograph 
All Witermo heating plants can be fired with 
gas, oil, coal or a variety of solid fuels 
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Japanese companies prepare to change the way the world 
communicates through sophisticated value-added networks 


By Gene Gregory in Tokyo 

hen Japan's Information Network 

System (INS) was announced at 
the third World Telecommunications 
Forum in September 1979, the futuris- 
tic plan looked like the ticket to a brave 
new world of communications. In con- 
trast with earlier telecommunications 
systems, the value of the new network 
would be measured by the enhanced 
level of its information-processing 
capabilities, rather than by the sheer 
speed and fidelity of transmission and 
switching. 

Advances in signal processing 
brought about by digital technology, 
accompanied by developments in 
voice, character and pattern recogni- 
tion, would be made possible by very 
large integrated circuitry, com- 
puterised switching and optical-fibre 
transmission networks. 

Now it is all happening. Not as it was 
originally foreseen by the INS desig- 
ners, but in a more open and competi- 
tive business environment that pro- 
mises to give more rapid and far- 
reaching effects to the revolutionary 
technologies the system was intended 
to exploit. 

After months of wrangling between 
ministries «nd some unseasonably tor- 
rid criticism from Washington, the Ja- 
panese cabinet approve ' early in April 
two telecommunication. bills that will 
open the door to a new phase of the in- 
formation age. The bills, when 
enacted, will end the 34-year-long 
domestic telecommunications mono- 
poly enjoyed by Nippon Telegraph 
and Telephone Public Corp. (NTT) 
and liberalise value-added network 
(VAN) services to permit Japanese 
and foreign private firms to enter the 
market. 

As a result, an important new infor- 
mation industry is emerging. This in- 
dustry, which appropriately has been 
called network information services, 
will permit users to interact directly 
from remote terminals with one or 
more computers and associated data 
banks, or from one facsimile terminal 
to another, regardless of protocol com- 
patibility. Access to distributed infor- 
mation systems within and between 
enterprises, remote transaction re- 
cording, data-base inquiry and com- 
puter conferencing will all become 
possible, bringing everyman a cornu- 
copia of information. 

Networks which make all this possi- 
ble enhance the value of existing trans- 
mission links to the end user by packet 
switching of data through digitalised 
systems, altering format and encoding 


and decoding signals, facilitating com- 
puter communications. A value-added 
carrier does not construct new tele- 
communications links. Instead, it 
leases links from other carriers and 
creates a VAN with sophisticated com- 
puter controls to provide new types of 
telecommunications services, 

These new telecommunications ser- 
vices will not only transform the infor- 
mation infrastructure of Japanese so- 
ciety, they will radically alter society 
itself. Their widespread introduction 
will greatly enhance the availability of 
information, prompting changes in 
major information industries, distri- 
bution services, transport, education, 
law and medicine. Some observers 


have even likened the new era to that 





following the invention of printing, 
creating in its wake a wealth of entre- 
preneurial opportunities. 

Clearly, a great deal is at stake. The 
information industry, which already 
has become the largest in Japan, will 
be given added momentum. Informa- 
tion production, processing and distri- 
bution — which currently involves an 
estimated 30-50% of the workforce — 
will offer more challenging job oppor- 
tunities in both software and hardware 
engineering at a pace faster than edu- 
cation facilities can train people to fill 
them. 


any elements of the network in- 

formation-service industry are, in 
fact, already in place, and many vf the 
forces that will shape its future are in 
full motion. Major restructuring of 
communications will begin in 1985, 
with the general guidelines to be pro- 
vided by the new legislation now be- 
fore the parliament. 
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free eres of com- 
"iiunisstions networks: common car- 
riers that own and operate public- 
communications circuits; large-scale 
nationwide VANs (called “fundamen- 

tal" services), and those VAN services 
limited to particular geographical 
areas, industries, companies, groups of 
companies or computer users. All three 
types of networks will be privately 
owned, with only the first confined to 
Japanese ownership. 

At present, only NTT offers com- 
mon-carrier network services. But this 
may change after liberalisation next 
year. Three applications for approval 
of terrestrial common-carrier trunks 
already have been filed with the Minis- 
try of Posts and Telecommunications 
and feasibility studies are reportedly 
well-advanced by other major 
operators. 

What promises to be an explosive 
take-off for the new telecommunica- 
tions era in Japan was sparked by a 
group of so-called upstarts, including 
Kyocera Corp., Sony Corp., Ushio Inc. 
and Secom Co., with their application 
in March for permission to install a 
large-capacity optical-fibre circuit be- 
tween Tokyo and Osaka offering data 
communications, facsimile and tele- 
phone - services. Radio and satellite 
communications also are being consi- 
dered by the group, which Kyocera 
vice-president Singo Moriyama has 
called for other companies managed by 
“ambitious young executives” to join. 

But young executives do not have a 
monopoly on entrepreneurial spirit. 
Less than a month after the Kyocera 
announcement, representative com- 
panies of two major Keiretsu groups 
made their bid for entry into the field, 
providing a foretaste of things yet to 
come. Mitsubishi Corp., backed by 
some 50 member firms of the Mit- 
subishi group, filed for permission to 
build and operate an optical-fibre 
communications system linking 
Tokyo, Nagoya and the Kansai area 
along lines of the Japan National Rail- 
ways (JNR), the expressways of the 
Japan Highway Public Corp. and the 
power lines of the utility companies. 

The cost of laying a large-capacity 
optical-fibre cable linking these three 
business centres are estimated to range 
from ¥30-50 billion (US$133.3-222.2 
million). Yet, despite this heavy capital 
outlay, Mitsubishi estimates indicate 
that handling telephone calls made by 
the Mitsubishi group enterprises — 
which account for 7% of the total 
peak-time telephone along the To- 
kaido trunk line — would prove profit- 
able with charges about 20% below 
NTT rates. One study claims that new 
entrants may be able to offer services 
at as low as 20% of current rates 
charged by NTT on Tokyo-Osaka cir- 
cuits. 

One unknown factor in the plans of 
all three groups is the strategy to be 
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isiness. And for the deficit-ridden 
IR, the greener fields of telecom- 
unications look like an inviting solu- 
ion to nagging financial problems. 

- "Whether other public corporations 
Will be permitted to invade NTT territ- 
ory after liberalisation is still a moot 
question, however. Massive public 
funds have already been staked on 













=a operational until 1990. 


™ acked by this facility and a strong 
: technological lead sustained by a 
00-man research-and-development 
fort conducted at its three major 
boratories, NTT is well-equipped to 
ipete effectively with new entrants. 
More problematic is its competitive 
rength in the market for fundamen- 
1 VAN services. Although NTT is al- 
ady in the VAN business, the chal- 
gers are formidable and arelikely to 
rshadow NTT, even though they 
ase NTT lines. 

Within hours of the government and 
ruling Liberal Democratic Party's 
al compromise on the decontrol of 
N services, and before cabinet en- 
sement of the two telecommunica- 
ns bills, IBM Japan announced its 
ision to launch large-scale VAN 
vices entirely on its own, instead of 
fering them through the company's 
int venture with Mitsubishi and 
osmo 80, as had been widely ex- 
pected. The IBM- developed VAN, call- 
| Information Network (IN), will ini- 
ally use the computer giant’s data- 





de nationwide services at the earliest 
ossible date after the proposed tele- 
munications business law comes 
to effect next year.  . 

Under this plan, AST, the joint ven- 
ire with Mitsubishi and Cosmo 80, in 


provided with IN control software to 
engage in small-scale VAN services. By 
supplying the same software to other 
«owners of IBM computers, supple- 
menting the IBM-designed Systems 
: Network Architecture used for net- 
working since 1975, IBM intends to 
build a system that will integrate 
mall-scale VAN operators. 

Still in the feasibility-study and 
egotiation stage is a second major 


at nights. A 12-company consortium, 


the Industrial Bank of Japan to find a 
modus. operandi for theintroduction of 





e considerable network-manage- 


software. 


nificant stake). 


NTT’s INS, which is not scheduled to 


| sidiary of Nippon Univac Kaisha, has 


processing-centre subsidiary to pro- 


which IBM has a 42% stake, will be: 


large-scale VAN entry prospect, and. 
one that keeps IBM executives awake. 


Strong possibility. of an eventual 
-with the NBA consortiur 


"called the Network Business Associa- 
-tion (NBA), has been formed under the | 
: joint leadership of Mitsui and Co. and — 






ed with their nationwide distribu- | po ss 
| grid, constitutes a major asset in | ma 
e common-carrier communications | 





if this project reaches fruition, be 
adapted for Japanese use by the com- 
bined software facilities of Mitsui, 
Mitsui Knowledge Industries and Nip- 
pon Univac (in which Mitsui has a sig- 


Whether Ni ippon Univac will j join the 
NBA consortium's lar ge-scale VAN 
system is still, apparently, an open 
question. Nippon Univac Information | 
Systems Kaisha, a wholly owned sub- 


been preparing for its own launching 
of VAN services and has announced 
plans to raise its capital for this pur- 
pose od Sepang shares to information- 







THE SHAPE OF THINGS TO COME 


——— VANS 


'" COMMON CARRIERS 
Nippon Telegraph and 
Telephone 
The Kyocera group 
Mitsubishi Corp. 
Sanwa Bank group | 


LARGE-SCALE VAN 
CARRIERS 

IBM 

Network Business Association 
(with AT&T) 

Fujitsu 

Hitachi 

NEC 


. SMALL-SCALE VAN 
SERVICES 
Computer service 
companies 
Fujitsu FIP Co. 


Entec Ine. 


C. Itoh 
Marubeni 


Cosmo 80) 


Kirindo 
Pharma 


industry leaders, including Mitsubishi 
Electric Corp., OKI Electric Industry, © 
Sanyo Electric and Toshiba Corp. 

But whether this plan, which would 
have the effect of lowering the share of 
Sperry Corp. in the company, will now 
be carried out in view of the liberalisa- 
tion of foreign participation, is not yet 
clear. Although none of the companies 
named as prospective buyers of shares 
has yet shown signs of establishing its 
own VAN services, Mitsubishi Electric 
can be expected to participate in VAN 
projects of Mitsubishi group enter- 
prises, while Toshiba seems likely to 


produce plans of its own for VAN ope- 


rations. Still, the long-standing close 
ties of Nippon Univac with Mitsui and 
the interest which members have 
shown in AT&T’s Net 1000, suggest a 
link 





Other announced contenders for the 
large-scale VAN services market in- 
clude the three leading Japanese main- 
frame computer makers: Fujitsu, 
Hitachi and NEC. Fujitsu president 
'akuma Yamamoto has made clear his 


— Net er system would, q 


^"Hibiya Computer Systems Co. 


Japan Information Processing Co. 
Japan Information Service Co. 
NEC Information Service Ltd 
Nippon Business Consultant Co. . 
Tokyo Information Services Co. 


Sogo Shoshas 


Mitsubishi Corp. (with IBM and 


Sumitomo Corp. 


Wholesalers 


Transport companies 
Seino Transportation Co. 
Nippon Express 
Yamato System Development Co. 


y's new "Tokyo 
saka office, 
Oyama fac- 
ory in a 6.3- 
d network. 





Nagano ana a all Sales branche: 
throughout the country will be added 
to the network. And finally, after 
liberalisation becomes effective, 
Fujitsu. subsidiaries, 24 affiliated 


software houses and Furukawa group 


companies will form the base, along 


with 108 computer-service companies 


belonging to the Facom customers’ as- 


, sociation, for a. full-scale nationwide 
VAN service. | 


Fujitsu is not new to the VAN busi- 


ness. A subsidiary, Fujitsu FIP Co., 


was one of the first entrants into the 
small-scale VAN field when it was 
opened to private operators in 1982. 
| One ot PEE e largesi VAN services at pre- 
- sent, the Fujitsu sub- 
sidiary links more 
than 400 supermar- 
kets in its Varnet sys- 
tem 
So far, Hitachi has 

been considerably 
more modest in its an- 
nounced plans. The 
Tokyo-based group 
entered the VAN ser- 
vice market on 1 April 
this year with 
the establishment by 
Hitachi Ltd of a 
wholly owned sub- 
sidiary, Hitachi Infor- 
mation Network Co., 
to operate a nation- 
wide Hinet VAN ser- 
vice, mainly for Hitachi and its af-. 
filiated companies. The new enter- 
prise, capitalised at ¥300 million, will 
establish packet-switching facilities in 
nine major.cities throughout Japan, 
initially to serve four group companies. 

Once the limitation on VAN services 
is lifted, the Hinet service will be 
extended to other Hitachi group com- 
panies. 


A similar pattern of development al- 
ready is taking shape at NEC, a 
major force in both the computer and 


communications-equipment markets. 


NEC Information Service (NEIS) al- 
ready has launched its NEISNET, de- 
signed to serve mainly small and 
medium-seale businesses through its 
24-member group of affiliated com- 


| puter-service bureaux which provide a 
| nationwide network extending from 
" Hokkaido to Okinawa. Now limited by 


existing law to small- and medium- 
scale users of VAN services, when pro- 
vided as a component of the company's 
data services NEISN ET can be pout 
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strategies for all computer mainframe 
makers since the mid-1970s. By 1977, 
four leading Japanese makers — NEC, 
Fujitsu, Toshiba and Mitsubishi Elec- 
tric — had all developed network ar- 
chitecture in response to IBM's multi- 
system network facility with advanced 
communications functions and the dis- 
tribution communications architec- 
ture introduced by Nippon Univac. 

By developing systems software and 
the solution to problems encountered 
by users owing to lack of continuity 
among communications networks, 
networking capability became the key 
to competitive strength in the sales not 
only of standard computers, but also of 
communications processors, distri- 
buted processors, packet-switching 
processors, line connectors and an 
expanding range of terminals. 

Now this networking capability 
must be made to serve as a competitive 
strategy not only at the intra-firm 
level, as in the past, | 
but on an inter-firm 
or. universal-utility 
level. Development of 
network systems soft- 
ware and the opera- 
tion of large-scale 
networks themselves 
are seen as critical to 
survival and growth 
in the computer mar- 
ket, which explains 
the heavy pressure of 
the US Government 
for complete liberali- 
sation of VAN ser- 
vices and IBM's im- 
mediate announce 
ment of its own inde- 
pendent system. 

With the leading Japanese makers 
positioned to follow IBM's lead, it now 
remains to be seen whether other US 
computer-hardware makers with net- 
working systems — such as DEC with 
Decnet and Xerox with Xten — will 
enter the Japanese VAN market solo or 
in joint ventures with Japanese 
partners. 

Their strategy will be determined, 
at least in part, by developments in 
the small-scale VAN market, where 
the pattern is much less clear. Esti- 
mates of the number of these network 
services, which link specific industries 
or service functions, runs into the 
10,0005. 

Among the early entries into this 
small-scale VAN market have been 
computer-service bureaux, transport 
companies, sogo shoshas and whole- 
salers. In addition to those operated by 
data-processing subsidiaries of Fujitsu, 
Hitachi and NEC, special VAN services 
have been introduced by other leading 
computer-service bureaux, such as 
Intec Inc., Japan Information Process- 
ing Co., Toyo Information Services and, 
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tor hold the promise of a revolution in 
wholesale and retail services. Sogo 
shoshas, with 50% of their turnover in 
domestic trade, have been quick to 
grasp the lead in this radical trans- 
formation. In early April, both Maru- 
beni Corp, and C. Itoh announced the 
establishment of “textile VANs,” link- 
ing textiles manufacturers, garment 
makers .and wholesalers in on-line 
enhanced-communications networks. 


ome Corp. has formed a food- 
industry distribution-net project 
team with the same objectives in view. 
And other industry-wide nets are in 
the planning stage, to be established by 
sogo shoshas in the near future to ser- 
vice the particular value-added com- 
munications needs of the automotive, 
steel and other basic commodity in- 
dustries. 

But the sogo shoshas are not the only 
entrepreneurs determined to shape 
this revolution. Pharmaceuticals 


wholesalers, particularly Kirindo and 





Pharma, have established networks to 
provide market-and-supply informa- 
tion to chemists. A gift-marketing 
development study group has been 
formed by 30 leading companies, 
headed by Descente and Nippon 
Suisan, a garment maker and con- 
sumer-credit company respectively, to 
explore possibilities for combining 
VAN, CATV and Captains services into 
a multi-media version of the old mail- 
order business. 

These early entrants represent but 


the beginning of the incipient net- 


work-information service industry 
which, in the coming decade, will ex- 
pand to include a widely diversified 
range of services for business, indus- 
try, consumers and government. 
Electronic-mail networks, now in an 
embryonic stage, are likely to grow 
rapidly in tandem with private video, 
audio and computer-conferencing net- 
works. Already, Marubeni Corp. has 
announced the installation of a multi- 
function communications system de- 
signed by the Dallas-based VMX Inc., 
featuring a system that combines 
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Nae ted torward benefits dt atit 
nic mail with the 
and efficiency of voice communica- 
tions. 

By the end of the 1980s, such systems 
are expected to deliver as much as 5096 
of all intra-corporate messages. This 
will then lead to the development of 
storage-and-retrieval data systems 
that also will provide inter-corporate 
electronic-message delivery. 


If business offers the most im- 


mediate demand for network inform- . 


ation ser'vices, consumer-network ser- 
vices to residences over networks via 
terminals already available in the 
home constitute the most potentially 
profitable network market. Some 36 
resident-based consumer-network 
services have been identified and are 


under study. Once NTT's INS is com- — 


pleted, at the end of the decade, 
household-network services are ex- 


pected to provide banking, shop- 


ping, security, general-information, 
education and entertainment ser- 
vices. 

The major challenges then to be ad- 
dressed will bethe development of spe- 
cific services consumers need. Provid- 
ing these network services will require 
production facilities that will them- 


selves be on networks. Large distri- | 


buted networks of computers, 
software, terminals and databases will 
constitute the new “factories,” man- 
ufacturing new services by adding 
value to existing communications ser- 
vices. 

The technological inevitability of 
the development of the network- 
information service industry is now 
fully demonstrable. Accelerating pro- 
gress in large-scale and very-large- 
scale integration makes possible in- 
creasingly intelligent terminals with 
enhanced memory, computational and 
communications capacity to deal with 
intermixed signals — data, image, video 
and voice — as required. When linked 
by optical fibres and laser beams, these 
terminals will reduce communications 
costs greatly while increasing the 
range of available services. * 

Demand for ‘computers and com- 
munications equipment, in turn, will 
expand exponentially. For every yen 
spent on the transmission networks 
themselves, at least four more will be 
paid for processors, terminals and 
software. This means a vast new mar- 
ket not only for the makers of main- 
frames and complex communications 
equipment, but because services and 
their users are so diverse, numerous 
small, innovative manufacturers of 
special equipment are finding new op- 
portunities. 

Although the size of the Japanese 
market for information networks de- 
fies meaningful estimation at this 
stage in its development, the growth 
rate in coming years is expected to be 
in the neighbourhood of 50% a year 
and could be as high as 100% in some 
years. o 
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Ask Westpac about foreign 
exchange. 
For profitable business 


today, information about e 
money is every bit as important | ac Corel P 
as money itself. | | 

This is particularly true » * 
of the rapidly changing foreign 
exchange market. 

For the chief executive or 
company treasurer, the right strategic advice 
can be as critical as his companys total 
effort to produce and market its products. 

At Westpac we've put together 
top teams in the key foreign 
exchange trading centres 
throughout Asia and the Pacific. 

We will give you 
consistently valuable advice : M gall 
on foreign inge dealing. | — 

We can tailor a 
foreign exchange service to 
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vorld bank. 


suit your company’s needs, 
whether it be in the hedging 
market, spot, or forward ex- 


change, Euro currency funding, 


funds management advice, 
foreign currency denominated 
accounts, or on working the 
international money market. 
So get in touch with our 
forex information bank - 

Westpacs professional foreign 

exchange network. 

A team that calls on experience 
and today's technology, including 
advanced satellite communications 

which link our offices in the 
world's major financial 
centres. 

Westpac is Australia's 
oldest, largest and most 

experienced banking 
and financial services 








group, with assets in excess of A$34 billion. 

We re Australia s world bank, with 
offices in 20 countries constantly monitoring - 
economic trends, market movements , 
and currency fluctuations, which means 
Westpac is well placed to help you if you 
are investing in the Western Pacific, Australia 
or New Zealand. 

If its anything to do with foreign 
exchange. en Westpac today. We want to 
be your bank for foreign exchange. 

Hong Kong, Robert Toone 213 236/8; 
singapore, Hugh Hipkin 223 2147/8; 
Tokyo, John Salamonsen (03) 501 4101/4; 
Manila, John Lewis (02) 8158291; 
Jakarta, Paul Milton 353758; 
Beijing, Geoff Tredinnick 595 261 Ext 100; 
Seoul, Graeme Stewart 313 1145/6. 


Westpac 
Australias world bank. 
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E. À new formula is needed to promote 
™ the export of textiles from the de- 
veloping countries. In most sectors, the 
trend today is towards more liberal 
patterns of trade. In some sectors 
. though — primarily those in which the 
developing countries are in some posi- 
tion to compete — the situation is 
p retty much the opposite. In the trade 
in textiles between the developing 
> countries and the Western world, there 
M nothing even remotely resembling 
? trade. 

© The Multi-Fibre Arrangement 
(MFA), which regulates a very high 
proportion of the world's trade in tex- 
tiles goods, will remain in force in its 
present form until 31 July 1986. MFA- 
HII, as the currently valid additional 
p! otocol to the MFA is called, is the 
worst to date for the exporting coun- 
adn ies — regardless of their membership 
or non-membership of the MFA. 

a The European Economic Communi- 
_ty, for example, has succeeded in ob- 
| ing major cuts in the export quotas 
from certain countries in bilateral 
agreements regulated by MFA-III. Al- 
though MFA-I guaranteed a 6% an- 
nual growth in these quotas, the in- 
‘creases for many exporting countries 
will throughout MFA-III remain neg- 
ligible, indeed almost non-existent. 

= As a result, the MFA has increas- 
ingly been called into question by the 
exporting countries and the exporters. 
In the context of the General Agree- 
ment on Tariffs and Trade, representa- 
tives of the exporting countries have 
. said that once MFA-III expires the tex- 
1 tiles trade should no longer be regu- 
ated: a free-trade system should come 
E. into force. However, those who argue 
this way are drawing a logically 
K false conclusion, just as did the repre- 
‘sentatives of the exporting countries 
who pushed this line in the negotia- 
tions on MFA-III. 

It is naive and unrealistic to believe 
that the alternative to yet another 
‘MFA agreement is free trade in the tex- 
tiles sector. The alternative to MFA is 
in fact unilateral limits imposed by 
each individual importing country. 
France, Italy and Britain, for example, 
which are among the most protec- 
"tionist countries in the world in-the 
- textiles and garments sectors, would 
. immediately cut such imports by at 
least 20%, and leave them at this level 
over a protracted period. 

More liberally inclined countries 
such as West Germany would at best 
leave the present quota unchanged, 

.. year after year. (In support of this con- 
— clusion is the fact that Sweden, which 
operates unilateral limits on imports 
from Taiwan, has not adjusted the 
A. 


88 e à sinio dad 


LOEO O57 ee es a ee 4*3 












extiles exporters must unite and fight! 


quotas since 1968, when they were first 
introduced.) Countries such as Swe- 
den, which are in a position to exploit 
the *Nordic" clause in the MFA (intro- 
duced for political and not, as most 
people seem to believe, market 
reasons), would in all certainty slash 
their quotas by around 10-15% com- 
pared with the present level. 

It is the pressure from Sweden's na- 
tional textiles and garments industries 
that could achieve this result, however 
much — in view of the openings for re- 
taliation — it might hurt the country's 
export industry. Without the MFA, the 
world trade in textiles would be even 
more static than at present. The pro- 
cess of adjustment to changes in con- 
sumption, and altered production con- 
ditions, would be still slower. 

There must be a realisation that the 
countries in the northern hemisphere 





Ake Weyler is man- 
aging director of a 
company of textiles 
importers in Swe- 
den and director of 
the Federation of 
Swedish Textile 
Wholesalers Asso- 
ciation. 





are benevolently inclined only to the 
developing countries as such, not to 
competition from these countries, or 
from countries actually closing in on 
the industrialised countries. And this 
attitude applies equally to competition 
from state-trading countries. 


nfortunately, it has to be admitted 

that the exception from the Gatt 
principle of most-favoured nation con- 
stituted by the MFA is, after all, a rela- 
tively good deal for the exporting 
countries — simply because the alter- 
native to the MFA is still worse. It is 
worth noting that China, too, has 
reached this conclusion, and has 
applied for (and been granted) mem- 
bership in the MFA. 





‘The argument against many 
exporting countries is only that 
their competitive situation is 
not comparable with that in the 
developed countries, a 
circumstance that supposedly 
renders it proper for moral 
reasons to hinder imports 
from them.’ 


1 


For those who follow the develop- 
ment of textiles policy in the world 
perspective, and who have therefore 
noted all the new protectionist gam- 
bits, the assertjons I am making will 
require no underpinning with an ac- 
count of facts, For others, it may be of 
value to list some facts: 

» The United States in 1983 intro- 
duced a large number of new restric- 
tions on textiles imports, and is intend- 
ing to introduce more during 1984 — 
not least because this is an election 


“year. 


» At the latest ministerial meeting of 
Gatt, the EEC and some European 
Free Trade Association countries acted 
to ensure that Article 19 — regulating 
how a country should act when impos- 
ing import restrictions to deal with 
sudden market disruption — can be 
applied in the future against a single 
country or group of countries, that is, in 
conflict with the most-favoured nation 
principle. 

» Although protectionism in the de- 
veloped countries has not helped their 
domestic textiles and garment indus- 
tries to survive, the pressure on the 
politicians from the "invincible coali- 
tion" of textiles-industry representa- 
tives, trade unions and politicians 
from textiles-manufacturing areas is 
increasing. These groups are demand- 
ing constantly more protectionist mea- 
sures. 

Thus, from a trade-policy point of 
view, the prospects for the exporting 
countries are poor as regards future 
textiles exports to Western Europe and 
North America. 

Nor have the efforts made to date by 
individual countries (mainly Hong- 
kong), and by the exporting countries 
in unison, above all prior to the most 
recent MFA negotiations, resulted in 
anything that can be interpreted as an 
advance for free trade. Further efforts 
by the exporting countries are there- 
fore necessary to promote free trade 
and their own interests. And free trade 
will benefit not only the textiles and 
garment industries of the exporting 
countries, but also the consumers in 
importing countries, the employees in 
other sectors in the importing coun- 
tries, and indeed the taxpayers con- 
cerned. 

The question is: "What can be 
done?” In view of developments to 
date, and the present critical situation, 
some entirely new approaches have to 
be tried. We have to start from a reali- 
sation that the textiles industry, and 
import of textiles, is a political issue in 
Western Europe and North America. 

It has so far been impossible for the - 
ec 8 of individual expor- 






















ing countries, stationed in the import- 


ing countries, to bring any great pres- | self- 
sure to bear on opinion. Among other | . W 

ort- T 
ing countries in Western Europe and 





things, representatives of the ¢ 


the US are, by their own account, 
restricted in their actions by diplo- 
matic “protocol.” Nor, indeed, is 
it the task of diplomats and those 
working at trade missions to try to in- 
fluence opinion. Their main function is 
to help exporters in their own coun- 
tries to establish commercial contacts. 


The job of influencing the textiles | 
issue in Western Europe and the US | 


thus has been left to the political lez 
ers of the exporting countries, and 





problem is that they are too far away 


from Western Europe and 
America to be able to bring any. pr 
sure to bear on opinion, and on poli 
(it is worth noting in this context tha 
the recent visit of Chinese Premie 
Zhao Ziyang to the US had a major ef~ 
fect on US trade policy towards 
China.) ! 


f we are to be realistic, we. must also: d 
realise that from the standpoint. of | 
opinion-making, it would be inoppore | 
tune for most exporting countries to || 





oush the issue of free trade. The argu- 
B 


ment against many exporting coun- 


tries is only that their competitive situ- 
ation is not comparable with that in 
the developed countries, a cir- 
cumstance that supposedly renders it 
proper for moral reasons to hinder im- 
ports from them. Nor, for the most 
part, are the exporting countries them- 
selves orthodox free-traders when it 
comes to imports. 


The protectionists also claim that 


the governments of the exporting 
countries are not democratically 
elected, that working conditions are 
bad by comparison with those of the 
importing countries, that trade-union 
activities in any real sense are prohi- 
bited and so on. From th ie standpoint of 
opinion-making, this underdog posi- 
tion is perhaps one reason the ex- 
porting countries themselves have 
neglected the fight to win over public 
opinion. This is understandable. But 
the textiles and garment industries in 
the exporting countries must take ac- 
tion themselves. 

If they are to be capable of achieving 
anything substantial, collaboration 
must be established betwe een the in- 
dustries in these various countries. In 
view of the underdog position of each 
individual exporting country in publie 
opinion, collaboration is also desirable 
per se, above and bevond the fact that 
the old maxim of “united we stand, di- 
vided we fall" naturally holds good. 
And taking into account how the West 
European and North American textiles 
industries — — PIE their in- 
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| organisationsof allthe coti 
| West European protectionism: 
| join. The membership thus would be 
| made - up of textiles 

| industry organisations in exporting | 
| countries worldwide, regardless of po- 
; dtical affiliation. 
| ganisation would be to influence opin- 
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s] consumers and the decision-m 
^ | industrial and political, so as to t 
? IFA ‘| free trade first conceivable, an 

with its | course a reality in the textiles secto 
s-industry | One way of setting about this wo 
shitby | be to collaborate with and suppo 
should organisations of textiles impo 
which exist in the importihg countries 
concerned. At the central European 
level, however, these representatives 
of textiles importers are remarkably 
"weak. Something new has to happen to 
unite the fragmented representatives 
of free trade in Western Europe. One 
pne aim must be to promote 










rope. The textile 




















and garment- 










The : task of this Gr- 
















above all over the somewhat 


















PFC strongly ı recommends 
the JF Japan Trust nd 
the JF Japan Technology Trust 






A strong economy and a stróng currency bonibined ai 
low inflation and low interest. rates favours a rising 
stockmarket in Japan during early 1984. 


Investment in these two high performing funds provides 
capital growth through yen - denominated portfolios of 
investments linked to the Japanese EQ | 














Performance Record to 31/3/84 
(Capital Appreciation*) 

















5years 3 years — 1 year 
JF Japan Trust" : + 93.03% + 71.07% 
JF Japan Tech. Trust" ,. — + 110.0395. 107.0196 
Tokyo SE + 81.00% + 54.06% + 50.04% 
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rere aT ga mre | 
Minimum investment: US$2, 000 (Approximately). 


While we believe investment in these Trusts could be very 
rewarding, the price of shares in the Trusts may go down 
as well as up. 


For further details, mail the coupon below: 


Mr W.H. Glover or Mr D T. Wilkie 
Personal Financial Consultants, Ltd. 
1301 World Trade Centre, Causeway Bay, " 


I: 5-7908448 | ' 
Please send details of the JF Japan Trust and the JF Tech. Trust. 
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Address: 










practical working duties of sv 








blemi, since there is any amount of 





sts of all those objectively con- 
id with free trade. One all- 
cing task, the common de- 
inator of the organisation's work- 
uties, would be to provide inde- 
igably information on facts, and to 
get public opinion and the decision- 
akers to draw logical conclusions 
om these facts. 

"That the only realistic course is to try 
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rescheduling process mov- 





tion late last year (54% in the final 
er) has made any early devalua- 
of the peso difficult until some of 
'ash is reabsorbed. Observers note 
.a premature parity shift would 
y fuel further speculation, with 
pesos being used to buy US dol- 
for capital flight. 
Already 
lent, with the black-market ex- 
 rüle jumping back up above 
‘US$1 in mid-April, from 
.50:US$1 in March. While the of- 
ial exchange rate remains at 
:US$1, International Monetary. 
d and independent economists hint 



























:US$1 is needed, though the longer 
delay, the higher the rate will have 




























nue to be affected by the central 
k if the Philippines is allowing 
ority imports to be funded with pre- 
aid letters of credit, many of which 
ectively can be funded by black- 
1arket dollars. | 

Reabsorbing liquidity will come 
rom greater use of the central bank's 
scounting facilities, higher reserve 





April to 24% from 23%) and the is- 
ance of central bank certificates of 
debtedness and Treasury bills, prob- 
ly at extremely high interest rates. 
ill, because the cash has been in the 
em for nearly five months already, 
ation in the short term will be ex- 
edingly difficult to control. 

Indeed, inflation was above 35% by 
-April, and economist Bernardo 






























t organisation in fact present no | 


‘to be done to promote the in- 











| search. and . Communicatio 
lay, the Philippines | the 1984 average to be abou 
0 start in earnest to put its | 
house in order, to get the ar- 


alls too deeply into Latin- 


"of further devaluations above 50%. . 


hyper-in | . With the severe constraints on and - 
erapid increase in currency in cir- 


this has happened to some 


ngly that a basic shift to at least. 


The black-market rate also will | 


quirements for banks (increased on | 


llegas of the respected Centre for Re- 







as burea a 


depend on cutting extiles 





only gradua 


My experience in working with these 
issues in the textiles importers' organi- 
sation in Sweden suggests that if only 
the champions of free trade act force- 


fully and in unison, then thé increas- 
ingly strong protectionist trend can be- 
stemmed. Certainly, the same sort of 








Many of the price fears are 
the  wholesale-price pe | 
which, though figures remain incom- 
plete, appears to be reaching rates 








adjustments in monetary, exchange 
and fiscal policies dictated as a means 


of obtaining the pending 615 million 


special drawing rights (US$648.9 mil- 
lion) IMF facility — a precondition for 
the start of rescheduling talks — over- 
all economic performance for the year 


will be disastrous. A 6.8% real decline 
.in gross national product is forecast, if 


the IMF medicine is taken; and the in- 
dustrial/manufacturing sectors will 
take a pummelling (with estimated 
production dropping about 15%). — 


Agent remains the country's 


A hope for the year, with growth esti- 


mated at 3%, fuelled mostly by 
coconut prices and exports. In the first 
quarter, for example, Manila earned 
US$204 million in coconut-product re- 
ceipts (up 50%), despite a 33% drop in 
volume. Coconut-oil prices averaged 
almost three times the level during the 
first quarter of 1983 (US$933.64 a 
tonne, against US$376.25). While ex- 
perts say the price will not hold beyond 


mid-1985, by then volumes should 


begin to recover. - 
Sugar has been devastated by a long 


price trough and volume cuts, despite 


the greatly profitable 23 US cents a lb 
contract price.the country negotiated 
four years ago. The industry is worried 


that when the contracts expire in Au- 


gust and all exports will have to go at 


world prices (now hovering at about 6- 


cents a.1b), the sector could become 


desperate. The government's export 


agency, Nasutra, already is cash-short 


and has been unable to pay planters for | 
a month. It also has been forced toim- 


gnificant amounts of sug 
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'his fact alone shows that | 
1 changes for the better are ` 
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only start in 


In view of the fact that the MFA's 
predecessor was established in the 
early 1960s, it is astonishing that tex- 
tiles exporters in the countries subject 
to quotas have not created long since 
an organisation to fight protectionism 
in Western Europe. All parties would 
gain from this, including the viable seg- 
ments of the textiles and garment in- 
dustries in the developed countries. 


| PHILIPPINES. 


fulfil its futures contracts. Deregula- 
tion of the sugar monopolies is being 





| planned for the fourth quarter. 


 Economists say that with standards 
of living slated to fall drastically in 
urban areas, the extended-family sys- 
tem may hold the only hope, drawing 
Filipinos back to the countryside, par- 


ticularly in the vast coconut regions, 


where there is evidence of relative 


prosperity owing to personal receipts 


from price gains (the expected devalu- 
ations and freeing of the exchange re- 
gime will help further). For example, 
beer sales in the coconut-producing re- 


gions have climbed markedly since the 


beginning of the year. 

Still, under-employment — un- 
employment figures mean little in 
many developing, agriculturally 
based economies — is expected to rise, 
reaching perhaps a third of the popula- 
tion, according to Villegas. And while 
the urban manufacturing sector suf- 
fers because of continued import re- 
strictions and non-existent credit, pro- 
fitable investment opportunities will 
probably be available in new agri-bus- 
iness ventures, a scheme currently 
being looked at by the World Bank as 
part of a possible third structural ad- 
justment loan. | 

The balance of payments will still be 
the pre-occupation of Philippine 
technocrats, however, as the re- 
scheduling process gears up. Import 
restrictions on non-priority products 
will continue for at least another 
couple of years, while the central bank 
will continue to require 100% of ex- 


| port receipts to be sold by banks to the 


central foreign-exchange pool. 

. The portion of foreign debt to be re- 
scheduled remains at about US$10 bil- 
lion of the US$25.6 billion outstand- 
ing, with new money from banks and 
official development assistance, multi- 
and bilateral donors estimated at 
US$3.3 billion. But the longer the de- 
lays in getting the monetary house in 


order, the higher that figure may go. 


Villegas estimates rescheduling will 
earnest during the fourth 


quarter. GUY SACERDOTI 
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hese men out of work. 


POACHING ISHERMAN 
ina! 
9 Spotted easily 1N margina 
E * weather thanks to : 
sophisticated airborn radar. 


HE Nomad Searchmaster 

is a unique and proven 
;atrol aircraft, that represents 
:he best maritime surveillance 


dackage currently available for 


oastal surveillance. 
The range includes the 


searchmaster ‘Lima’ with chin- 


nounted radome equipped 
with 360° Litton search radar 
'Sublima' with nose- 


mounted 240° radar or ‘Bravo’ 


with forward-looking 120? 
3endix larget radar. 

Nomad Searchmasters 
vave proven their efficiency 
n the protection of off-shore 
resources, contro! of illicit 
‘rade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
he Searchmaster offers all 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircrafts operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad 

genealogy. 

Features like low service 
and maintenance costs, 
unsurpassed crew vision and 


resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 
3207 AUSTRALIA. Telex: 

ILLEGAL Yn Gray DEPRODY AA 30252. 
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" ' air, 
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comfort, real low- 
bite, d — 
speed manoeuvrability 477 E-Mgse-— 


and outstanding E a 


STOL capability, Sae — 72 2 
Searchmaster ~~ NO ^ 
comes with full : 


technical and spare-parts SEARCHMASTER 


back-up through the wide 
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On the advantages you enjoy as a Swissair 
Business Class passenger. 
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Business Class 








At more and 
more airports 
you, as a Business 
Class passenger, 
will find a sepa- 
rate check-in 
counter, where 
you can pick up 
your blue board- 
ing card for the 
flight. 






This is the new, 
more luxurious 
seat especially 
developed for 
Business Class. 
Only 8 are in- 
stalled abreast in ` ^ 
each B-747, only 7 . | F 





in each DC-10. | 
ome" Inthe Swissair Business Class you'll find 


seats are wider, 

so isthe mco  enoughelbowroom to study your files 

wee at leisure and undisturbed. Enough so 
that you needn't keep folding and 
refolding the newspaper of your choice, 
butcanturn page by page unhindered. 


Or listen to your favorite music in the 


GGK 





B-747s and DC-10s as much at ease as in 
your armchair at home. In short, we 
want you to feel that the new Business 
Class with its separate compartment 
in all Swissair aircraft is in a class by it- 
self in every way, and possibly a class 
for you. 





On long-haul 
flights you have 
two menus to 
choose from in 
Business Class. 
Each hot course 
is served by itself. 





To give you even 
more personal 
attention, the 
Business Class 
has more air 
hostesses and 
stewards. 





scair SW 
Swissair 4 , 
First Class, 

Business Class, 

Economy Class 

worldwide 

on all aircraft. 





NOW... 
MARLEX HDPE RESINS 


MADE IN SINGAPORE 


When you specify quality Marlex* high secure your future. A reliable Asian source 
density polyethylene resins, your shipment of HDPE resins will be there when you 








arrives in days, not months. need product and service day after day. 
That's because Marlex resins are pro- For injection molding, blow molding, 

duced in Singapore and shipped from film and extrusion grade resins, specify 

singapore. Marlex HDPE. Put time on your side work- 
With your source of supply so close ing for you. 

and delivery so fast, vou can carry less For more information on high quality, 

inventory and reduce your investment in economical Marlex HDPE resins made in 

materials. While taking advantage of this Singapore, consult the opposite page and 


cost saving opportunity you could also help contact the office nearest you. 


PHILLIPS PETROLEUM COMPANY ASIA ‘pernoitum 
HONG KONG 





*Trademark Phillips Petroleum Company U.S.A. 








Marlex* HDPE information available from: 


Phillips Petroleum Int'l Inc. 
Singapore 

51 Goldhill Plaza #13-01/05 
Newton Road 

Singapore 1130 

Tel: 251-9124/254-2021 
Telex: RS23337 PHILPET 
Mailing Address: 

PO. Box 70 

Killiney Road Post Office 
Singapore 9123 


Phillips Petroleum Int'l Inc. 
19th Floor, Ruttonjee House 

11 Duddell Street, Central 
Hong Kong 

Tel: 5-265591/5, 5-268238, 
5-268283 

Telex: 74598 PHIPE HX 


Phillips Petroleum Singapore 
Chemicals (Private) Limited 
51 Goldhill Plaza 321-10 

Newton Road 

Singapore 1130 

Tel: 251-9124/254-2021 

Telex: RS36275 PPSCPL 

Mailing Address: 

Newton Road P.O. Box 85 
Singapore 9122 


Phillips Petroleum Co. Asia 
20th Floor, Ruttonjee House 

11 Duddell Street, Central 
Hong Kong 

Tel: 5-265002/5, 5-227064/6 
Telex: 86031 PPCEM HX 


Cressey Chemicals and 
Trading Co. Pty. Ltd. 

18 Maughan Parade 
North Balwin 3104 
Victoria, Australia 

Tel 8576423 

Telex AA33397 


Phillips Petroleum Int'l Inc.— 
Philippines 
Rm. 902, Pacific Bank Bldg. 
6776 Ayala Avenue 
Makati, Metro Manila Philippines 
Tel 88-96-71 
Telex 45112 PHILPETE PM 
64068 PPII PN 
23130 PPII PH 


*Trademark Phillips Petroleum Company U.S.A, 


Phillips Petroleum Int'l Ltd.— 
Japan 

Rm. 606, Shin Tokyo Bldg. 

3-1, Marunouchi 3-Chome 
Chiyoda-Ku, Tokyo 100 

Japan 

Tel (03) 216-6951 

Telex J24641 PHILPET 


White Group Ltd. 

15 S01 Rubia 

Sukhumvit 42 Road 
Prakanong, Bangkok 10110 
Thailand 

Tel 390-2445 

Telex 82631 WHITCO TH 


General Trading Co. Ltd 

4th Floor, Haji Adam Chambers 
Altaf Hussain Road 

Karachi-2 

Pakistan 

Tel 230235 Telex 24447 GENT PK 


Ming Cheong Trading Co. Ltd. 
(Kaohsiung ) 

65, Ku San Ist Road 

Kaohsiung 

Taiwan 

Tel 5513885, 5517279 

Telex 71118 MCTRADE 


P.T. Akino Indonesia Trading 
Co. Ltd 

(Jakarta ) 

J. L. Tiang Bendera No. 73-FF 
Jakarta 

Indonesia 

Tel 676973, Telex 46622 WIKO 


Vapurco Chemitech Private 
Ltd. 

1-C, Vandhna 11 

Tolstoy Marg. 

New Delhi-110001 

India 

Tel 40228 Telex 312946 VCPL IN 


Mansel (Ceylon) Limited 

51, Sir Ernest De Silva Mawatha 
PO. Box 488 

Colombo 7 

Sri Lanka 

Tel 596125, 595762 


Telex 21255 LIONSHP CE 





PHILLIPS 
PETROLEUM 








WWF Kojo Tanaka BCL 


‘Lhe 
Giant Panda 
needs your help 
to survive 


Cys every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival, 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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leparture times. 


n And the best surprise of 
- all — our rates. They're 
unexpectedly reasonable. 
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your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 


. Kowloon. Telephone: 3-7180333. 
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| ness travellers of ë any regional publication in Asia 
today. And does it more cost- efficiently. m 
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For information or reservations, contact | | 


Airport Hotel Hong Kong, Sa Po: Road, | T: 
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If you'd like to know more about our frequent 
business travellers, write on company letterhead | 
and we'll be glad to send you a copy of the latest ! 
1982/83 6 City Media Phase from the INTRA 
MAR STUDY independently conducted d by In- 
ternational Travel Research Institute. The fac 
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ww Can Hongkong learn to live 
E with uncertainty in the 
years to 1997? That question must 
exercise the minds of anyone in- 
volved, professionally or specula- 
tively, in the territory's ever more- 
neurotic stockmarket. Indeed, it 


forms a vital part of the larger issue of © 


whether Hongkong has a future as a 
financial centre, let alone as the 
world’s third-largest. 

An example of the market at its 
most reactive came with the sell-off 
following Jardine Matheson’s an- 
nouncement that it plans to transfer 
its legal domicile to Bermuda. Al- 
ways prone to discount an event only 
when it is staring them in the face, 
local investors rushed to sell and the 


Hang Seng Index fell in two trading 


days below 1,000 from the 1,150 level. 

Faced with banner headlines 
worldwide, proclaiming that Jardine 
was "leaving" Hongkong, local in- 
vestors seemed all too ready to take 
the story at face value: à reaction 
which seemed rather extreme, as Jar- 


dine was only making the same com- 


mon-sense arrangements as everyone 
else has. The difference, however, 
was that the hong chose to state the 
obvious in public — that the terri- 
tory's future legal regime is unknown 
and th | 





But the Jardine crime, in theeyes of 


the local establishment, was .pre- 


cisely that it chose to go public, 





prompting assorted charges of rock- | 
. ing the boat, disloyalty to Hongkong. 
- and colonial arrogance. However un- | 


fortunate the timing, such accusa- 


tions are illogical, not to mention the | 


humbug involved, and underline why 


Hongkong is so badly equipped for 


the next 13 years of uncertainty. 

For, in a business community 
which likes to view itself as presiding 
over the world’s third-largest finan- 
cial centre, there is a virtual conspi- 


racy against talking straight. Instead, 
prominent figures, both Chinese and | 


expatriate, ally to talk up confidence 
in a manner which no one blessed 


with the faintest tinge of scepticism | 


can possibly take at face value and 
which in current circumstances only 
fuels uncertainty rather than pre- 
vents it. The image then becomes one 


of a Mickey Mouse market with a | 
casino flavour, presided over by a | 
host of venal fat cats with one eye on | 
the airport. The Carrian saga and the | 
evident involvement of nearly every | 


leading local financial institution has 
only confirmed this impression. 
ttot 
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| king's desired early settlement. ^ . 
., Manipulating the stockmarket, | 






spreading of 
rumours, China-related interests re- 
cently have been supporting the mar- 
ket. This has certainly been a factor 
in the Hang Seng Index's rally to 


: back above the 1,100 level since the 


Jardine announcement. 


Although this partly was a bounce 


back following an overreaction, the 


recovery in prices has not been con- 


vincing in turnover terms. And with 
turnover recently averaging only 
around HK$150 million (US$19.2 
million), a well-timed order for, say, 
HK$10 million, particularly if it is 
known to come from China-related 


interests, can determine the market's- 


short-term direction. | i 

At first glànce, it might be thought 
that Peking's support for the market 
is positive. It certainly is a factor 


cited by bulls anxious for crumbs of 
comfort, and contrasts starkly with 


the position last September when:a 


series of statements from Peking 


were the main reason for the plunge 
in the Hang Seng Index to 700. —— 
But to draw confidence from the 
observation that Peking is now trying 
to talk up the market seems to Shroff 


naive. China is doing this simply so} —_ 
that it. can argue that the hardi ra 

guarantees Britain is seeking on the 
future of Hongkong’s capitalist sys- 
: tem — and ones which most invest 





would agree are vital — aret 
'y in paving the way for Pe- 






then, is just another form of p 


aganda and certainly not in the in- 
 terests of a genuine free market. That- 
| it is read confidently by some is | 


prim 


arilya sign of their lack of politi- 
cal sophistication. v 


. However, Shroff now detects signs » 


of a little more realism in investors' 


perceptions. This is in the more 
muted reaction to British Foreign 
Secretary Sir Geoffrey Howe's state- 


ment to a Hongkong press conference 
on 20 April that neither British 
sovereignty nor administration was 
an option after 1997. Like Jardine, 
Howe was stating what has been 





known for months, but this time there 


was not blind panic. mE 
For, though the market fell nearly 
90 points on 24 April to 1,070, an 


encouraging factor was the relatively 
low turnover of HK$200 million. 
That the reaction was not more severe - 
was primarily because the British 


had man 


pr 
th 


iged to lower expectations 
Howe's visit. By stating 
ey are, Howe also has at 


m 














| least put the ball: back in Peking's : 


tween October 1983 and February re- 
Perhaps most encouraging, liquid- 


ity remains strong. February figures 
show Hongkong dollar deposits con- 


firm, in contrast to equities, during 
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ingly become a political market, in- 
which wild fluctuations will be the 
norm, as indeed has recently been the 
į case. Such volatility will provide 
plenty of scope for trading profits to. 
- | those institutions and individuals 
nimble enough and ready enough to- 
-take a contrary view when either one - 
of those alternating sentiments, fear 


kong will increasingly be an “index 
whole and where individual stock 


picking is increasingly irrelevant. It 


become more and more far-fetched. 


| peripheral market in international 
terms. (Less happy will be pension- 
fund trustees, who will increasingly 
instruct their investment managers 
as some already have done — not to. 


-casino image, however, will provide | 











court by making it plain that the job 
now involves. extracting certain 
guarantees from Peking, aside from 

rhetoric. That should reassure inves: 

tors. | 

In stockmarket terms, this means © 
atleast an element of uncertainty has- 
been removed from the political . 
equation. If the market can now hold 
above the 1,000 level without a fresh - 
bloodbath, there is hope that 
economics rather than politics can- 
reassert themselves as the main fac- 
tor behind price movements. Those 
same fundamentals which saw the 
market climb from 700 to 1,100 be- 





















































main intact. 


tinuing to grow for the fifth succes- 
sive month following the local cur- 
rency's successful link to the US dol- 
larin October 1983. Thenew stability 
of the. currency, which remained: 


the Bermuda incident, provides the 
main grounds for guarded optimism 
in a market which at current ratings. 
is neither cheap nor expensive. 







327 There is, however, another 
AMEN, scenario. That is that Hong 
kongin the years to 1997 will increas: 









ener: 








and greed, get too out of line. 
- But it also will mean that Hong- 


trade," where the market moves as a 


also will mean that any idea of a long- 
term investment in Hongkong will 


Such a stockmarket will provide 
plenty of fun for’ punters and for 
those institutions with trading funds 
to commit to what will have becomea 


put money into Hongkong) The 


ample grounds for Peking, if it needs. 
them, to close the whole charade 
down come 1997. : 





ix travagant forays into Singap 


may have to sell lucrat ive d operations. 













comment on this. Several executi 













alike other. desde Indonesian-“| SindeBure and Hongkong, q 
{ hinese businessmen who prefer to | come a long way. since his start as. a 
keep a. low-profile, Harapan -group | motorcycle dealer 23 years ago. 
Chairman Hendra Rahardja (Tan.Tjoe- with. a host of probléms both a 
n)is known to relish publicity and | and abroad, Hendra is nc 
ttention: . Hendra's So epe for | happy with the attention ! 

S ‘lavish | attracting. "Why pick on 1 
















group is 
: ?" he com- 
` | plained in a récent interview with 
Singapore's Business Times. | | operating on the production. of com- 
E 
| 






























Like many companies in the; regiort, „patible motorcycle components... 





The group’ $ TA — 
Mada Plaza; one of Jakarta's most- 
xurious and modern office and shop- 
ing complexes, isamassivecombina- | group's, major money earner, the | 


| Harapan suffered from the impact of | 
ion of .bronze-anodised ded Yamaha motorcycle franchise, took a 
| 


the world recession. Sales from the 


ind solar glass. In Singapore, Harapan’| severe beating last year. But Harapan's 
s embarked on an ambitious scheme- problems - were compounded. by. the 
o construct, almost simultaneously, | group's massive Singapor 
ix luxury hotels — three of them | ject.. „especially as the isl; 
grouped together to form a glittering | faces an. oversupply of ho 
tel shopping and recreational com- | make matters worse; Ha 
ov enlled the es ardi Centre. ; On come under investigation in 
7 athe | for alleged. unpaid ^ back-taxe 
amounting to some ah Li, 5 ‘billion : 
(US$17.5 million). - i 
On top of all this are. Tuümpünt 
rumours that another powerful In- 
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M dustrial cones manufacturers. 












| There are — eight of ioc companies, won arc D 1 
- ^. in the North of England. Among these benefits; dich h app Vieh o : 
' Great Financial Benefits 


Substantial cash grants and financial incentives — start 
up costs, including possible rent and rate free periods. 


Excellent Communications 


First class. port and airport facilities, a highspeed ‘motorway: 
system and an integrated rail network to facilitate distribution. - 










—— relations. 


If you'd like to: know more, and get more information on your industrial sector, please contact Bill Welton at NEDC's Far East ! 
office i in Hora Kong, or C ris Fraser c at NEDC's headquarters in Newcastle. We'll also send you à a recent survey among. 
: : companii sof their Ss cael ag in the North of England, .. 
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To: NEDC, 6i Wong Chuk Hang Road, YF., “Aberdeen, Hong ni 
Telex: 60782 CHEVT HX. > Tet 5. 524257 oe ae 
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Hendra an not. be — 





the Liem group, have denied that any + 

transfer of shares has taken place. . 

However, the REVIEW has learned that. 

recently: Liem's Suzuki motorcycle 

franchise interests held, preliminary . 
discussions. with Harapan's Yamaha, 
franchise, as well. as, the. local 
Kawasaki motorcycle. franchise owned 

| by Hendra's relatives, about. co- 


‘Interestingly, the. discussions also 
included pricing and marketing ar-.- 
r angements to avoid, as one source put. | 
it, a price war which would be detri- 

7 mental. to the motorcycle. industry. 
"This could portend a change in. the | 
rules of the game in Indonesia's inten- 

-sively competitive motorcycle indus- 
try. Jointly, these three local motorcy- | 
cle assemblers control more than half. 
of the total market with the rest taken. , 
by Honda, whose franchise is held by — 

_the powerful Astra group led by Wil- 
liam Suryadjaja. Astradoesnotappear . 

to be involved in the joint. discussions _ 

on sharing component-manulachuring " 





currently enjoy the substantial benefits of locating - oi 


ion | 
_ The pooling of resources to 
manufacture compatible 
components, given the li- 
mited market for each make, 
should ease the increase in 
production costs as local as- 
semblers are forced to pro- 
duce components locally. But 
what worries observers is 
that any pricing and market- 
ing arrangements among as- 
semblers would greatly re- 
duce competition, making it 
easier for manufacturers to 
pass on additional costs to 
the consumer in the form of 
higher prices. If some form of 
cartel arrangement does occur, 
which is likely given Liem's 
leverage over Hendra, govern- 
ment intervention is unlikely 
unless prices get out of hand. 
Competition among motor- 
cycle producers has been ex- 
' tremely intense in the past 
two years. With the sluggish 
economy hurting overall de- 
mand, motorcycle producers 
have been battling through 
the aggressive promotion of 
credit sales. These have’ 
grown so rapidly that one 
banker recently noted that 
the assemblers’ balance- 
sheets now closely resemble a 
bank's with the large item under ac- 
count receivables. One motorcycle 
producer also indicated that, with the 
drop in operating margins, interest re- 
venue derived from these credit sales 
was becoming increasingly important. 
But delinquent payments have been on 
the rise also. 





Property 
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Last year, unit sales in the motor- - 


cycle industry dropped by a dramatic 
44%. All brands suffered, but the 
decline was most pronounced for 
Yamaha whose sales dropped by about 
60%, according to industry sources. 
Currently, Honda reigns supreme with 
47% of the market. Yamaha has 26%, 
Suzuki 17% and finally Kawasaki 
(locally called Binter) 10%. Since the 
Liem group took over the local Suzuki 
franchise, Suzuki sales have grown 
dramatically, gradually closing the 
gap with Yamaha. | 
Despite the rumours, some observers 
are sceptical that Hendra would relin- 
quish part of his interest in the 
Yamaha franchise in view of its sizable 
contribution to group earnings. Back 
in 1961, Hendra began life as a small 
Yamaha motorcycle dealer. Five years 
later, he acquired the sole distributor- 
ship for Yamaha motorcycles and in 
1971 began assembling. Now in its 
Pulo Gadung factory complex, Hara- 
pan claimsit can assemble 20,000 units 
monthly bringing in annual eàrnings 
running to US$150 million. It also pro- 
duces motorcycle spare parts in this 
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Gunung Kecana, Jakarta 
Gunung Tambora, Jakarta 


PT Arta Buena Sakti 
PT Grand Paradise 


own & City Trading Co. 


The Palace Restaurant & Night Club 
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plant which employs some 4,000 work- 
ers. : 


| Harapan’s local tax problem began - 


when the tax authorities discovered 


one of its Surabaya motorcycle dealers. 
| Was not paying taxes. This led to an 


investigation of Harapan’s Jakarta of- 
‘year the government step- 
campaign against corporate 





ped up its 


tax offenders. Although eventually ac-. 


quitted, Yos Sutomo (Kang King Tat), 
a timber magnate of the Sumber Mas 
group, was brought to court on initial 
tax fraud charges amounting to Rps 4.6 
billion. Many expected Hendra to be 
brought to court on similar charges. 
But, according to a recent report, the 


Attorney-General’s Office apparently 


had insufficient evidence to continue 
legal proceeding, and therefore re- 
sorted to what was described as “re- 
pressive administrative" measures re- 
quiring Hendra to pay up any back- 
taxes. | 


I? late March, reports that Harapan 
had settled its tax problems began to 
circulate. At about the same time, 
Hendra suddenly showed up in Jakarta 
after a prolonged absence abroad, 
lending further credence to the re- 
ports. It was in April, though, that 
Hendra came up with the first instal- 
ment on his back-taxes, estimated at 
about Rps 8-9 billion. This is under- 
stood to represent about half of the 





fotal sum owed. But with the difficulty 











Unistock Finance Co. 


Harapan Trading (Hongkong) Co. 








of assessing and finalising tax obliga- 
tions here, some still question whether 
the group's tax liability has been fi- . 


nally agreed upon. As one banker re- 


marked: “More questions have to be 


asked and more answers need to be 


x 


given." , 


. Problems relating to the group's ; 
Jakarta property investments have 


been less severe. A 17-storey office 
building, Wisma Harapan, located 
along Jakarta's major artery, Jalan 
Jendral Sudirman, was completed be- 
fore the oversupply of office space be- 
came evident. But the group might 
have some problems filling the re- 
cently completed Gajah Mada office 
complex in the city centre because of : 
the abundant supply of commercial. 

space. However, Gajah Mada's retail 
space, which was completed earlier, 
was almost fully let last year. As with 
many of Harapan's property projects, 
the pre-paid rent from the shopping 
complex has helped cover a significant 
part of the project's cost. 

At home, Harapan oversees its prop- 
erty holdings through PT Arta Buana 
Sakti and PT Grand Paradise. Other 
property interests in addition to Wisma 
Harapan and Gajah Mada Plaza in- 
clude Gedung Harapan — the group 
headquarters — and a string of luxuri- 
ous houses in the elite Simprug and 
Gatot Subroto areas, as well as in 
Ciputat, south of Jakarta. The group 
also has plans to build a luxury 
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| that 
pears to be stalled given 
current problems. 

Trying to diversify away from man- 
ufacturing and property, Harapan a 
few years back began concentrating on 
building up its limited presence in the 
finance sector. In 1982 the group 
merged its two banks, each in Medan 
and Surabaya, to form PT Bank Hara- 
pan Santosa headquartered in Jakarta. 
To improve management at the bank, 
Harapan signed a technical-assistance 
ágreement with Bangkok Bank — one 
of Harapan's major financiers in In- 
donesia. Although small in comparison 
with other private banks, Bank Hara- 
pan Santosa managed to boost assets 
and earnings from, respectively, Rps 3 
billion and Rps 15 million in 1982 to 
Rps 24.7 billion and Rps 153 million in 
1983. 

The group's other financial interests 
include PT Bank Tonsea Manado, PT 
Bank Pasar Gunung Kencana Jakarta, 
PT Bank Pasar Gunung Tambora 
Jakarta, PT Inti Harapan — a finance 
company offering i 
foreign-exchange 
services — and PT 
Harapan 
Aman Pratama, an 
insurance company. 
Aside from its 
Singapore hotel in- 
vestments, the 
group also has in- 
terests in. Hong- 
kong. These include 
Harapan Trading 
Co., which handles 
import and export 
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ent company in In- 
donesia, Unistock 
Finance, a deposit- 
taking company, 
and the 29-storey 
Unistock Finance 
Building. 

Last year, faced 
with mounting 
problems, Harapan hired a Thai man- 
agement consultant, Virachai Van- 
nukul, at the recommendation — some 
say insistence — of the Bangkok Bank. 
Virachai currently holds the positions 
of group vice-president and managing 
director and is widely considered to be 
the second most powerful person in the 
group after Hendra. But how far Vira- 
chai is taking over Hendra's position 
is not known. : 

Whatever the group's internal ar- 
rangements, Hendra's vision and op- 
timism comes through quite clearly in 
the group's recently issued promo- 
tional brochure. With projects ranging 
from a 3 million-tonne cement plant in 
Semarang (PT Semen Sugih Harapan) 
to further investments in property, the 
group does not appear to be scaling 
down its future growth plans, thus re- 
maining true to its corporate name. In 
Indonesian, Harapan means "hope." D 
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Hendra Rahardja will soon be Singapore's biggest 


hotelier but also perhaps its most illiquid 


By Lincoln Kaye 


ne of the most often repeated num- 

bers in the statistical repertoire of 
property-market doomsayers in 
Singapore (FOCUS, REVIEW, 8 Mar.) is 
the projected oversupply of hotel 
space. With tourist arrivals falling as 
fast as deluxe accommodation is rising 
all over town, an excess of 15,000 hotel 
rooms is predicted by 1986, 

Hendra Rahardja, the Indonesian- 
Chinese tycoon who burst onto the 
local property scene in 1981 with a 
string of splashy land purchases right 
at the peak of the market, will be per- 
sonally. responsible for nearly 29% of 
those excess rooms. With a total of 
4,300 rooms to let in six hotels, 
Hendra will enjoy the distinction of 
being Singapore's biggest hotelier. He 
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could also turn out to be the most il- 
liquid, unless he can tap new funding 
sources. 

Hendra is rumoured to have been 
unable to meet the first test of his 
liquidity — a S$50 million (US$24.1 
million) land-acquisition payment due 
in mid-January to Singapore's Urban 
Redevelopment Authority (URA). The 
URA declined comment, while Hendra 
himself told the local daily Business 
Times that, so far as he knew, all his 
payments have been on schedule. But 
banking and property sources alike are 
convinced the January payment was 
missed. As for the URA-mandated 
construction schedule on the three 
hotels of his waterfront flagship 
Rahardja Centre project, no visible 
progress has been made in nearly a 
year and the site remains a hole in the 
ground. ü 

But rather than penalising him to the 


full extent of their power (and thereby 
risk "knocking out confidence in the 
hotel sector as a whole," to quote one 
industry analyst), the authorities have 
been content to grant Hendra a two- 
year extension on his construction 
schedule beyond the originally 
targeted 1986 completion date. Hendra 
maintains the delay is dictated by 
technical alterations in the plan — a 
more flexible convention facility, 
modified retail space and a truncated 
(to 63 storeys) main Rahardja Centre 
tower to make way for aircraft. But ob- 
servers wonder whether truncated 
bank lines might also have figured in 
the postponement. 

All Hendra has to collateralise debt 


. — aside from his smallish headquar- 


ters office block — are hotels in various 
stages of gestation. The only one cur- 
rently receiving paying guests is the 
just-opened Meridien on Orchard 
Road. Although only 190 of its 438 
rooms are ready to let and more than a 
third of its retail space remains vacant, 
Hendra predicts the hotel will make 
money this year, though he concedes 
the going will get rougher as the hotel 
glut worsens. Even harder pressed to 
fill its rooms will be the Changi Meri- 
dien, due to open in September. Incon- 
veniently situated on the far side of the 
airport, it is almost as long a taxi ride 
from the terminals as is Orchard Road. 


onetheless, Hendra's choice of 
France's Meridien Hotel manage- 
ment group to run the Orchard Road 
and Changi hotels seems to have stood 
him in good stead with his consortium 
of bankers, which is led by Société 
Générale and comprises mainly 
French institutions. "We're in the 
deals [with Hendra] largely in consid- 
eration of our Paris relationships with 
Meridien and its principals, such as Air 
France," shrugged one banker, Galli- 
cally. "So if we don't get back our 
money in four to five years, as planned, 
we could go along with him for another 
couple of years. " 

It remains to be seen whether 
Hendra's choice of the Japan Air Lines 
Development Corp. (JALD) to run his 
centrally, if unfashionably, located 
Hotel Nikko will translate into another 
source of bankers' loyalty. But at least 
the JALD link will assure base occu- 
pancy rates (in the form of group tours) 
for the hotel's 509 rooms after it opens 
in July. 

Rough as the birth-pangs are likely 
to be for the three hotels that Hendra 
will open this year, filling the rooms — 
and finding the funds — for the 
Rahardja Centre is likely to prove a 
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g costs for the comp b 
nally set at d million, 






Centre complex are any indication, 
Hendra might wind. up paying consid- 
erably more — especially with the two- 
year extension of the construction 









| endra brushes off suggestions that 
he might be strapped for cash, assuring 
the Business Times that he had “a let- 
ter of commitment from the bank 
reiterating its support of the project" 
as recently as February. Nevertheless, 
he is reported to have made fund-rais- 
ing forays lately to the capital markets 
of. London, the Middle East and New 
York. 

. As for raising capital on Asian 
equity markets, Hendra has set up 
public vehicles in Singapore (Town 
and City Properties) and Hongkong 
(Town and City International) The 
Singapore company holds 51% each of 
e Orchard Road Meridien and the 
kko; and the remaining 49% of the 
kko will be injected into the Hong- 














ue by Town and City Properties 





„was warmly received in April last year. 
ut that would be a hard act to repeat 
n the face of today's fading property 
market and mounting hotel glut. 
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By Hikaru Kerns in Tokyo 
he recent bilateral United States— 
Japan agreement on beef, which 
raises only the US share of Japanese 
beef imports, has the Australians con- 
cerned that they will be the losers. 
Australian negotiators will come to 
Tokyo in May to persuade the Japanese 
-to increase their overall world quota of 
"beef imports, so that expanded sales by 
the US will not come at the expense of 
‘Australia’s present market share. 




































































“and classified as low quality, accounts 
- for about 70% of Japan's beef imports. 

- The rest of the import market is mostly 
held by the US, which produces beef 
-that is grain-fed and classified as high 
quality. Japan has been Australia's 
-second-largest export market for beef, 

` receiving about 90,000 tonnes of Aus- 
 tralia's total beef exports of 440,000 
tonnes. The new US-Japan agreement 


















































grain-fed beef by 6,900 tonnes a year 
for the next four years, but says no- 









ong company. A S$20 million bonus . 


market capitalisation: S$55 million) - 


Australian beef, which is grass-fed | 


expands the quota for high-quality, 


thing about adjusting overall quotas to |. 






The Malaysia-baned € 





By Lincoln Kaye 








ngaporeand 


boardroom battle between two Khoos 
— Datuk Khoo Kay Peng of Malayan 
| United Industries (MUT) and the Good- 
wood group's Tan Sri Khoo” Teck Puat. 
The outcome was hailed as an “exer- 
cise in corporate democracy" by a 
spokesman for the victorious MUI — 
holder of 52% of Ming Court's Equity 
— whose chief Singapore representa- 
tive, Ong Leng Chuan, will stay on as 
chairman. But the exercise left the 
hotel’s board without a single minority 
director — one of the main gripes in the 
manifesto issued by the. ——— 
challengers. 3 
Goodwood had been: desi na 





During its two-year: “stewardship 
(which was not renewed upon its ex- 
piry in November 1983), Goodwood 
claims to have introduced a full-time 
management strong enough to run the 


| new side of the beef 


à ow that the United States and Japan have an agreement c on 
meat imports, Australia i is worried it Ww suffer 


make room for the additional importe: 


Beef is as touchy an issue with the 


Australians as it has been with the 
Americans, but there is a difference: 
Australia. has a comfortable trade 
surplus with Japan, mainly in raw 
materials and agricultural products, 
while the US has suffered from a huge 
deficit in its trade with Japan. Al- 
though this means Australia has less 


cause for complaint against Japanese 
‘ime Minis-: 





trade practices, Japanese Prin 
ter Yasuhiro Nakasone pledged to Aus- 


tralian Prime Minister Bob ‘Hawke in 


mean, in. — to ihe beef: issue, 
that Australia could keep its market 
share. Some quarters of the Australian 
press expressed anxiety that Austra- 
lian beef interests would be sacrificed 
as a consequence of the US-J apan 
agreement. - 

apanese agricultural in 















oup v wins a | battle. for directorship 
control of — ; Ming Court Hotel 


bid to oust the chairman of the | 


in D entation. 
went down to "erushing. defeat in a 


manage the hotel “tempo: eun after 
. MUI gained majority control in 1981. 
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hotel successfully without recourse to 


. outside help. 


Nonetheless, the maneto E 


MUI appointed its Hongkong-based 


Malayan United Hotels (MUH) sub- 
sidiary to take over Ming Court's man- 
agement. G oodwood' s Khoo Ban Thian 
(son of Khoo Teck Puat), as a Ming 
Court director, refused to endorse an 
MUI-designated management agent 
when approached by Ong on the sub- 
ject in November 1983. But Ong rail- 
roaded the MUH appointment through 
in Khoo's absence at a February board 
meeting, the agenda of which was in- 
adequately pre-specified, the man- 
ifesto claims. 

Khoo quit his directorship in pro- 
test, leaving the Ming Court board 
without minority representation (the 
other minority director, stockbroker 





‘Lim Tah Hwa, having earlier resigned 
.to.avoid a conflict of interest when he 


won election to the local stock-ex- 
change board) Nor have any steps 
been taken since to fill the two minor- 
ity slots that were to hàve been re- 


not about to soften their opposition to 
increased beef imports. After delaying 
the agreement for so long, the agricul- 
tural lobby has now shifted its sights. 
The Central Union of. Agricultural 
Cooperatives, or Zenchu, which repre- 
sents.5 million Japanese farmers, is 
conducting a campaign to resist Aus- 
tralian proposals. . 

Zenchu's Shigeru lizaka told the 
REVIEW: “It’s only the beginning of the- 


Aight — everybody wants Japan to 


raise overall quotas." Iizaka also said 
Zenchu will continue to oppose any 
changes in the present system of gov- 
ernment-managed price levels that 
will lower retail beef prices. 


n the coming negotiations, Austra- 
filia will be asking for an increase in 
grass-fed beef imports, in terms of 
market share, in proportion to the in- 


crease granted to the US for grain-fed 


beef. Also, Australia is seeking an in- 
crease in Japanese imports of chilled 
beef and is asking that certain kinds of 
beef for the lower end of the market, 
mainly classified as offal, be exempt 
from quotas. The chilled beef issue 
seems to be particularly annoying to 
Australia. 

Australia is unable to supply high: 
quality beef capable of meeting Japan- 
ese standards except in chilled beef, a 


|. technological innovation which ena- 
| bles meat to be transported and stored _ 




















served on the board, according to as- 
surances allegedly given the Khoos by 
MUI in 1981. 

While Goodwood itself has no in- 
terest in resuming its Ming Court man- 
agement role, as a 17% shareholder the 
group took issue with the payment to 
MUH of 3% of the hotel's gross earn- 
ings — "a very substantial sum, mea- 
sured against the company's pro- 


without actually freezing it. What irks 
Australia is that Japan has been cut- 
ting its purchases of chilled beef be- 
cause they interfere with the govern- 


ment's beef 
gramme. 
About 90% of imported beef into 
Japan is received by the state trading 
agency, the Livestock Industry Promo- 
tion Corp. (LIPC), and the balance by 
the semi-governmental body, the 
Japan Meat Conference. The LIPC 
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its," according to Khoc 
Ong met the Goodw 
with a point-by-point rebuttal, assert- 
ing: = 

» He was "impressed" with MUH and 
"Khoo's doubts were unfounded.” 

» Thepromised compensation was 3*6 
of net, and not gross, earnings, which 
was cheap in comparison to the 3.5% 
Goodwood had been getting from the 
Ming Court previously. 

» The February board meeting was 
"properly constituted" and the pre- 
specification of its agenda was in line 
with "standard practice. " 

» Noassurances of representation had 
been given to Khoo, nor was the Ming 
Court any more bound to include 
minority directors than were various 
quoted Goodwood subsidiaries whose 
boardrooms were exclusive majority 
preserves. 

Some of these statements MUI's 
Khoo Kay Peng (a Christian) could 
only. swear to at the peril of "his im- 
mortal soul," suggested a Goodwood 
circular read at the Ming Court's 
extraordinary general meeting. 
Nevertheless, MUI won the proxy war 
hands down, with 81% of the shares 
voting against Goodwood's motion to 
replace Ong. As for the prospect of 
more Goodwood representation on the 
Ming Court board, Ong voiced reserva- 
tions about legates from a rival hotel 
chain as directors: after all, he asked: 
"Do you want to have a Trojan horse 
running your company?" o 
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withholds from, or releases into the 
market, as circumstances warrant, fro- 
zen beef it holds in storage to regulate 
supply and demand, and hence prices. 
Unlike frozen beef, chilled beef has a 
shelf life of only about 45 days and 
must be placed on the market within 
that time. 

The restrictions on chilled beef de- 
rive from the government's policy of 
keeping beef prices high, and though 
the value of the chilled-beef trade may 
not be large in comparison to Austra- 
lia's other exports to Japan, the issue is 
significant because it  spotlights 
Japan's political decision to foster an 
artificial market. Australia also main- 
tains that if beef prices are allowed to 
decline, demand will rise to make an 
expanded market with higher gross 
sales. But Japanese agricultural in- 
terests argue that a bigger market for 
beef will benefit mainly overseas pro- 
ducers and cut profits for Japanese 
farmers. 

It is not known what the Japanese 
posture will be in the coming negotia- 
tions. In the US-Japan negotiations, 
Nakasone had to override ministerial 
objections and order the Japanese 
envoy to Washington to conclude an 
agreement, Such extraordinary inter- 
vention may be required again, but 
Australia's political leverage over 
Japan is much weaker than that of the 
US. ü 
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. -By Lincoln Kaye in Singapore | 
P. Bis s Foreign Minister Mohamad 

KJ Bolkiah (brother of Sultan Sir 
Muda Hassanal Bolkiah) is thinking of 
taking his QAF Holdings public, bank- 
ing sources have confirmed. Such a 
move would package local equity in a 
way suitable for Brunei' s “rakyat 


EX [public] to buy shares in . . . the 
economic development of their coun- 
` try," in the words of a spokesman for | 
. Singapore merchant bankers N. M. | 


prospects. 


Not that individual Bruneian pun- | 


ters are likely to snap up QAF shares | sultanate joined on achieving indepen- | 


from the broker down the street. 
Rather, the shares are likely to be held 
in trusts sponsored by the state and 





—— bank ni 


United Coconut Planters Bank, the 
bank for the Philippine coconut in- 
dustry whose non-bank connections 
include brewing and coco-chemical 
manufacturing, realised a net income 


of P130. 3 million (US$9.3 million) in 


1983, 6% more than the 1982 figure. | 
Bank president Eduardo: Cojuangco | 


has just been elected chairman of San | 
Miguel Corp. in place of the late |” 


Andres Soriano Jr. The bank in- 
creased its paid-up capital from P1.3 
billion to P1.45 billi 3 











| 30% stock dividend. Its 

ary, United Coconut Chemi-- 
cals, is scheduled to put on stream - 
next month a coco-chemical man- 
ufacturing plant in Bauan (Batangas, - 
south of Manila), a joint venture with 


West Germany's Lurgi. ~~ EO GONZAGA 


Marcopper Mining Corp. r 
turnaround from a fairly larg 


loss of P56.59 million (US$4.04 mil. | 


lion) in 1982 to a modest net income 
of P 10.56 million in 1983. Production 
of copper concentrates fell but this 


was more than offset by higher met- 


als prices and the two peso devalua- 


tions, the latter increasing peso pro- - 


: ceeds of exports. —LEO GONZAGA 
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New Zealand food: giant Wattie In- 


-| dustries'. investment in major com- 
-| panies is paying off in bottom-line | 


F earnings. Wattie announced an in- 








: ‘ohne S QAF Holdings hopes f toc come to 
marking the territory's first-ever public isting 


extend the group 


























acini in | the public: name, on the pat- 
tern of Malaysia's bumiputra institu- 


tions. Foreign institutions, too, might 


be interested in Bruneian equity. And 
 market-tradable QAF scrip could fig- 
ure in future corporate manoeuvres to- | 
(and the country's) | 
. financial reach. more readily across 
 Asean and beyo: 
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many listable 








quofation, both for convenience and as 


a gesture towards Asean, which the 





dence this year. Singapore, by virtue of 











terim profit for the six months to 31 

January of NZ$19.5 million (US$12.9 
million) — up 32%. Some NZ$8.5 
million of that came from its invest- 
ments in associate companies, mainly 
fellow food group Goodman Group 
and New. Zealand’ s second-largest 
company, -NZ Forest Products. 

Wattie's - ' traditional operations 
increased - earnings by 145% 
while its sales rose 7% to NZ$310.8 
‘million, — LINDA SANDERS 


Daewoo "s advance 


Daewoo Corp., South Korea's largest 
conglomerate, reported a healthy 
27% increase in turnover in 1983, at 
US$4.25. billion, compared | to 
| US$3.35 billion in the previous year. 
Net. protits improved to US$45 mil- 


dion — a` 19% increase on 1987's 
US$37. 6 million. ‘Earnings per share - 





rose to 34 US cents from 29 cents in 
1982. However, net profits as a per- | 


e.a centage of sales slipped from 1.6% to 


1.1%. The 26% increase in exports 
was dominated by heavy-industrial 
goods, which outpaced light-indus- 
trial sales abroad. by more than two to 
one. = PAUL ENSOR 


MPHi improves 


Following. a two-year freeze on di- 
vidends, . Multi-Purpose Holdings 
(MPH) — the investment vehicle 
owned by. Koperasi Serbaguna- 
Malaysia, a cooperative with links to 
- the Malaysian Chinese Association — 
has announced a payout of 2.596 for | 
calendar 185, the first since. it be- 








eighbouring ex- 
looked at for QAF’s | 


geographic proximity, historic links | 
and currency: parity, appears to be the 


B COMPANY RESU JU | 


 clared priorities of fostering their own . 


| any potential QAF i issue. 


| waived in the light of QAF's royal au- 
"0 | Spices and financial strength. With an - 
. Since Brunei so far has. no equity |. 2 

| market - — not | 
`- Rothschild & Sons, which has been en- | corporai 
- gaged to study QAF Holdings' listing | ch | 
| importers and general-service indus- 


_ is believed to run a (distant) second to: 


i leue t mes. | o 






foreign consumption — with their de- 








local investment in their most promis- 
ing domestic industrial sectors. Nor 
has QAF the five-year track record re- 
quired for listing on the Singapore ex- 
change. Such considerations make it 
hard to predict the size and timing of 










But market sources remain hopeful 
that regulatory scruples might be. 











estimated S$30-40 million (US$14.4- T 
19 -3 million) i in. capitalisation, the di- . 


-versified conglomerate holds interests - 
in  Brüneian properties, retailers, 









tries, as well as companies servicing. 
Brunei's mainstream oil industry. QAF 









Brunei Shell in the country’ s corporate 














































million) after-tax profit for the half- 


| In the wake of its worst performance 
in six years, Singapore's 71%-gov- | 
-ernment-owned Keppel Shipyard | 
"announced a $$150 million (US$72.2 _ 


| 
E 
| 
| 
| 
| 
| 
| teri 
| 
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came a listed o company. ECT profit 
after tax and minority interests for 
the year was M$12.8 million (US$5.6 
million), which with extraordinary | 
profits brought group attributable 
profit to M$16.7 million. At the com- 
pany level, MPH's attributable profit 
rose marginally to M$4.9 million | 
from MIS. 5 million in 1982.—JAMESCLAD | 





erli perte the ij sace, d Thai. | 
trading and manufacturing concern, 
posted a Baht 41.9 million (US$1.8 


year ended 29 February, up 45% on 

the same period a year earlier. Re- 

venue rose marginal to slightly | 

more than Baht 1 billion. The com- | 

pany decided to pay its first-ever in- | 

terim dividend of Baht 15 a sharein | 
: — PAISAL SRICHARATCHANYA 





million) rights issue. Expense on its 
debt — Asiadollar bonds and over- | ^ 
drafts, plus borrowings for its con- |- 
troversial Straits Steamship acquisi- - 
tion — reduced the group's operating |- 
profits by 82%, to 5$28.4 million, for | 
calendar 1983. The directors pre-.| 
dicted even worse borrowing costs 4 
for 1984, but hoped to improve the |. 
conglomerate' s gearing through the | 
one-for-two rights. issue. at .S$2 a [| 
share. SE. — — UNCOLN KAYE | 
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Ester Jims trading zeal — 


TRADING generally was subdued in Australia, the Philippines, Hongkong and New 


Zealand ahead of Easter holiday celebrations in the period to 23 Apr. Other markets in 


tinued its record-breaking surge. 


TOKYO: Early in the period the market saw a 
wave of selling, mainly on the widespread feeling 
that prices had gone too high, too quickly, The 
Nikkei-Dow Jones Average shed nearly 150 
points on 19 Apr., then gained slightly the fol- 
lowing day and subsequently held firm. Foreign- 
ers were thought to be on the selling side, though 
some domestic investors began buying after the 
big single-day decline. Blue chips were un- 
loaded, though some special-situation stocks 
held their ground. By the end of the period inves- 
tors were taking a wait-and-see attitude and vol- 
ume was low. The average closed at 10,800.78, 
down about 100 points on the period. 


HONGKONG: Trading was thin during the 


holiday-shortened period. The Hang Seng Index 
rose steadily ahead of British Foreign Secretary 
Sir Geoffrey Howe's press conference and closed 
the three trading days at 1,115.85. Turnover av- 
eraged a daily HK$162.14 million (US$20.79 
million). Market sentiment was given a lift by 
positive response to a government land auction 
during the period. Most investors, however, re- 
mained on the sidelines, expecting Howe to re- 
veal more about Sino-British negotiations over 


. the territory's future. 


SINGAPORE: Qualms over the Malaysian 


Chinese Association's infighting, rising interest 
rates and lurid Carrian revelations over-rode 
Wall Street's uptrend to make for a period of 
downward drift in local share prices on ever- 
thinning volume. Fraser's Industrial Index 


closed the.holiday-shortened period down 25.1 


points, at 5,566.45. Losers outnumbered gainers 
by 181 to 31. Activity continued to centre on usu- 
ally quiescent speculative mining and plantation 
counters such as Tronoh Mines, which picked up 
40 S cents (19 US cents) to $$11.90, and Benta, 
which shed 40 S cents to S$12.00. Daily turnover 
averaged just S$17.2 million, compared with 
$$30.2 million previously. 


KUALA LUMPUR: Investors remained cauti- 


ous during the period, reacting to continuing po- 
litical uncertainty in the Malaysian Chinese As- 
sociation and to press reports from Hongkong 
on the murder last year of a Bank Bumiputra of- 
ficial. By mid-period, a slight reaction to low 
values occurred, but trading remained listless. 
Good results from the New Straits Times group 
and Multi-Purpose Holdings helped enliven the 
market, but overall values closed only mar- 
ginally higher. Volume during the period was 
23.5 million units, valued at M$91.5 million 
(US$40.04 million). By the end of the period, 
overseas institutional funds had begun to buy — 
a move which helped lift sentiment. i 


TAIPEI: The market rose to new heights as in- 
vestors ignored adverse political events and Con- 
centrated attention. on  Taiwan's positive 
economic performance. United States President 
Ronald Reagan's trip to China had no inhibiting 
effects on the market's upward surge. Instead, 
the announcement that overseas orders received 
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Asia were open for trading throughout the six-day period, however, and Taipei con- 


^ 


by Taiwan industry in March rose almost 22% 
over the previous month helped boost investor 
confidence. The weighted index on the last day 
closed at a record 915.39, up 18.42 points from 


the previous period. Paper and cement issues , 


made the biggest gains. Average daily turnover 
was NT$1.54 billion (US$38.41 million). 


AUSTRALIA: The main feature of an otherwise 
dull holiday-shortened period was sharp falls in 
selected oil stocks following disappointing drill- 
ing results at the Eclipse Well in the Timor Sea. 
In the previous period, prices had been bid up on 
optimistic reports. Otherwise, the trend was for 
sluggish pre-Easter trading. Gold and mining 
shares were narrowly mixed and industrials 
mostly steady, as the Australian All-Ordinaries 
Index closed at 759.3, down 5.2 points. 


NEW ZEALAND: The three-week-old rally 


continued into the latest period, with counters 
showing good gains in the short pre-Easter 
period. Individuals appear to have re-entered the 
market in modest numbers, but the main reason 
for the recovery has been the disappearance of 
sustained selling pressure which arose in Feb- 
ruary and March. Media comment on finance 
companies paying rates above the government's 
guidelines has kept thé interest-rate factor to the 
fore. 


BANGKOK: a surge of buying activity sur- 
prised many investors who had expected the 
market to remain in the doldrums for some time. 
Fundamentals still did not warrant any price up- 
trend, but there were rumours that cement com- 


‘panies would report improved first-quarter 


earnings. This triggered a general rebound and 
the Book Club Index gained 0.8 of a point. Aver- 
age daily turnover was Baht 20.1 million 
(US$870,000). 


MANILA: Trading in oil shares was minimal 
during the holiday-shortened period. The main 
dampener was disappointment with drill-stem 
test results in the Sampaguita-3A wildcat well. 
The oil sector's index slipped 0.048 of a point to 
0.75. Mine favourites faltered on profit-taking 
after the recent rally, pulling their index down 
6.09 points to 1,082.44. Atlas A yielded 20 cen- 
tavos and B 50 centavos, while Philex was off a 
half-centavo, more than offsetting a P7 (50 US 
cents) appreciation in Benguet B shares. 


SEOUL: Unable to shake itself out of the dol- 
drums of the previous period, the index slipped 
very slightly to 132.13, a loss of 0.01 of a point. 
Volume fell by 5.8 million shares to a daily aver- 
age of 12.5 million. Past worries, including the 
examination of some firms by the Korea Stock 
Exchange and demonstrations on university 
campuses, continued to sap confidence, while the 
opening of the building season draws large flows 
of cash into property and out of stocks. The gov- 
ernment's decision to cut excise taxes on a broad 
range of consumer goods buoyed electronics is- 
sues. , 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 25th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 


Features 

The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
and social and cultural landmarks. Each section has 


Announcing The All New 95th Edition 
We give you Asia, 
minus the mystery, 


minus the myth: 
Asia 1984 Yearbook 








also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
Staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HKS45/USS6/£4/M/SS13.50 
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To: Publications Division. 
Far Eastern Economic Review, 
G.P.O. Box 160. 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for 


— MN ERR CURSUS tonto Sacked 


Name 


Address . 


= FEAGAI, ’ ee: Post Code 


Country 


Asia 1984 Yearbook (Soft Cover) 
Price: HK$150/US$19.95/£13.00/M/S$42.50 each 


No. of copies by surface ] by airmail’ 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£15.90/M/S$50.00 each 

No. of copies | by surface ] by airmail” 


"For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 per 
copy 
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At Thai International we’re pleased to say that nothing has changed. 
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Smooth as silk 


What large companies ant 
international trad 


For more than 100 years major 
companies and banks have come 
to Morgan for superior trade 
services — documentary and 
standby letters of credit, bankers 
acceptances, collections, and 
reimbursements. 

Now we've streamlined the 
way these services are delivered 
to make them even more respon- 
sive to the needs of corporate and 
correspondent clients. 

Small teams of Morgan trade 
services specialists are located 
in each of our banking offices 
around the world. They work 
closely with our trade services 
teams in New York, each of which 
serves a single geographic area. 

Here's how this benefits you. 

Close communication 
Every time you bring Morgan a 
trade transaction you work with 
the same small team. Every 
phase of your transaction — from 
start to finish — is handled by 
members of the team. You know 
them by name, and they know 
you. This close, continuous com- 
munication helps us develop a 
deeper understanding of your 
needs, your way of doing inter- 
national business. 

And because each New York 
team concentrates on a separate 
geographic area it knows all the 


trade rules and requirements in 
its area. The result: we anticipate 
and prevent problems, expedite 
your transactions, ensure com- 
plete accuracy. 

Experience, knowhow 
Today, computers help us give 
you this speed and reliability. 
But no machine can spot dis- 
crepancies in a bill of lading or 
inspection certificate, or route a 
transaction in a more timely way. 
No machine can replace the 
skills of Morgan people in exam- 
ining complex trade documents. 
Some of our specialists have 30 
years of experience. 


Morgan's Rolf Bischofberger and Michael Fisher 
are trade services specialists in Switzerland. 





This means vou get fast, ex- 
pert answers to questions like: 
O How can I minimize my risks 
under performance guarantees? 
|] What are the restrictions on 
using bankers acceptances prior 
to shipment of goods? 
C] When is it to my advantage to 
have time draft credit terms in a 
letter of credit instead of deferred 
payment? 
C Which protects me better as 
an exporter — a transferable credit 
or an assignment of proceeds? 

There are more benefits to 
using Morgan trade services. 
With $60 billion in assets and 
$3 billion in capital we're one of 
the world's strongest institutions. 
Backed by this strength, and our 
reputation for quality services, 
documents with Morgan's name 
are accepted everywhere without 
question, whether the transaction 
is for $50,000 or $50 million. 
Worldwide resources 

The trade service experts at all 
of our offices and affiliates work 
closely with each other as well 
as with our teams in New York, 
and with the Morgan banker in 
charge of your overall relation- 
ship with us. 

Together they can call as 
needed on all Morgan resources, 
including a global network of 


anks should know about 
ervices at Morgan 





- 


R : i vta ut, 

rvices officers, Alfred Koebel and Alexander Kennedy 
Center, at one of the automated data units serving trade clients are Arwood Collins. who heads trade services, Maureen Barrett, Robert 5pringett, and 
Lowell Knauer. Right, two officers of Morgan's Hong Kong office. David Morris heads general banking; Kenneth Sit's responsibilities include trade services 





correspondent banks, our inter- 


Find out more about how write Alexander S. Kennedy. 
national banking subsidiaries in 


Morgan's trade services are Vice President, International 
Trade Services, Morgan Guaranty 
Trust Company, 23 Wall Street, 
New York, NY 10015. 


key U.S. cities, and our special- designed to meet vour interna- 


Ists in export finance, cash man- tional needs. Ask vour Morgan 
agement, and foreign exchange. account officer for details. or 


Member FDIC 


The Morgan Bank 


LETTER FROM HONGKONG pem x: 


448A t no time was your life in jeo- 

pardy. We don't know for sure 
what the problem was but we are in- 
vestigating it vigorously, I can assure 
you." The speaker, Peter Hulm, mar- 
keting manager of Ocean Park, does 
not look like a man who is used to a 
lot of hostility. But today is a special 


day. 

This is opening day for the thrilling 
new rides at Hongkong's Ocean Park 
oceanarium, swimming complex and 
amusement park. The uncontested 
star of the show, the “Dragon,” a for- 
bidding, high-speed, high-rise, high- 
tech roller-coaster, had just broken 
down at the crest of a majestic loop 
500 ft above the foamy depths of the 
South China Sea. 

For 15 minutes that seemed like a 
month, passengers were locked 
rigidly into place at an angle that 
would have made any astronaut 
proud. Once in a while, the train 
would lurch forward a few feet, let 
out a gasp of hydraulic despair, and 
stop again. But 
how bad could 
things be? The 
machine was 
spanking new, it 
was one of the 
biggest, the fas- 
test, the most ad- 
vanced in the 
world. Hadn't 
Ken Tomlins, the 
general manager 
of Ocean Park, 
promised that 
the danger was 
just an illusion, 
that they had 
“taken the risk 
out and left the 
thrill in”? 

Well, every- 
body has his breaking point, and as 
soon as I saw the walkie-talkies 
flashing in the distance I had mine. I 
snarled at the friend next to me as he 
took snapshots of his watch for post- 
erity. I looked longingly at the 
emergency staircase that only a suici- 
dal maniac could ever dream of using. 
I got religion. 

The day had begun with a whimper 
only an hour earlier when the glori- 
ous new Ocean Park escalator, at 745 
ft the longest in the world, failed to 
escalate and turned into the world’s 
most expensive staircase. Michael 
Sandberg, taipan of the Hongkong 
and Shanghai Bank and chairman of 
the Royal Hongkong Jockey Club, 
which owns Ocean Park and funded 
the new development at a total cost 
of HK$240 million (US$30.77 mil- 
lion), had made a pleasant speech and 
cut a ribbon. A bunch of unruly 
bagpipe players blew a few tunes. 


Then they revved up the escalator. 

It looked pretty nice there for a 
minute or two, gliding elegantly up 
the hill under its tinted acrylic 
canopy, breathtaking vistas of Deep 
Water Bay spread out in the 
background. Then it stopped. A regi- 
ment of crack Otis technicians were 
called in as sheepish reporters con- 
templated the fun of walking up a 
nearly vertical rise of 377 ft, the equi- 
valent of a 30-storey building. 

Somebody asked if this was what 
Sandberg had in mind when he said: 
“Today opens a new era in entertain- 
ment and recreation for Hongkong.” 
Finally, just as everyone was begin- 
ning to do their stretching exercises 
in preparation for the long march, the 
men from Otis pushed the button and 
the escalator sprang to life. For a mi- 
nute. It imitated the Tooterville Trol- 
ley all the way to the top, starting and 
stopping every few minutes. 

When the escalator finally made it 
to the "P dup looked like mey 
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The Dragon in action: minutes that seemed like a month. 


might pick up. A few stuffed animals 
were standing around shaking hands; 
the sealions were barking up a storm, 
and the oceanarium was just where it 
always was. And there on the head- 
land, perched over the sea at a peril- 
ous angle, the new rides beckoned 
with a dazzling self-assurance that 
only a professional public relations 
staff could create. 


ntil the weekend of 14 April, 

Ocean Park had been an ocean- 
arium pure and simple. But even then 
it had been an extraordinary success. 
Packed buses full of excited school- 
children and their dutiful parents 
flock to it every fine weekend to view 
such attractions as the Wave Cove, 
the children's zoo and the trained 
dolphins. Annual attendance is cur- 
rently 1.5 million. And the views 
alone are worth the price of admis- 
sion. 
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So it seemed impossible that the 
new rides could do anything but en- 
hance its fine reputation. The idea 
behind the new section, which took 
less than a year to construct, was to 
attract a wider and slightly more ma- 
ture audience to the amusement park 
on the south side of Hongkong Island. 

In addition to the Dragon, 14 April 
was initiation day for several new 
high-velocity rides including the 
Crazy Galleon, the Octopus — a per- 
sonal favourite — the Spider and the 
Raging River. The last is a captivat- 
ing flume ride down the same hillside 
the escalator handled so nimbly. 
Whatever other virtues it may pos- 
sess, the Raging River is probably the 
fastest way to reduce the size of a per- 
son's buttocks without surgery. 

Unfortunately, the Raging River 
was closed and 
the Spider was 
broken. But no 
need to quibble. 
The roller-coas- 
ter captured my 
full attention. I 
fought my way 
nearly to the 
head of the line in 
time to watch 
Sandberg laugh 
with derision at 
the suggestion 
that he should 
ride the thing he 
had just christ- 
ened. But I was 
there to get the 
story, and the 
faint-hearted- 
ness of other men was not my concern. 

Foolishly enough, after the 
corkscrew turn, where the Dragon 
hurtles out towards the sea at ridicu- 
lous speeds only to snap back at the 
last moment, I thought the worst was 
over. Five minutes later I would have 
paid thousands for the chance to hur- 
tle out towards the sea, any sea, at 
ridiculous speeds. By then my ears 
were primed for the whirring of the 
Royal Navy Helicopters which I felt 
sure would be coming to rescue us. 
While we waited, I thought of who I 
could sue. 

Finally, the machine lumbered 
over the top, did one mini-loop and 


came down the home stretch. The 


first person I saw was a nice publicity 
woman who looked almost as misera- 
ble as I felt. All she said was: "I don't 
suppose we could approve your story 
before it runs, could we?" 

— MICHAEL SPECTER 
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The watchdog 
bites back 


As a member of the staff of the Com- 
panies Registrv, Registrar-General's 
Department, I was interested to read 
Anthony Rowlev's account of the draft 
listing rules for Hongkong stock ex- 
changes [Teeth for the watchdog. 19 
Apr.|. Frankly, however, having had 
an opportunity to read the draft rules 
in question, I find some of Rowley’s 
statements rather odd. 

He states: "The new rules in fact go 
little farther than reiterating what is 
already in the Companies Ordinance.” 
It is true the rules do reproduce certain 
provisions in the Companies Ordi- 
nance regarding the contents of direc- 
tors' reports and accounts, presumably 
in order to ensure that, if a company is 
found guilty in court of breaching 
these provisions, the commissioner for 
securities will be able to consider sus- 
pending the company's stock-exchange 
listing also. However, the majority of 
the proposed rules are — in my opinion 

- entirely new and not comparable 
with any existing provisions in the 
Companies Ordinance 

On the same theme, Rowley states: 
“The rules on the disclosure of 
shareholdings simply reiterate what 
the existing Companies Ordinance re- 
quires (but in the case of a great many 
smaller companies does not get) with 
regard to, for instance, declaration of 
any holdings of more than 10% in 
another company by the reporting 
company.” 

In fact, a cursory examination of the 
draft rule on disclosure of share- 
holdings will show it goes far beyond 
anything in the Companies Ordi- 
nance. (Incidentally, the existing pro- 
vision in the Companies Ordinance re- 
garding statement of shareholdings in 
another company applies to holdings 
of more than 20% of that other com- 
pany's issued capital — not to holdings 
of more than 10% as stated.) 

It appears from some statements in 
the article that Rowlev thinks certain 
provisions of the Companies Ordi- 
nance will no longer apply to listed 
companies if the draft rules are 
enacted. This is incorrect. Any such 
rules will be subsidiarv legislation 
under the Securities Ordinance and 
will not affect the provisions of the 
Companies Ordinance in any way 

The comment which surprised me 
most was: "The second apparent weak 
point in the rules is that the maximum 
sanction thev allow for in the event of 
non-compliance is suspension or de- 
listing of an offending company's 
shares." Surely there can be few sanc- 
tions more intimidating than suspen- 


sion of a company’s listing, especially | 
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Standing on the threshold Tsimshatsui, Asia's 





— most exciting shop- 
of Asias greatest ping district, boasts 
shopping adventure. one of Asia’s largest 
- shopping and com- 
The Prince Hotel, Hong Kong. mercial develop- 
ments: Harbour City. At its northern end 
stands Hong Kong's newest hotel, 
The Prince. 
The Prince Hotel is managed by The 
Peninsula Group. With a hundred year 
heritage of dedicated service to business 
and pleasure travellers in the Orient, we 
know how to make your c^ 


trip live up to all your — 
expectations. DD ONE 


The Peninsula Group 
Fidfilling the promise of the Orient 
Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 
The Peninsula Group, Hong Kong Tel: 3-7225771 Tix: 34064 PENGP HX 
Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, In Harbour 
City, Hong Kong: The Hongkong Hotel, The Marco Polo, The Prince Hotel In Singapore: 
The Marco Polo In The Philippines: The Manila Peninsula In Thailand: The Bangkok 
Peninsula In The People's Republic of China: The Jianguo Hotel, Beijing 
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when the draft rule allows for such 
suspension to continue indefinitelv 

It makes every share in the company 
unsaleable for all practical purposes, 
and the financial damage inflicted on 
the controllers of the company will 
probably be far greater than any fine 
contemplated under any comparable 
legislation with which I am familiar. I 
am certain that if and when this sanc- 

| tion is used in practice, the minority 

| shareholders who find themselves with 
unsaleable shares will tend to agree 
with methat — in the field of securities 
regulation — suspension of trading in 
shares without limit of time is the ulti- 
mate deterrent. 

I was, of course, very interested in 
Rowlev's claim that the Companies Or- 
dinance "(under the aegis of the regis- 
trar-general) has been honoured more 
in the breach than the observance as 
far as corporate disclosure is con- 
cerned." I must point out. however. 
that the directors' reports in respect of 
private companies are not required to 
be, and are not, filed with the registry 
and we therefore never even see them 
We would only be aware of any breach 
of the statutory provisions if it were re- 
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Hongkong stock exchange floor: 70 
de-listing is a threat. 
cilities — ported to us by third parties. This sel- 


dom, if ever, happens. 

| The directors’ reports for public 
companies are required to be and are 
filed, but there are insufficient staff 


Of course, we have them. 

But at the President, we also believe it's personal service that 
makes your stay Hore pleasant. . available in the Companies Registrv to 

And our Executive Express Service means your business will carry out a detailed study of the entire 
be done smoothly and efficiently. 452 such reports that are filed annu- 

Meet the President. ally. This is regrettable but in the 
context of Hongkong not very sur- 
prising. The competition for scarce re- 
sources within the government is 
rather fierce. Agencies trying to obtain 
funds for such purposes as housing and 
education might think it unreasonable 


PRESIDENT HOTEL 


Where personal service really counts. if additional and expensive staff were 
T made available in the Companies Re- 

9 Teh Hwei Street, Taipei, Taiwan, 104 ROC gisi ry to study repi rts most of which 
Phone: (02)595-1251 Telex: 11269 TP are already being studied by staff of 


the Office of the Commissioner for 
Securities 





Instant reservations through: HK: 3-679111, 3-668327 If anyone, either a member of the 
CRA Steigenberger Singapore: 475-8433 public or a member of any other execu- 
S Reservation Service Worldwide Tokyo: (03) 5918012 live agency, or indeed Rowley himself 
clo Imperial Hotel, Tokyo: Or your nearest SRS Office (since he claims to be aware of 
(03) 504111 Ext 42/48/49 (Uu) Utell International wholesale breaches), can supply the re- 
Koma Hotel Representative Int'l Ltd, ^ | gistry with details of any alleged 
Tokyo. Tel: (03) 2123911 breach of the Companies Ordinance 
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uala Lumpur, Malaysia. Tel: 427633. | Ai Club Méditerranée 
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The Best 


Ani the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 














Peugeot 505 — 
Blending charm AE M Eid des —— 
with realism; b ETE — 
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efficiency. T © 
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directors’ reports, these will be consi- 
dered carefully and action taken if ap- 


propriate. P. MURPHY 
Assistant Registrar-General 
Hongkong (Commercial Division) 


e Anthony Rowley replies: Section 
129 of the Companies Ordinance in fact 
specifies that a company shall disclose 
shares which it holds in a non-sub- 
sidiary “where those shares exceed 
either 20% of the nominal value of a 
particular class of shares or 10% of its 
own assets.” According to the Office of 
the Commissioner for Securities, the 
proposed new rules under the Sec- 
urities Ordinance “slightly extend 
existing provisions of the Companies 
Ordinance” in this respect. 

I did not say that provisions of the 
Companies Ordinance will no longer 
apply to listed companies, only that 
non-listed companies will continue to 
be governed by the Companies Ordi- 
nance in areas such as disclosure of 
shareholdings. 

Murphy may be surprised that I 
doubt the efficacy of share suspension 
and de-listing as a sanction against of- 
fending companies, but it is instructive 
to note — as my article did — that stiff- 
er penalties, including fines and im- 
prisonment, are being considered for 
the future. 


You may be in- 
terested to see 
what Taiwan's 
friendly censors 
did with the 
Chinese flag in 
your “1997” logo 
in a recent issue 
[12 Apr.| which I 
picked up on à 
visit to Taipei. At least the colour is ap- 
propriate! 
Hongkong 


Opium Wars by Jack 
lished by Harcort, Brac 


KEN WHEELER 


Begging the question 
Wolfgang Franke [LETTERS, 19 Apr.| 
believes anthropologist Steven Mosher 
should have obtained permission 
of all those photographed before 
publishing photographs of forced 
abortions in China. Would Franke, 
currently residing in Canton, have said 
the same if the photographs had been 
of torture chambers in Taiwan or psy- 
chiatric-hospital abuses in the Soviet 
Union? 

Franke's letter begs the question. 
Forced abortions quite clearly violate 
the human rights of the women in- 
volved. They are graphic examples of 
the totalitarian nature of China. 
Mosher performed a valuable service 
in drawing world attention to this mat- 
ter. It is Stanford University that has 
much to apologise for in its shameful 


capitulation. GREG IRLANDSON 
News Editor 
Los Angeles National Catholic Register 
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GIVE CROSS. 
IT'S GOOD FOR 
BUSINESS. 


Stimulate sales, recognize 
achievement, or express gratitude 
for a business friendship. The gift 
of a Cross Fountain Pen and Ball 

Pen in 14 karat gold filled will 
always leave a lasting impression. 
For helpful information, write on 

your company letterhead. 
A. T. Cross Co., 45 Albion Road 
Lincoln, R.1. 02865, U.S.A. 


CROSS 


SINCE 1846 


Lifetime Mechanical Guarantee 
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Vol. 124 No. 19 


The current crisis within the Malaysian Chinese 
Association (MCA) — the largest Chinese party in 
the governing National Front coalition — has 
turned the spotlight on Tan Koon Swan, the 
former MCA vice-president who is seeking to 
wrest control of the party from acting president 
Datuk Neo Yee Pan (page 18). It has also high- 
lighted the contradictions between Tan’s dual 
roles as politician and businessman. He is head of 
Multi-Purpose Holdings, a sprawling conglomer- 
ate allied to the MCA, and of Supreme Corp., 


another major listed public company. Business 
editor Anthony Rowley analyses both companies and examines where 
politics end and business begins in the Tan empire — and where 
shareholders’ interests lie between the two. Meanwhile, Kuala Lumpur 
correspondent James Clad looks at Tan the political man. Pages 83-90. 


Cover illustration by Adam Chow. 





Pages 14-16 

President Ronald Reagan's pre- 
election trip to China is more than 
just a photo-opportunity and pro- 
duces some solid progress — 
though China still maintains a dis- 
creet distance. 


Page 19 

Even before polling begins, the 
Philippine election campaign is 
marred by violence. 


Page 20 

The Battle of Amphil is over after a 
fortnight-long siege — but now the 
Cambodian guerillas need fresh 
arms supplies. 
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Arts & Society 


Intrigue: Two stars act out a real-life 





drama — with Kim directing 48 
Television: Si Unyil — the children's 
friend and confidant, or a 
government puppet? |... 1. 48 


Page 27 

Asian immigration into Australia, 
once only a trickle, is increasing 
steadily, raising fears in some 
quarters that it may become a 
flood. 


Pages 44-45 

Remnants of the Kuomintang army 
are playing a greater role in the 
guerilla conflict in Burma. Mean- 
while, the government is going all 
out to destroy the Karen seces- 
sionists. 


Despite Seoul's softer approach to 
student unrest, campus dissidents 
launch a spring offensive. 


Exhibitions: Americans take a 
nostalgic look 200 years back 
down the Silk Road .. 1. 50 


Business Affairs 


Finance: Liberals have a party 
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An enterprise of many and 
conflicting purposes  .  . 88 
The Supreme principle — keep it 
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Pages 68-69 

South Korea is to liberalise its fi- 
nance sector, which means 
foreign banks will gain freedom, 
but lose privileges. 


70 
Pakistan looks to Asia and the 
West for partners in industrial pro- 
jects. 
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72 
Indonesia explains that its 'buy- 
local' policy is defensive, not pro- 
tectionist. 


73 
Malaysia further restricts foreign 
land-ownership — and sultans' 


powers to grant concessions. 


Page 98 

Singapore’s shopkeepers are 
caught in a high-rents trap — and 
Hongkong is warned that its prop- 
erty problems are not yet over. 


Page 100 

Swire Pacific's plan to take control 
of a subsidiary does not reflect 
blind faith in Hongkong's future. 
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YOUNG PROFESSIONALS PROGRAM — 


The ASIAN DEVELOPM ENT BANK, an international finance organization, was 
organized in 1966 to help in the planning and d financing of high-priority projects in the 
developing countries of Asia and the South Pacific: Its stockholders are the govern- 
ments of 45 countries of North America, Western Europe and the Asian Pacific re- 
gion. It is headquartered in Manila, Philippines. 


We have started a Young Professionals Program, a recruitment campaign de- 
signed to iil in talented young men and women to the Bank's Staff ranks. 





The work is tough and chal lenging, but f you have what it takes, the Bank wil o 
give you that experience through carefully-planned assignments in the ADB's ope- 


rational and administrative departments. This training has been designed to move 
. you evi ntually to higher staff posto and: into a variety of challenging and reward- 


= ing careers. 


The Bank's Young Professiónalii —— offers attractive salaries, normally 
free of tax in the Philippines, in addition to a broad range of benefits and allowances. 
To qualify you must be a citizen of a member country of the Bank, and have 


e Either a Master's degree or its equivalent, or a | Bachelor S degree with at 
least two years of work experience; | 


e Proficiency in oral and wri ten English. 


Candidates should have advan ced training in economics, finance, manage- 
ment, administration or other fields. to the work of the Bank. Applicants with 
training in law, engineering, operati arch nputer systems may also be 
considered. Relevant work experier 3 should be i in oid as agni d m 
analysis of projects, planning and arate ne 
country or sectoral planning. "qu 

If you meet these requiremen 
" quoting REF: YP85, with your "Ct 
transcripts to the following: - 


Head, een and Staff Relations 
Personnel Division .. iu. 
Asian Development Bank 
P.O.Box789 . 
Manila, Philippines _ D 


— for the 1985 intake in this Program T | ' dioi reach the. 
than 31 August 1984. j| m A ME 
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This space is EX. Translator Interpreter 
EE , 


reserved for fe Midas vpn AR 
management — 


- The Australia-China Council is seeking an Australian capable of being 
appointments trained to become à high level interpreter of Chinese. 
The Council plans to fund about two years of initial specialised training; 
the successful applicant is seen as becoming a top level communicator 
both orally and in writing, in business and government discussions 


between Australia and China and across the range of cultural and 

scientific exchanges. 

Considerations 

e Educational and business background e Knowledge of written and 

Reservations should be spoken Chinese e Commitment to a career as a professional interpreter 
addressed to: e Flexibility, discretion, availability for travel e Interpreting talent 

If you have a high degree of expertise in Chinese, 

General Sales Manager write with details of qualifications and experience to 

7/F Centre Point Executive Director Australia-China Council 

181-185 Gloucester Road c/- Department of Foreign Affairs Parkes ACT 2600 

GPO Box 160, Hongkong shortlisted applicants will be tested for final selection 

Tel: 5-734301 Applications close May 31, 1984 

Telex: 62497 REVAD HX 
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I3 WAREHOUSES WITH A DIFFERENCE 


Not only varieties but Facilities, Services all under one roof are also available. 


Our warehouses situated at the various The wide range of sizes of the modules 
Strategic locations, offer the advantage of being ensures that there is one to suit every business, 
near the port, city, airport and major industrial whether it is big or small — all at reasonable rates 
estates. The choice of being inside or out of the — too! 
























Free Trade Zone is also available Amongst our long-standing tenants are 

With the introduction of the office cum international traders, manufacturers, retailers and 
warehouse concept in addition to our list of many others. Satisfy yourself by viewing the sites 
attractive supporting services, our warehouses with us and we will help you to find the area that 
have set the standard to be excelled suits you most. You can join our list of satisfied 


tenants by calling us now 


For More Information, Please Contact: 
Traffic Manager (Warehousing Services), 
Port Of Singapore Authority, 

24 Pasir Panjang Road, 

404-11, PSA Multi Storey Complex 
Singapore 0511 

Tet: 2732733 
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REGIONAL 
king ls swomin ^ 


Sultan Mahmood Iskandar of 
Johor was sworn in on 26 April 
as Malaysia's eighth king, re- 
placing Sultan Ahmad Shah 
of Pahang. In a special inter- 
view to mark his ascent to the 
throne, the king spoke up for 
religious equality, more con- 
sultation between legislators 
and civil servants, and the 
need to do more for the orang 








asli — the original inhabitants 
of the country. 

This was particularly in- 
teresting in view of the fact 
that the Review has learned 
from reliable sources that the 
government has decided, in 
principle, to close down the 
Orang Asli Department which 
takes care of their welfare. 
The king's interest at this 
juncture, may just save the de- 
partment. At the same time, 
the king made a point of put- 
ting on record the fact that he 
would not interfere with par- 
liamentary legislation. 

— SUHAINI AZNAM 


Militant Sikhs split 
from moderate group 


The increasing polarisation of 
hawks and doves among vari- 
ous factions of India’s main 
Sikh party Akali Dal — which 
united about two years ago 
under the leadership of 
Sant Harchand Singh Lon- 
gowal — resulted in an open 
rift on 27 April  Akali 
functionaries summoned by 
Longowal to the Sikh holy city 
of Amritsar from all over Pun- 
jab state to determine the 
course of continuing Sikh agi- 
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tation, split into a pro-Lon- 
gowal group and a faction 
pledging its allegiance to his 
rival, Sant Jarnail Singh 
Bhindranwale, who is re- 
garded as the symbol of Sikh 
militancy. 

Bhindranwale, however, 
declared that he did nat intend 
forming a rival Akali Dal and 
would continue supporting 
the campaign. Longowaly of- 
fering to step down as “dic- 
tator" of the agitation and 
even resign as party president, 
sought intervention of the 
high priests of the five holiest 
Sikh shrines to preserve Akali 
unity. — SALAMAT ALI 


Seoul Red Cross seeks 
talks with Peking 


Red Cross talks with China 
have been proposed by Seoul 
to facilitate visits to and from 
China by South Korean 
families whose members live 
in both countries. In a letter 
sent to Peking on 28 April, Yoo 
Chang Soon, president of the 
South Korean Red Cross So- 
ciety and a former prime 
minister, invited his Chinese 
Red Cross counterpart to visit 
Seoul to discuss the issue 
further. 

Yoo added that South Ko- 
rean Red Cross officials could 
go to Peking or even Hong- 
kong for discussions. Since 
1978, the Chinese Government 
has allowed nearly 200 Ko- 
reans living in China to visit 
South Korea. Seoul hopes the 
talks will further improve the 
climate of relations with Pe- 


king. — SHIM JAE HOON 
Nakasone sees eye 
to eye with Zia 


Pakistan and Japan have 
agreed in principle to 
negotiate an investment-pro- 
tection and -promotion agree- 
ment. The agreement was 
reached during Prime Minis- 
ter Yasuhiro Nakasone's four- 
day official visit to Pakistan — 
the first by a Japanese leader 
in 23 years — from 30 April-3 
May. 

A Japanese spokesman said 
after Nakasone's 90-minute 
meeting with President Zia-ul 
Haq that there was no differ- 
ence of views between the two 
sides on major international 
issues. Nakasone reiterated 
Japanese support for Pakis- 
tan's stand over Afghanistan 
and announced assistance 
worth US$15 million through 
international agencies during 
the current fiscal year for 
Pakistan's Afghan refugee 
programme. — HUSAIN HAQQANI 





BUSINESS 


Elders IXL 

buys Pica 

Australia’s Elders [XL fi- 
nance and investment group 
has acquired the Private In- 
vestment Corp. for Asia (Pica), 
a development-oriented mer- 
chant bank, for US$20 mil- 
lion. With assets totalling 
US$231 million in 1983, Pica 
maintains offices in nine 
Asian countries, plus an Asian 
currency unit at its Singapore 
headquarters. Elders last fi- 
gured in the Singapore bank- 
ing scene in a run-in with the 
Oversea-Chinese Banking 
Corp. over control of Austra- 
lias Carlton United Brew- 
eries. 

Earlier in April another 
Singapore merchant bank 
changed hands between two 
British groups. Hill Samuel 
agreed to buy out 80% of the 
Bowater trading group's 
wholly owned Temenggong 
Merchant Bankers for an un- 
disclosed sum pending ap- 
proval by the Monetary Au- 
thority of Singapore. 

— LINCOLN KAYE 


Lee calls for purge 
of foreign workers 
Purging Singapore of foreign 
workers by 1992 will enhance 
the solidarity, commitment 
and human relations of the 
workforce, Prime Minister 
Lee Kuan Yew promised in his 
Labour Day message. 
Although foreigners com- 
prise 10% of the workforce, 
Lee projected that their repat- 
riation would cost the repub- 
lic only a 7-8% drop in gross 
domestic product, since most 
are unskilled. These figures 
exclude the expatriate execu- 





tives who make up much of 
Singapore's top private-sector 
management. 

The prime minister sug- 
gested two ways to make 
up the post-1992 GDP short- 
fall: mobilising married wo- 
men into the labour pool 
for a net 4-5% expansion of 
the workforce, and boosting 
labour productivity through 
exhortation and technological 
upgrading. These measures, 
Lee promised, “will bring in 
more investments — the way to 
a better future."  —LINCOLN KAYE 


India extends credit 

line to Burma 

India has offered a Rs 100 mil- 
lion (US$10 million) line of 
credit to Burma in a move to 
expand the currently small 
bilateral trade between the 
two countries. The credit is in- 
tended to help Burma procure 
from India such capital goods 
as rice mills and electric trans- 
mission equipment for deve- 
lopment projects, according to 
a spokesman of an Indian 
economic and commercial de- 
legation to Rangoon headed 
by Commerce Secretary Abid 
Hussain. The spokesman said 
India has offered to buy from 
Burma during the current year 
100-200,000 tonnes of rice. 


— M. C. TUN 
Malaysia gives mandate 
on giant syndication 


Chase Manhattan Asia, IBJ 
Asia and Malayan Banking 
have won a mandate from the 
Malaysian Government to 
form a lead management 
group to arrange a 10-year 
syndicated loan of US$500 
million for general develop- 
ment. The group is expected to 
comprise 20 banks, each 
underwriting US$25 million. 
The bulk of the facility will 
carry an interest rate of 0.5% 
over Limean (the mean of the 
London inter-bank bid and 
offered rates) and the balance, 
free of British tax, 0.25% over 
the offered rate. The signing is 
expected to take place during 
the last week of May. 
— ELIZABETH CHENG 


Jakarta cuts cold-rolled 
steel import prices 


In response to strong com- 
plaints over the rise in cold- 
rolled steel import prices to 
Rps 550 (55 US cents) a kg. 
(REVIEW, 26 Apr.), the Indone- 
sian Ministry of Trade has 
trimmed the price of cold-roll- 
ed sheets and cold-rolled coils 
to Rps 458 a kg. effective from 
16 April. — MANGGI HABIR 
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` GHAZALI MAY EXIT 
| Malaysian Foreign Minister Tan 
| Sri Ghazali Shafie may be 
dropped from the cabinet in a 
reshuffle expected in June, 
following the United Malays 
National Organisation annual 
assembly and party elections on 5 
May, according to senior party 





sources. The widespread feeling - 
in the party is that it may be time. 


to put Ghazali on the shelf as a 
respected adviser on foreign and 
security affairs. However, one 
major factor which might delay 
Ghazali's departure is that this 
year Malaysia will take over the 
rotating position of standing 
chairman of Asean, and Ghazali 
has established a valuable 
rapport with his Asean 
counterparts. 


OVERDUE GENERATION 
Some — computer experts 
believe the lead timefor | .— 
development of Japan's so-called. 
fifth-generation computer 
project would have been cut 
considerably if controversial 
legislation on patents and 
copyrights had been passed by 
parliament in its latest session. 
Under severe pressure from the 
United States Government, 
Japan's Ministry of International 
Trade and Industry did not 
submit the proposed bill that 
would have reduced the 
protection given to US software 
rights and would have limited the 
duration of such protection. The 
bill would also have compelled 
foreign software producers to 
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BANGLADESH 
President H. M. Ershad, holding talks 


Macau under Portuguese 


| HIJACK POSER 


with the opposition on restoring democ- - 


racy, said he would revive the 1982. con- 
stitution (30 Apr.). ME 


CHINA 

United States President Ronald Reagan 
arrived on an official visit (26 Apr.). 

The 13th round of Sino-British talks on 
the future of Hongkong ended with both 
sides agreeing to meet again on 9 May (28 
Apr.). 


Five Hindus were wounded when ex- 
tremists threw a bomb at a group of 
schoolchildren in Punjab (25 Apr.) At 
least three people died and several were | 


regarded as certain to visit the 
enclave if a prospective trip to 


which dates back to 1557, will 
outlive the 20th century. The . 
presidential visit and the future . 


May visit to China by Portuguese 


- software to Japanese 
under certain conditions. 






and possibly last, visit 


bya Po guese head of state to 


administration is likely to take 
jace towards the end of the year. 
President Antonio Eanes is 


China in October or November 
goes ahead. As China has — 
indicated that Macau will go the 
way of Hongkong, it is unlikely 
that Portuguese administration, 


of Macau were expected to be 
discussed during a 30 April-7 


Vice-Premier and Defence 
Minister Carlos Alberto da Mota 
Pinto. | | 


The diplomatically sensitive 
question of what to do with six 
Chinese hijackers who forced a 
Chinese civil airliner to fly to 
South Korea a year ago may be 
nearing resolution. The South 
Korean Supreme Court will 
shortly give its decision on their 


final appeal against sentences of | 


four to six years. Following the 
court's final decision, according 
to sources, President Chun Doo 
Hwan is expected to grant 
clemency to the six, who include 
one woman, and allow them to go 
to Taiwan, where they are 


wounded during extremist violence in| 


Punjab. Seven people were killed in an ex- 
change of fire between Sikh extremists at 
a temple in the Punjab town of Moga, it 
was reported (26 Apr.) About 1,000 
Afghans staged a peaceful demonstration 
outside the Soviet Embassy in New Delhi 
to demand the withdrawal of Soviet 
troops from Afghanistan (27 Apr). A 
former senior police officer was killed and 
two other people critically wounded by 
gunmen in Amritsar, it was reported (30 
Apr.). 


MALAYSIA 


The Sultan of Johor was installed as 


king (26 Apr.). Members of the Malaysian | 


Chinese Association passed an informal 
resolution calling for the dismissal of act- 
ing president Datuk Neo Yee Pan (29 
Apr.). | 





foreigners and Vietnamese in 


would 


| alternate member ofthe 
| politburo, and Trinh was a full 


. Guinea has created some 


| special effort to cultivate Port 


| officials believe the two countrie: 





| Moresby's feelings of insecurity. 


ment vehicles in Karachi (26 Apr.). The ^ 





regarded as political heroes. The 
gesture, while it might upset 
Peking, would ease some of the 
tension between Seoul and 
Taiwan. 


LEG UP FOR THACH 


Persistent rumours among both 
















Hanoi suggest that Foreign , 
Minister Nguyen Co Thach will : 
be promoted to vice-premier : 
some time in the near future. This 
give him status roughly 
equivalent to his predecessor, 
Nguyen Duy Trinh. The one 
difference is that Thach is only an 





member. . 


MALAYSIA THE MEDIATOR 
Recent bad feeling between 
Indonesia and Papua New 


incidental awkwardness for 
Malaysia, which has made a 


Moresby. Privately, Malaysian 


should evolve a system similar to 
the joint border committee 
structure Malaysia operates wit] 
Thailand and Indonesia. At the _ 
same time, Malaysia has urged . 
Papua New Guinea Prime 
Minister Michael Somare to work 
harder at developing personal 
relationships with the top 
Indonesian leadership and has 
suggested diplomatically in 
Jakarta that the Indonesians 
could be more sensitive to Port © 


Students protesting against a ban on. 
their unions burned at least four govern-. 


government ordered stepped-up security : 
around the British Embassy following two 
bomb threats against the British commu- 
nity, it was reported (27 Apr.). Japanes 
Prime Minister Yasuhiro Nakasone ar- 
rived on an official visit (30 Apr.). 


SOUTH KOREA e 
Student protesters were accused of for- 
cibly holding two reporters from the 
state-run Korea Broadcasting System 
during an anti-government campus dem- 
onstration, it was reported (26 Apr.) 
Talks between Northern and Southern - 
sports officials on forming a joint team for 
the Los Angeles Olympics ended in dis- 
pute, reports from Seoul said (30 Apr.). . 


REGIONAL AFFAIRS 





By Richard Nations in Peking 


arger than life and with a bluff 
Roo that disarms his most 

sophisticated audiences, United 
States President Ronald Reagan tackl- 
ed his six-day tour of China less as a 
State visit than as a personal mission to 
win over every one of the 1 billion 
Chinese. His hosts reciprocated with 
tokens of a successful visit. 

China's 21-gun salute for Reagan on 
26 April was the highest honour ac- 
corded a visiting dignitary since the 
demise of the Cultural Revolution in 
the mid-1970s. Five protocols were 
signed and China's elder statesman, 
Deng Xiaoping, graced the president's 
visit with personal warmth by inviting 
Nancy Reagan to return to China with 
her grandchildren. Most significantly, 
General Secretary Hu Yaobang im- 
mediately accepted an invitation to 
visit the US, indicating a broadening 
of the American relationship with 
China. 

But in the end, the subtle Deng tact- 
fully evaded Reagan's embrace. The 
visits momentum flagged over the 
hard edge Chinese officials put on their 
briefing to foreign correspondents on 
long-standing differences with 
Washington, ranging from the Taiwan 
question to Europe-based US missiles 
and Reagan's Central American policy. 
This was more than the necessary stif- 
fening of their formal non-aligned 
posture in their dealings with the 
leader of the American superpower. 

Not long before Reagan's arrival, 
word circulated in Peking of a visit to 
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The Reagans' royal progress: spectacular welcome; talking with Deng. s 
China gives Reagan a slap-up welcome, but then responds with less warmth 


Hot and cold shoulder 


Moscow by North Korean President 
Kim Il Sung, the first such visit in 18 
years. 

On 31 March the Soviet newsagency 
Tass ran a long interview in which Kim 
warmly greeted the new Soviet leader, 
Konstantin Chernenko, attacked “Ja- 
panese militarism" and maintained an 
ominous silence on China. Diplomats 
here speculate that fears of Kim finally 
playing his Soviet trump caused Pe- 
king, at the last moment, to restore a 
correct distance from Reagan. 

The Chinese chose the day of 
Reagan's arrival to announce plans for 
a visit sometime in May of Soviet De- 
puty Premier Ivan Arkhipov, the high- 
est ranking Soviet official to visit 
China in more than 20 years. The offi- 
cial Chinese announcement of Hu's 
trip to the US was followed by a 
pointed criticism of the US military 
presence in South Korea and a stern 
reminder that China “opposes power 
politics.” Hu is due to visit Pyongyang 
later this month and US officials — 
fully aware of how fluid the Korean 
situation now is — entirely sympathise 
with the delicacy of his mission. 

Chinese concern to slow the momen- 
tum of Reagan’s visit may explain the 
deletion of references to God, freedom 
and the Soviet Union in a Chinese 
broadcast of a Reagan speech. White 
House aides claimed the deletions vio- 
lated an agreement to broadcast the 
speech nationwide, uncensored, on 
Chinese TV. 

The visit’s substance was economic. 
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With a last minute concession to clinch 
an agreement on nuclear-energy co- 
operation, Deng put his seal on 
Reagan's China policy with the prom- 
ise of a share in China's US$20 billion 
nuclear-energy market. 

US officials say the trip will mark a 
turning point in the structure of Sino- 
US trade relations. The traditionally 
large share (55%) of cereals in total 
American exports to China is expected 
to decline as China's agricultural re- 
forms continue to produce bigger har- 
vests. But in its place, US officials see a 
rise of capital-goods sales flowing 
from "several billions of dollars of in- 
vestment in China's energy develop- 
ment — coal, offshore oil, hydropower 
and nuclear power.” 


B^ Reagan left China, Peking 


announced a "final agreement" 

with the US-based Occidental 
Petroleum Corp. on a US$600 million 
project to develop the Antaibao open- 
cast coal mine in Shanxi province, 
China's largest joint venture with a 
foreign concern so far. Occidental's 
chairman Armand Hammer reached 
the agreement only after a meeting 
with Deng in April, though tough 
negotiations remain before contracts 
are signed. Deng has also recently re- 
ceived Robert Anderson, the chairman 
of Arco, to consider a multi-billion 
dollar urea project Arco is proposing 
after striking a huge natural-gas well 
on Hainan island in April and 11 US oil 
companies have signed production- 
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sharing contracts to begin drilling in 
China's offshore oil basins, probably in 
early 1985. 

The sober character of Premier Zhao 
Ziyang's exchanges with Reagan on 
bilateral economic issues was wel- 
comed by US officials as evidence of 
headway in "insulating trade from the 
neurosis afflicting political relations, " 
Zhao complained that the 6% ceiling 
imposed on the growth of Chinese tex- 
tiles exports in the US restricted the 
foreign earnings needed to purchase 
American technology. Reagan ex- 
plained today's protectionist reali- 
ties in the US and pointed out that 
Chinese textiles exports had been al- 
lowed to grow at a higher rate than 
those of its major competitors — Hong- 
kong, Taiwan and South Korea, which 
were held to a 1.5% annual growth 
ceiling. 

US officials think the Chinese are 
satisfied with what they see as a “poli- 
tical" solution to the problem and, 
with US$17 billion of hard currency 
reserves, are in a position to run a sub- 
stantial trade deficit and still absorb 
competitive technology from the 
US. 

US Commerce Department officials 
think the advantages which will flow 
to American businesses as a result of 
the Reagan visit could be substantial 
enough to compensate them for the 
edge their Japanese competitors 
gained from the US$2 billion conces- 
sional line of credit which Japanese 
Prime Minister Yasuhiro Nakasone ex- 
tended to China during his China visit 
in March. Peking will want to 
"reward" Washington for continuing 
liberalisation of its strictures on high- 
technology exports, while it may even 
withhold contracts from the Japanese 
to underline dissatisfaction with the low 
level of Japanese investment in China 
— à concern Deng expressed pointed- 
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ly to the Japanese prime minister 

Moreover, since its troubles with the 
Soviet Union in the 1950s China has 
been wary of allowing any single 
power to dominate its external trade, a 
consideration currently favouring the 
US. Finally, at US$13 billion, 
Taiwan's trade with the US last year 
was nearly triple that of China, 
which fell to US$4.4 billion after a 
trade war over textiles. But if US oil 
companies drilling off China's coast 
make commercial strikes, US officials 
predict that Sino-American trade will 
overtake Taiwan's trade with the US 
by the end of the decade, eroding a 
major pillar of Taiwan's support in the 


LI 


or were the differences on strate- 
N gic issues as great as they appear- 

ed on the surface. The successful 
visits to China by both Nakasone and 
Reagan within a month of each other 
illustrates the increasing cohesion of 
common security interests, drawing 
China, Japan and the US into an un- 
spoken and informal alliance. But US 
officials have learned that the price of 
good relations with China is an unquali- 
fied endorsement of its non-aligned 
status. And China's leaders feel far more 
at ease speaking publicly about East 
Asian realities with Nakasone than with 
Reagan: 
» While censoring Reagan's anti- 
Soviet remarks, Zhao told Nakasone 
that the chief threat to security came 
from Moscow, not the West, and the 
two sides agreed to share intelligence 
on Soviet military movements. 
» While focusing on its opposition to 
American troops in South Korea dur- 
ing the Reagan visit, the Chinese as- 
sured Nakasone that they would op- 
pose military action by either side, a 
statement which Kim could only have 
read as being hostile in intent. 








, 


... Meeting the people; a fond farewell: the leadership keeps its distance. 


» And while during the Reagan visit 


the Chinese were critical of 
Washington's policies in Central 
America since they threatened to 


undermine the cohesion of its allies, 
the Chinese expressed no concern to 
Nakasone over the increased defence 
cooperation between Japan and the US 
to dominate the sea lanes in the East 
China Sea, off China's coast. 

Japanese officials read this as a 
significant reversal of advice from 
Chinese leaders given as recently as a 
year ago that "entanglement with 
American strategic objectives" could 
increase tensions in the area and 
trigger a resurgence of militarism at 
home. 

China's relations with Japan move in 
tandem with Sino-US relations. Two 
years ago Peking threatened to 
downgrade relations with Washington 
over Taiwan, while first responding to 
Soviet overtures for normalisation 
talks. At the same time, the so-called 
textbook issue, which concerned Ja- 
panese Education Ministry attempts to 
soften Japan’s World War II military 
image, placed severe strains on Sino- 
Japanese relations, aggravating as it 
did deep-rooted Chinese fears of resur- 
gent Japanese militarism. 

Gradually, however, the whole con- 
stellation in East Asia revolved, and 
Japanese officials point to the August 
1982 Sino-US Shanghai II com- 
munique on arms sales to Taiwan as 
the pivot. Nine months later, Reagan 
agreed to liberalise high-technology 
exports to China, and Peking res- 
ponded by restoring high-level dip- 
lomatic exchanges, which culminated 
in the Reagan visit. It was in this con- 
text that Peking sent Hu to Tokyo at 
end-1983 to establish a new plateau in 
relations with Japan. 

Moreover, since Nakasone came to 
office, Japan and China have reversed 
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x entation before Nakasone. 
This fits well with Washington's tilt 
ards Japan, which the Reagan ad- 
ministration considers the real Asian 
power in Pacific security. It also suits 
China since Japan and the US can 
"compete to “modernise” the Chinese 
| economy while cooperating to main- 
tain a favourable naval balance in the 
ice of the growing Soviet Pacific fleet. 
oreover, Nakasone’s campaign to 
clarify the implications of arms-con- 


Sian security serves Chinese interests 
well. And, as one Japanese Foreign 
inistry source put it: “The Chinese 
ealise that the ultimate check on Ja- 
anese power is our alliance with the 
S. 3 


e agree with what you are 
doing in the Pacific," 
Deng told Reagan, accord- 
ig to a senior Pentagon official pre- 
nt at their talks. And both expressed 
itisfaction with the other's relations 
ith Japan, the official said. Behind 
se remarks, US officials read a 
hinese endorsement of Reagan's ap- 
Wach to the region, though the 
hinese refuse to identify explicitly 
ith a broader security framework. 
nis may explain why Reagan offi- 
ls are indifferent to Chinese criti- 
ism of the American intervention in 
renada or US Cruise-missile deploy- 
ent in Europe (the Chinese do not 
iention Cruise deployments in the 
acific). 

'China's Third World agenda is not 


enior administration official told the 
ess. On Cambodia and the two 
reas, the Chinese have been engaged 
intense consultations with Japan 
the US in past months. However, 
aced with a tight US-Japan-China 
riangle, Moscow may conclude that its 
sian policy is a failure and that it has 
little choice but to plum for North 
orea. So far Moscow has been reluc- 
ant to cultivate Pyongyang at the ex- 
pense of its relations with Peking and 
eoul since such a move could seri- 
ously disturb the delicate balance in 
Northeast Asia. 

Little is known of what was actually 
aid between Reagan and Deng on the 
ubject of the Koreas, but the Chinese 


or Pyongyang in face of Kim's plans to 
'visit Moscow. American officials came 
away from Peking abandoning hopes 
or a conference on the Korean penin- 
ula, an ominous sign of new obstacles, 
f not a destabilising chain reaction, 





l talks and Soviet deployments for. 


mpatible with our policies," a 


eem to have hardened their support 


triggered by the Reagan visit itself. | 













































































to the people that C 


By David Bonavia in Peking 


nited States President Ronald Rea- | 
'gan's visit to China in the last week | 


of April brought » this country a 
windfall of promised American 
technological help and, at the same 
time, showed the Chinese people that 


their relations with the US. 

Several times Reagan had to listen to 
Chinese statesmen telling him that the 
American treatment of Taiwan was 
still the major obstacle to improve- 


ments in those relations, while on his 


part he could only lamely talk about 
not letting old friends down: “Is it not 
right," asked a commentary in the offi- 
cial People's Daily, "to take a weapon 
away from a friend if he i is going to do 
harm with it?" 

The meaning of this pearl of Confu- 
cian wisdom evidently was that selling 
arms to Taiwan enables the Kuomin- 
tang (KMT) regime there to put up 
“unreasonable”. obstacles to China's 
plan for reunification of the island 
with the mainland. Elder statesman 
Deng Xiaoping told Reagan that 
Taiwan could retain its capitalist sys- 
tem, way of life, overseas connections 
and even its own armed forces if the 
KMT would only consent to cooperate 
with Peking in building a new China 
under Peking's flag. 

Reagan might well have riposted 
that if Taiwan was to be allowed to 
keep its own armed forces, there could 
be no valid objection to the sale of 
American armaments to Taipei, since 
it would be absurdly expensive to con- 
vert all Taiwan's armament to main- 
land models. | 

But this simple argument would 
doubtless have been taken as a bad 
joke by Deng and by Premier Zhao 
Ziyang (who had the longest talks with 
Reagan). The fact is that Deng — who 
gave China-watchers the lie by a year 
when he said he would be 80 in three 


months time — must realise nothing 


serious can be done about Taiwan until 
the people there have a chance to see 
how Peking treats Hongkong when it 
reverts to mainland sovereignty in 
1997. 

To goon stressing the Taiwan issue is 
the Deng group’s way of rebutting in- 
ternal criticism that it is “soft” on 


| Taiwan and is selling out China's his- 


torical heritage in order to be com- 
plaisant to a superpower. | 

Recent internal debates show that 
the radical Left, which might make 
such criticisms, is still alive and kick- 
ing. This is visible in matters of world- 
view in literature and controversy over 
“alienation” of the individual under 


socialism. Despite its ' unpopi arity 


é 's leaders have some clout 












fall — and proves | 





with the masses, the leftwing element. 


in the government, party . and army. 


knows that it commands à certain 


dread and still has its sympathisers in 
high positions. | 
Interestingly, it was under the cover 


their leaders were well in. control of | of the ballyhoo for the Reagan visit 


that regular reports started being 
printed of prominent leftists at the 
county level being disciplined after in- 
vestigation by special teams from the 
party central committee in Peking. 

So far the Left has not dared to criti- 
cise.openly the foreign policy of the 
Deng group, much as it dislikes the 
“open door" to foreign trade and in- 
vestment. Even the erstwhile Gang of 
Four voiced such criticisms only be- 
hind the scenes for the three years 
prior to their overthrow in 1976. 

The main concerns in Chinese 
foreign policy in the 1980s are to keep 
Vietnam and the Soviet Union in check 
in regions peripheral to China and to 
obtain as much Western — preferably 
American — high technology as possi- 


ble. With the seal set by Reagan's visit, 


China can congratulate itself on hav- 
ing won pretty good access to Ameri- 
can technology, while denying that 
this is the price of a tolerant if highly 
critical attitude towards American 
links with Taiwan. 


he Chinese leaders will have height- 

ened their domestic prestige by 
showing scientific progress — as in the 
launching of a communications satel- 
lite into orbit recently, though it is not 
known what if any American techno- 
logy was used in this feat. Behind it all 
lurks the question of the People’s Lib- 
eration Army and its need for better 
equipment, imported if necessary. Re- 
equipping the PLA out of the Pentagon 
arsenal is very much a thing of the fu- 
ture, but progress in that direction is 
steady if very slow. 

The main area in which Reagan’s 
visit and his speeches may be contro- 
versial in China is his strong insistence 
on the need for a free economic system 
in achieving developmental progress. 
The president's remarks on this subject 
were so confident that the Chinese cen- 
sor cut them from the film of his ad- 
dress to community leaders in Peking 
on 27 April Such petty censorship 
makes China look silly and narrow- 
minded and is probably distasteful to 
Deng and his group. 

It was particularly inane to cut 
Reagan's remarks on the importance of 
God and religion in American society, 


-since that is to be expected in a 
| bourgeois, capitalist society, as any 
B good Marxist « can prove. 
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Noris there any P good reason why the 
censor should have cut Reagan's praise 
of free enterprise, since it is a signifi- 
cant part of the Dengist economic po- 
licy. The elder statesman's views on the 
matter go about as far Right as is pos- 
sible without scrapping socialism al- 
together. But his group's recognition of 
the effectiveness of capitalism in Asian 
countries is tempered by reservations 
about the dangers of becoming subser- 
vient to the superpowers through the 
repayment burden on  foreign-aid 
loans. An important Chinese economic 
journal recently printed a study of the 
South Korean Government's problems 
in this sphere. 

If China accepts the eight nuclear in- 
stallations which the Americans say 
they could sell under an agreement in- 
itialled during Reagan's visit, it will 
doubtless buy them on softish credit 
terms and make each payment on the 
nail. 

The Chinese leadership must be 
aware of the nervousness which such 


"gi 


cooperation with the US creates in 
Moscow and may view greater reliance 
on American — rather than Japanese 
and West European — technology as a 
slap in the face of the Soviets for such 
gratuitous moves as the shifting of 
surplus SS20 missiles to the Asian sec- 
tor. 


owever, sources close to the talks 

disclosed that the Chinese seemed 
somewhat unhappy about the Nato 
countries' acceptance of the need to 
base US Cruise missiles on their territ- 
ory, over the increasing opposition of 
sectors of the general public in those 
countries. 

At the same time, the Chinese see 
American policy as in danger of dis- 
tancing itself too much from the pre- 
occupations of its allies — for instance 
in Central America and the Middle 
East. Zhao put it mildly when he said 
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hore ess to affect the trend of 
world events far from its shores, China 
nevertheless can exert significant in- 
fluence in neighbouring countries. The 
PLA indulged in a vigorous artillery 
duel and limited infantry action on the 
border with Vietnam, even while 
Reagan was still in China talking 
about peace and global harmony. 
China can give Vietnam tit-for-tat and 
pretend it is helping the Cambodian 
resistance forces. Peking can supply 
arms to the Afghan rebels and can try 
and guide North Korea's President 
Kim Il Sung to the negotiating table for 
a Korean confederation without either 
half of the peninsula giving up its 
ideology or internal power. 

The Chinese leadership believes that 
after the US disengagement from the 
East Asian mainland — reflected in 
former president Richard Nixon's 
Guam Doctrine — the Reagan admin- 
istration has felt the need to re-estab- 
lish some control in the Asian-Pacific 
region, if only to counter the challenge 
mounted by the growing Soviet fleet. 

“The Soviet fleet is active from the 
North Pacific and the Sea of Okhotsk 
down through the Sea of Japan, the 
South China Sea, the western Pacific 
and the Straits of Malacca, where it 
can link up with Soviet warships and 
fighters in the Indian Ocean," wrote 
the prestigious Beijing Review in a 
commentary shortly before Reagan's 
visit. 

After feeling increasingly neglected 
by the previous US administrations of 
Jimmy Carter and Gerald Ford, the 
Chinese now see the idea of "strategic 
cooperation" — as opposed to military 
alliance — as the best way of uniting 
China, Japan and the US, as well as the 
non-socialist countries of Southeast 
Asia, in opposition to what Peking 
views as Soviet expansionism and 
Vietnamese hegemony. 

The Beijing Review also noted that 
Soviet troop strength in Asia has in- 
creased from 20 divisions two decades 
ago to 53 today, the number of tanks 
has tripled and the number of combat 
helicopters quadrupled. 

A pull-factor re-orientating the US 
towards the Pacific Basin in its major 
security concerns is the relative 
dynamism of the region's economies 
and the increasing proportion of Ame- 
rican trade that is done with the region 
as compared with Europe. 

Li Shude, director of the American 
Department of China's Ministry of 
Foreign Trade and Economic Rela- 
tions, has noted that Sino-American 
trade had shown an average annual 
growth rate of 45% between 1979 and 
1983. 

Li drew attention to the fact that the 
proportion of technology and ad- 
vanced equipment in China's imports 
from the US had increased in the same 
period from 2.5% to 14%. oO 
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GHANIS 


Panjsher 
movement 


Soviet and Afghan forces 
move against guerillas in a 
strategic mountain valley 








By Romey Fullerton in Islamabad 


n 20 April, according to United 

States officials in Washington, up 
to 200 Tul6 high-altitude bombers left 
airbases in Soviet Central Asia. Their 
target: the narrow Panjsher Valley, an 
inhospitable wasteland in north-cen- 
tral Afghanistan. 

With that massive air attack, the 
Soviets launched their expected offen- 
Sive against a strategic resistance 
stronghold which lies about 80 kms 
north of Kabul and which threatens 
the main highway to the Soviet border. 
The current campaign is Moscow's 
seventh heavy assault on the valley 
since its armed forces entered Af- 
ghanistan in December 1979. 

Reliable details of fighting in Af- 
ghanistan are always slow to emerge. 
But a combination of reports from the 
Pentagon and State Department in 
Washington, other Western diplomatic 
reports and news from sources in the 
Afghan capital provides a clear picture 
of events in the first week of the offen- 
sive. After three days of continuous 
high-altitude bombing by the Tul6s, 
tanks, armoured vehicles and artillery 
started moving up the valley. 

A State Department release at the 
end of the first week described the 
force as “contingents of Soviet air- 
borne, motorised rifle division and sec- 
urity forces, token Afghan army infan- 
try and commando units, and Soviet 
and Afghan army artillery units.” The 
release said helicopter gunships and 
ground-attack jet fighters from bases 
inside Afghanistan were also being 
used in support. The progress of the 
units up the valley, according to the 
Pentagon, was remarkably slow — ap- 
proximately 10 kms.a day. 

A number of sources in Kabul say the 
Panjsher resistance fighters, led by 
Ahmad Shah Massoud, are causing 
rock falls with explosives to slow the 
approach of Soviet vehicles. In earlier 
reports, Massoud had mentioned 
planting mines on the road in prepara- 
tion for the attack. One high-ranking 
Pakistani official whose family origi- 
nates from Afghanistan explained the 
problems the terrain poses for the 
Soviets. “There is a single, narrow road 
leading up the valley, with a steep 
mountain on one side and a river on the 
other: it makes the Soviets slow and 
vulnerable.” 

US officials have said paratroopers 
were landed in the valley. But one 
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thought they were more li <ely to b 
| helicopter-borne troops. 

. andit takes time for them to reassem- 
. ble. Heli-borne troops are ready for ac- 
— tion straight away. We believe the 













way up the valley and that they proba- 
_ bly headed back to meet the advancing 
. tanks hoping to trap the resistance. 
J But that does not allow for the fact that 
_ the resistance will simply disappear up 
the mountainside. " 

— Asin earlier attacks on the Panjsher, 
. Massoud and his resistance fighters 
. appear to be simply melting away into 
their hideouts. Massoud is not being 
trapped into meeting a conventional 
armoured force head on. Although 
— totals differ, estimates put the total of 
. Soviet and Afghan troops at 12-20,000 
and the number of resistance fighters 
at 5-10,000. The State Department as- 
sessment says the guerillas are follow- 
ing a strategy of allowing the Soviet 
and regime forces to spread out, with- 
J drawing to the high ground and to the 
many caves in the valley — thereby 
luring small units into mined areas and 
waiting to begin harassment of small 
garrisons. 

- Why then have the Soviets commit- 
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— MA ith an 1l1th-hour postpone- 
WW ment of the long-awaited extra- 
ordinary general meeting of the 
Malaysian Chinese Association (MCA), 
. observers here are wondering how 
. much longer the state of high tension 
. between supporters of expelled vice- 
- president Tan Koon Swan and acting 
president Datuk Neo Yee Pan can con- 
tinue. 
The debilitating leadership contest 
_ between the two men — which broke 
J into a state of open rebellion with 
_ Tan's expulsion from the party on 19 
. March (Review, 29 Mar.) — each week 
continues to wreak havoc on the 
_ largest and until recently most in- 
. fluential Chinese party in Malaysian 
. politics. “If this factional warfare con- 
JA tinues much longer," said one observer 
who has worked to retain ties with 
. both factions, "there won't be much 
left of the MCA to give to the 
victor." 

Tan planned the 29 April meeting as 
part of a carefully orchestrated move 
to the top. An ambitious businessman 
and benefactor, Tan's views on the 
need to "corporatise" Chinese family 
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= Soviets landed heli-borne troops half- 


By Suhaini Aznam and James Clad i 


ted their forces to an attack on the 
Panjsher? One Western military 
analyst commented: “In conventional 
warfare an army's objective is to hold 
ground, but the Soviets must have had 
enough experience by now to realise 
this is not a conventional war. They 
will want to destroy the guerilla forces, 
to bring them to battle.” A Western 
diplomat added: “The Soviets could 
probably occupy the valley but what 
would they achieve? It is expensive. 
The Panjsher in itself is not that im- 
portant and they would stretch their 


Now is the time for... 


. The vital question for members of the MCA is: who are 
. ali the good men to come to the aid of the party? 


n Kuala Lumpur 


businesses have made him something 
of a celebrity among certain sections of 
his community (page 83). At the meet- 
ing, up to 1,600 delegates would have 
pressed for changes to provisions in the 
party's constitution, which — accord- 
ing to Tan — have been misused by 
Neo, allowing his supporters to fabri- 
cate "phantom members" (REVIEW, 8 
Mar). 

Instead of a meeting however, Tan's 
supporters got a police ban. Arguing 
that both the Tan meeting and a rival 
rally organised by Neo's supporters on 
the same day might "constitute a 
threat to public security," the police 
banned both gatherings with less than 
24 hours notice. But the police ban has 
merely postponed the ultimate show- 
down. Both camps promptly re- 
scheduled their respective gatherings 
for Sunday, 6 May — Neo ostensibly to 
celebrate the party's 35th anniversary, 
and Tan to make a second bid to unseat 
Neo. 

In reacting to the police ban, Tan's 
group showed the discipline many ob- 
servers believe distinguishes it 
from Neo's supporters: the announce- 


 nerable to. resist- — 
ance attack." 

In interviews in 
the past two years, 
Massoud has com- 
mented on the vul- 
nerability of the 
Panjsher Valley to 
major . - attack. 
From March 1983 
he entered into a 
highly controver- 


sial year-long 
negotiated cease- 
fire with the 


Soviets. He used 
that year not only 
to strengthen the defences in the valley 
but to expand his base of operations 
beyond the Panjsher. A spokesman and 
close associate of Massoud explained 
last year: "We now have safe valley re- 
treats nearby strategic Soviet targets. 
We no longer need to rely on the 
Panjsher." 

If the Soviet and Afghan forces seem 
to be committed to shadow-boxing in 
the Panjsher militarily, commentators 
agree that the Soviet-backed regime 
would gain a propaganda victory if the 
security forces succeeded in occupying 


ment was "a disappointment," said 
Tan, but other "strategies" were avail- 
able to further his cause. Most of the 
would-be delegates in fact adjourned 
to a nearby hotel, where they passed 
an informal resolution expressing no 
confidence in Neo's leadership — not a 
surprising move in the circum- 
stances. 

Behind the continuing manoeuvring, 
larger questions: remained un- 
answered, the largest being: where be- 
tween the two sides did the govern- 
ment stand? Some saw the banning 
order (Malaysia's police have wide 
powers to forbid public assemblies) às 
a transparent move by the United 
Malays National Organisation 
(Umno)-dominated government to tilt 
the advantage in Neo's direction. 
Others — many not surprisingly in 
Neo's camp — viewed the banning as a 
necessary measure in view of emotions 
stirred up by Tan's faction. 


ndoubtedly the government views 

with increasing dismay the threaten- 
ed disintegration of one of the governing 
coalition's largest partners. However, 
up to now Prime Minister Datuk Seri 
Mahathir Mohamad — publicly at 
least — has stayed out of the dispute. 
Up toa point, the Umno leadership can 
accept a free-for-all within the MCA. 
Yet patience does have its limits. 

By 1 May, many sources were 
suggesting the government was pre- 
paring to assist in finding some solu- 
tion: Tan told the REVIEW he would be 
meeting Mahathir “soon” and hinted 














for the — 


than for military reasons that the 


Soviets have launched such a heavy at- 


tack. Certainly the government of Pre- 
sident Babrak Karmal was quick to try 
to gain psychological advantage from 
the offensive. On the first day of the 
ground attack, when US officials say 
the ground forces were only 10 kms 
into the mouth of the valley, state-run 
Kabul Radio announced that the valley 
had fallen. As in the early days of al- 
most every other offensive against the 
Panjsher, Massoud has been reported 
captured or killed. 


But the benefits of the offensive are | 


not all on the Soviet side. On hearing of 
the Soviets’ massive offensive against 
the Panjsher, the political leader of 
every major resistance party indepen- 
dently issued a statement calling on 
guerillas all over Afghanistan to rise 
up, to start actions in their own areas 
to distract the Soviets’ attention from 


the Panjsher. The Soviet action in the - 


Panjsher may well be doing more to 


unify the resistance in Afghanistan | 


than any one Afghan could ever do. 





that some bargain might be struck. Al- 
though Neo's legal adviser, C. S. Wong, 
told the Review that the MCA leader- 
ship has no intention of seeking 
Mahathir’s intervention, Neo has, ac- 
cording to one report, seen the prime 
minister already. 

Any stalling of the Tan bandwagon 
must be to Neo's advantage — though 
Neo's supporters expressed the matter 
somewhat differently: "We need time 
to let emotions cool down and to meet 


grassroot members misled by prop- | 


aganda from the other side," said Neo 
aide Tong Kok Mau. Neo's chances 


now almost certainly rest with party | 


faithful outside largely pro-Tan urban 
areas such as Kuala Lumpur. Neo 
plans state-by-state visits before divi- 
sional elections end in late May —elec- 
tions which Tan somehow must have 
declared invalid: otherwise, they will 
yield a new set of pro- Neo delegates to 
the party's central committee. 

The infighting has been complicated 
by what seems to bethe partisanship of 
former party president Datuk Lee San 
Choon. Since his mediation efforts 
failed on 23 April, Lee has been seen as 
throwing his full weight behind Tan, 


and has now become, according to Neo, 


"a big bully." Most recently, on 29 
April, Lee criticised Neo appointees to 
the central committee in front of a 700- 
strong pro-Tan gathering. 

Neo's aides increasingly have be- 
come convinced that Lee plans à come- 
back — perhaps to the party leadership 
itself — a result that neither Neo nor 
Tan would be pleased to see. 


It is probably for this reason rather | 








pes gives bari 

of violence it > provinces, à 
phenomenon which has always been 
the hallmark of elections here. And 
there is good reason for the latest crop 
| of headlines. In the first five weeks of 
the current campaign for elections to 
the national assembly, about 50 people 
have been killed-or wounded in politi- 
cal violence, 

Three mayors, a vice-mayor, four 
village heads and one candidate have 
| been among those murdered. The op- 
position movement to boycott the elec- 
tions has not been without its victims 
either. In one well-publicised incident, 
four students accompanying à week- 
long boycott mareh from Cavite pro- 
vince to a major Manila rally were 
picked up by armed men. Three weeks 
later their hacked-up bodies were dis- 
covered in a shallow grave, so muti- 
lated and decomposed that their 
families agreed to bury all four in one 
coffin. 









physical threats to get their candidate 


often motivated by petty pers 





































In one sense, the reports of violen 
can be deceptive. There is nothing n 
in what is going on in this countr 
where party ideology, when it exists, 
always gives way to personality differ- 
ences and political feuds, and where 
armed goons aligned with prominent 
local officials have traditionally re- 
sorted to ambushes, kidnapping and. 


into positions of power. 
Those involved in the violence a 


feuds having little to do with officia 
party politics. Victims have been f 
Marcos' Kilusang Bagong Lipu 
(KBL) party as well as from the m: 
opposition alliance, the Un 
Nationalist Democratic Organisatà 
(Unido) ` : 

Al the same, the government. 
using the violence for its own purpose: 
Armed forces chief of staff Ger 
Fabian Ver claimed recently that 1 
cities and towns in 44 provinces wer 
political “hot spol — d | 
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Buckingham, Britain's only independent University, enjoys full university status : | 
following the granting in 1983 of the Royal Charter in recognition of its high . 
academic standards. 


The unique academic structure, aided by small group teaching giving individual | 
attention, enables students to complete their first degrees in two years (four .— 
ten-week terms per calendar year) thereby saving considerable cost and time. 


T he following pr ogrammes, BA, BSc, BSc(Econ), . 
| LLB, as appropriate, are offered, — 
. with all courses commencing in January: 


ECONOMICS 
BUSINESS STUDIES 
LAW (also a July entry) 
EUROPEAN STUDIES t 
BIOLOGY and SOCIETY des 
POLITICS, ECONOMICS, and LAW 
ACCOUNTING and FINANCIAL MANAGEMENT 
HISTORY, POLITICS, and ENGLISH LITERATURE -. 


tAutumn term pre- sessional courses in France or Germany required for most t students 


Other features include: 
— pre-sessional courses in English for Academic purposes... 


j^ Lehigh University in the USA enabling suitably qualified Accounting, 
onomics graduates to complete a first degree and an MBA in three years. 


*Direct application to the University (not through UCCA) with no closing date 
for application. 


Contact: The Admissions Officer, The University of Buckingham, : 
Buckingham MK 18 1EG, England. Tel: Buckingham (0280) 814080 
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ers, who had earlier called on the 
armed forces to keep out of the elec- 


tions, have said this could be used as a 
prelude to postponing the elections in 
certain provinces where violence is 
more widespread. 

Ver has since said that the number of 
"hot spots" has been reduced to 123, 
but that the armed forces would invoke 
a policy of "confident restraint" in 
protecting polling precincts. The 
Philippine Constabulary, a potent 
component of the armed forces, has al- 
ready been deputised by the Commis- 
sion on Elections to guard against any 
violence during election day. 

At the same time, the government 
has blamed nearly every incident on 
the New People’s Army (NPA), the 
armed wing of the outlawed Com- 
munist Party of the Philippines. While 
in some cases the violence may be as- 
sociated with the NPA's "people's jus- 
tice” policy, the vast majority of inci- 
dents have not been carried out in typ- 
ical NPA fashion, and little evidence of 
direct NPA involvement has been 
forthcoming. 

For Marcos, the bfanket use of the 
NPA as culprits for virtually all the 
violence fits one of his most vehement 
campaign points — that his strong rule 
is needed to combat insurgency and 
that only he can fight the NPA effec- 
tively. The argument, of course, has its 
contradictions. Marcos and the mili- 
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tary constantly say foreign media re- 
ports of rebel strength are wildly 
exaggerated, that NPA strength totals 
a mere 3-5,000. Yet by blaming all the 
incidents on the rebels, the impression 
is given in the media that NPA influ- 
ence is widespread. 

Also, one of Marcos’ campaign sal- 
vos against Unido is that when opposi- 
tion leaders held some power in gov- 
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the facts show that from an 
estimated 300 armed guerillas in 1969, 
the NPA has grown — mostly during 
the past five years — to about 7-9,000 
armed members, according to reliable 
observers of NPA activity. Still, as the 
Philippines’ master politician, Marcos 
is using his argument effectively, at 
least in the local media. 

Those seeking to define the elections 
in terms of polls in developed coun- 
tries, or even those held in the Philip- 
pines’ Asean partners, may see any call 
for “clean and honest” elections as 
wishful thinking. But the election style 
in this nation is different, particularly 
given the personalised politics of the 
Filipinos. The elections this year are 
likely to be a mix of the pre-martial 
law free-for-all — brought back by the 
political pressures accompanying the 
assassination of Benigno Aquino — 
and the straight government-control- 
led elections seen during the years of 
Marcos’ greatest power. 

How much of a chance the fractured 
opposition has is debatable, but most 
insiders say Marcos is intent on win- 
ning big. His wife, Imelda, has said the 
KBL will win all 21 seats in Metro- 
Manila, despite it being the centre of 
anti-Marcos sentiment. For those who 
have placed their faith in fair elections, 
that could be an ominous sign. ü 





CAMBODIA 


A defiant 
defence 








Vietnamese troops fail to 
capture the KPNLF’s 
Amphil headquarters 


By John McBeth in Bangkok 
he spartan wooden structure that 
Khmer People’s National Libera- 
tion Front (KPNLF) leader Son Sann 


. called his home in western Cambodia 


is in ruins, shredded by shrapnel from 
hundreds of artillery rounds Vietnam- 
ese gunners unleashed on the KPNLF's 
Amphil headquarters. But much of the 
settlement and its adjoining military 
camp remains standing after a 
fortnight-long siege which marks the 
first time Cambodian resistance forces 
have thrown back the Vietnamese in a 
set-piece battle. 

Hanoi's troops continue to hold posi- 
tions around a small lake they cap- 
tured in the initial 15 April assault, but 
KPNLF commanders say their soldiers 
have taken a corner of the shoreline 
and have also effectively encircled the 
attacking force. The Vietnamese ap- 
pear to have avoided combat around 
Amphil during the last week of April. 


And along the Thai-Cambodian border 
general fighting has died down in the 
face of monsoon rains, though a Thai 
villager was killed and about 10 others 
wounded when 130 mm artillery shells 
hit a Thai settlement fully six miles in- 
side the border in northeastern Surin 
province on 30 April. 

Unless fortunes change for the 
worse, the KPNLF can claim to have 
dealt Hanoi a major psychological 
blow, particularly after a dry season in 
which resistance teams have pene- 
trated deep into the Cambodian in- 
terior on raids aimed at destroying 
Vietnam's lines of supply. “Against all 
odds and all predictions, they [KPNLF 
defenders] have held Amphil and are 
now beginning to turn the tide of the 
offensive," said Sann, who is also 
prime minister of the Democratic 
Kampuchea coalition government. 
“They have proven themselves a credi- 
ble force and they have brought the 
KPNLF a major political victory 
through their actions.” 


ann's reference to a “political vic- 

tory” can be interpreted in different 
ways, but the defence of Amphil has 
certainly strengthened the KPNLF's 
case for more arms and ammunition 
from the Chinese. Apart from not re- 
ceiving the sort of regular shipments 
which go to the Khmer Rouge, the non- 
communist front is still trying to find 
the weapons to arm another 7,000 


trained soldiers to augment its 10- 
12,000-man standing army. 

Sann indicated that the KPNLF 
would take the matter up with the 
Chinese again “as soon as possible,” 
but at the same time he included the 
United States in his appeal for more 
aid and assistance. 

Amphil was — to all intents and pur- 
poses — an exposed target with rela- 
tively simple access from the interior 
across generally flat forested terrain. 
Although the Vietnamese are reported 
to have T54 tanks at Thmar Puok, a 
district town and military encamp- 
ment 12 miles to the east, they surpris- 
ingly made no effort to commit them to 
the assault and indeed may have felt 
they could take the base without them. 

KPNLF commanders themselves ex- 
pressed serious doubts about holding 
out against a tank-led thrust. And 
when none came, they were able to 
claim — perhaps with some justifica- 
tion — that guerilla attacks on supply 
dumps throughout western Cambodia 
had left the Vietnamese short of the 
fuel necessary to put armour in the 
field. Thai military sources used the 
same explanation. 

As it was, heavy shelling failed to 
dislodge the defenders and repeated 
ground assaults by Vietnamese and 
what were described as “inexperi- 
enced and untrained” young Cambo- 
dian soldiers were thrown back with 
heavy losses. 


— — — ——— — — — — — — a — SC 


10 MAY 1984 e FAR EASTERN ECONOMIC REVIEW 


* d 








The problem. 


Its the problem faced by every international One of the top ten airline fleets in the world, 
raveller: how to get round the world as quickly flying to over forty destinations worldwide. 
ind efficiently as possible. On every international and major domestic 
Now Saudia has the answer. route we fly comfortable, wide-bodied aircraft. 













And how we got round it. 
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the Union Jack on the nation's flag and 
God Save the Queen as its national an- 


A record percentage of Asian immigrants is causing 
some backlash and a policy debate 


By Jacqueline Rees in Canberra 


Fow of every 10 immigrants to Aus- 
tralia in the latter part of 1983 were 
Asian: In fiscal 1982-83, there was one 
Asian settler for every two from 
Europe and three Asian settlers for 
each from New Zealand and the 
Pacific. 

These figures illustrate a continuing 
dramatic change away from the coun- 
trys prohibitive “White Australia” 
immigration policy of earlier years —a 
change which began in 1966 when 
community attitudes towards main- 
taining a White Australia began to 
shift. Last September, Foreign Minis- 
ter Bill Hayden commented on these 
changes in a remarkable speech: “I 
think inevitably we'll become domin- 
antly a Eurasian country. I'm talking 
about 200 years' time perhaps. That is 
a process which is under way." He 
added: "The very fact that I've been 
able to say this so often without the 
flood of letters one used to receive for 
expressing views critical of the White 
Australia policy in the 1960s is an indi- 
cation that it [Australia] is already in 
that process. " 

In the early 1960s, Australia allowed 
about 300 Asians a year into the coun- 
try out of a total annual migrant intake 
of more than 100,000. Just 20 years 
later, in 1982-83, Australia took 24,486 
settlers from Asia of a total intake of 
93,177. And since 1975, it has taken 
88,000 Indochinese refugees — more in 
proportion to its own population than 
any other country receiving refugees 
from Indochina. Even so, the Asian 
component of Australia's population is 
still only 2%. Government statisticians 
say it will be 4% by the end of the cen- 
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tury, but one of the country's most 
respected demographers, Charles 
Price of the Australian National Uni- 
versity (ANU), told the Review that the 
end-of-the-century figure would be 
closer to 8% and that to this one can 
add about 3% for Aborigines, Pacific 
islanders and Maoris — New Zealand's 
indigenous people. These calculations 
suggest that the non-white component 
of Australia's population will be 11% 
around the year 2000. 

Compared with the British experi- 
ence, where West Indian and Asian im- 
migration increased the non-white 
component of Britain's population to 
only 1% in the late 1950s — bringing 
with it social problems and even occa- 
sional violence — the death of the 
White Australia policy has caused 
barely a hiccup. Even so, Asian immi- 
gration remains a sensitive issue in the 
country. Since their colonial predeces- 
sors of the last century saw the move- 
ment of Chinese into Southeast Asia, 
Australians have had visions of being 
overwhelmed by mass movements of 
Asians into Australia and of losing 
control of the country. These fears 
were exacerbated by the arrival of 
large numbers of Chinese who made 
their way to the Australian goldfields 
around 1850. 


I: the 1980s this lingering insecurity 
in the Australian psyche has been 
exacerbated by the country's recent 
economic ills — particularly the high 
unemployment rate. This factor has 
been compounded by movements 
within the country to rid Australia of 
some relics of its British past, such as 


them. Promoted by Australia's large 
number of post-war, non-British 
European immigrants and helped 
along by Australia's changing re- 
lationship with Britain, multi-cul- 
turalism preceded the large influx of 
Asian migrants in the late 1970s. With 
its emphasis on encouraging the teach- 
ing of languages other than English, 
changing the flag, deleting reference to 
the Queen of England in Australia's 
oath of allegiance and encouraging 
migrants to preserve the customs of 
their former homelands, multi-cul- 
turalism has instilled fear and uncer- 
tainty in the hearts of some pro-British 
groups in Australian society. 

Bald statistics and mistakes in early 
settlement programmes, which led to 
the concentration of large groups of 
Asian immigrants in a few Australian 
suburbs, have given opponents of 
multi-culturalism the impression that 
Asians are launching a further 
onslaught on their British heritage. 
Along with this, Asian immigration 
has burgeoned at a time of record high 
unemployment and, despite govern- 
ment optimism, grim economic pros- 
pects. Australia’s average annual 
growth rate for the 1970s was 3.6% 
compared with a Southeast Asian 
average of 8%. 

Asian immigration, therefore, has 
become entangled in a debate which 
has raged for years among Australian 
economists, businessmen and union- 
ists. On the one hand is the pro-immi- 
gration lobby which argues that immi- 
gration stimulates the economy with 
its new arrivals, creating a demand for 
goods and services; on the other is a 
group arguing that immigration dur- 
ing a severe economic recession simply 
adds to unemployment and uses capi- 
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First, it made no vos to the al- 
ready abortive ICK. Secondly, for the 
first timethere was a public call for na- 
tional reconciliation in Cambodia. 
Thirdly, the joint appeal outlined pos- 
sible steps which could be taken in 
pursuit of a comprehensive political 
settlement of the Cambodia problem. 
However, from Thailand's point of 
view, the months that followed the 
joint appeal proposal have served to 


— demonstrate the failure of the “softer” 


approach. 

' This perception means that though 
the so-called "concessions" already 
tabled will not be withdrawn, there is 
likely to be less inclination to com- 
promise on the part of Thailand in the 
coming months. Thailand's return to a 


- hardline approach, together with the 


expected Vietnamese military pressure 





on the Khmer Rouge in what remains 
of the dry season, will inevitably help 
to prolong the impasse over Cam- 
bodia. 

Even more significant than this per- 
ception are some "structural" aspects 
of Thai perspectives which have 
undergone subtle changes in emphasis 
over time and are likely strongly to 
reinforce the trend towards a more un- 
compromising stance. 

The Thais now increasingly see the 
Cambodia conflict in terms of East- 
West confrontation. Accordingly, more 
attention is being paid to the Soviet 


- arms build-up in North Asia and South- 


east Asia, and to Soviet-backed sub- 
version. At the same time, the belief 
that Vietnam is a mere proxy of the 
Soviet Union, and that even a success- 
ful dialogue with the former may not 
necessarily lead to a resolution of the 
conflict over Cambodia, is becoming 
more prevalent. 

Thailand's confidence in its capa- 
city to cope with the threat arising 
from Vietnam's occupation of Cam- 
bodia may be at a new peak. To put it 
simply, the Thais now believe more 
strongly than ever that the balance 
of forces is favourable to their cause 
and consequently that time is on their 
side. 

They perceive that Vietnam is now 
weakening, partly because of the 
economic burden of its occupation of 
Cambodia and partly because of the 
recent political and military successes 
of the Khmer resistance groups. 


he Thais, especially those in the 

Foreign Ministry, also perceive that 
Asean has attained a high level of re- 
silience and unity, that regional coope- 
ration has developed to a point where 
the group can tolerate a certain level of 
intramural differences and collec- 
tively call the tune in the international 


'* ‘arena. 


Indicators such as exchanges of 


. Visits by high-ranking officials, the 


f i 


Co 


constant presence of the United States 
"th Fleet in Thailand's vicinity, large- 
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Thai arms prvin —— 
in recent years, have led the Thais — 
especially the military — to believe 
that the country is now more assured of 
US support than at any time since the 
Vietnam debacle. 

Furthermore, from the perspective 
of some political groups in Thailand, 
particularly the military, there are val- 
uable domestic "spin-offs" from the 
continued existence of the conflict 
over Cambodia. Since 1973 there has 
been a search in Thailand for a viable 
balance between the power of the 
armed forces on the one hand, and the 
requirements of an increasingly 
pluralistic society on the other. 

It is no secret that Thai military 
leaders would like to maximise their 
domination of the body politic without 
resorting to arms if possible. 

The Cambodia problem seems to 
have given the military an opportunity 
to play an increasingly dominant role 
requiring suppression of internal dis- 
sent, a bigger military budget, growing 
paramilitary and territorial defence 





formations, and the fostering of the ac- 
ceptance of the demands of "national 
security" or "national unity." 

The Cambodia conflict has served 
not only to increase the role of the mili- 
tary as a group but also to strengthen 
the power bases of some military lead- 
ers over others. More specifically, the 
main beneficiaries have been those 
who are in charge of weapons-pro- 
curement policies, arms shipments to 
the Khmer Rouge and security on the 
Thai-Cambodian border. Since these 
beneficiaries are increasingly power- 
ful figures, they, and not the Foreign 
Ministry, may determine the future di- 
rection of Thai policy towards Viet- 
nam. 

Given these factors, it is clear that 
from the Thai point of view there is no 
urgent need to resolve the Cambodia 
conflict and that there may even be 
certain benefits from its prolongation. 
Thus, unless there is a significant uni- 
lateral concession from Vietnam to re- 
vitalise the process of bargaining, 
which is not likely, the impasse is 
likely to continue. 
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" expression, as 
is already happening with the appli- 
cation to buy a squadron of F16A/100s, 
Vietnam's reactions, especially in 
terms of procurement of new weapons 
such as MiG23s, can be expected and 
the impasse will be a dangerous one in- 
deed. 

The third problem is one which is not 
yet fully manifested but should be 
closely observed and understood — the 
conflict between Thailand's and In- 
donesia's concept of regional order. 





or geopolitical reasons the Thais 

have always been highly sensitive to 
land-based threats from the west and 
east. From Thailand’s perspective, 
whenever such à threat exists in the 
case of the presence in Laos and Cam- 
bodia of a militarily strong and 
ideologically hostile Vietnam, it is 
confronted directly. 

On the other hand, Indonesia's 
geopolitical security from an im- 
mediate external threat affords it an 
opportunity to take a more multi-di- 
rectional, long-term view, as evident 
from its continuing commitment to 
Zopfan. Indonesia sees China as the 
greatest threat to the region in the long 
run. Thus, from the Indonesians' per- 
spective, as reflected in the Kuantan 
Principle of March 1980, Vietnam is 
not an intrinsically hostile state, has 
legitimate security concerns and, if 
truly independent, has an indispensa- 
ble part to play in the containment of 
China and in the final fulfilment of the 
Zopfan ideal. 

The conflict between the two con- 
ceptions of regional order is still large- 
ly dormant. However, if the two In- 
donesian missions to Hanoi and the re- 
fusal to come out with a stronger con- 
demnation of Vietnam for the Si Sa Ket 
incident can be taken as indications of 
Indonesia's unhappiness with the 
Thais' imposition of their security re- 
quirements upon the rest of Asean as 
well as Indonesia's greater willingness 
to assert its own strongly held view- 
points, then there is a possibility that 
the conflict will come out in the open, 
especially if Thailand continues to 
harden its posture vis-à-vis its enemy 
and to neglect to acknowledge the re- 
quirements of some of its regional 
friends. 

The consequences of such a conflict 
may be far-reaching. Asean may be di- 
vided. Vietnam may be encouraged to 
exploit the contradictions within 
Asean with renewed vigour. Thailand 
may turn increasingly to the US and 
China for aid and comfort, thus pre- 
cipitating not only a more hardline 
posture on the part of Vietnam but also 
further cleavages within Asean. 

Whatever else may happen, it is 
fairly certain that if this vicious circle 
is set in motion, regional tension will 
mount and the beneficiaries will not be 
the regional states themselves. Oo 
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A record percentage of Asian immigrants is causing 
some backlash and a policy debate 


By Jacqueline Rees in Canberra 


Foe of every 10 immigrants to Aus- 
tralia in the latter part of 1983 were 
Asian: In fiscal 1982-83, there was one 
Asian settler for every two from 
Europe and three Asian settlers for 
each from New Zealand and the 
Pacific. 

These figures illustrate a continuing 
dramatic change away from the coun- 
trys prohibitive "White Australia” 
immigration policy of earlier years — a 
change which began in 1966 when 
community attitudes towards main- 
taining a White Australia began to 
shift. Last September, Foreign Minis- 
ter Bill Hayden commented on these 
changes in a remarkable speech: "I 
think inevitably we'll become domin- 
antly a Eurasian country. I'm talking 
about 200 years' time perhaps. That is 
a process which is under way." He 
added: "The very fact that I've been 
able to say this so often without the 
flood of letters one used to receive for 
expressing views critical of the White 
Australia policy in the 1960s is an indi- 
cation that it [Australia] is already in 
that process. " 

In the early 1960s, Australia allowed 
about 300 Asians a year into the coun- 
try out of a total annual migrant intake 
of more than 100,000. Just 20 years 
later, in 1982-83, Australia took 24,486 
settlers from Asia of a total intake of 
93,177. And since 1975, it has taken 
88,000 Indochinese refugees — more in 
proportion to its own population than 
any other country receiving refugees 
from Indochina. Even so, the Asian 
component of Australia's population is 
still only 2?5. Government statisticians 
say it will be 4% by the end of the cen- 
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tury, but one of the country's most 
respected demographers, Charles 
Price of the Australian National Uni- 
versity (ANU), told the REVIEW that the 
end-of-the-century figure would be 
closer to 8% and that to this one can 
add about 3% for Aborigines, Pacific 
islanders and Maoris — New Zealand's 
indigenous people. These calculations 
suggest that the non-white component 
of Australia's population will be 11% 
around the year 2000. 

Compared with the British experi- 
ence, where West Indian and Asian im- 
migration increased the non-white 
component of Britain's population to 
only 1% in the late 1950s — bringing 
with it social problems and even occa- 
sional violence — the death of the 
White Australia policy has caused 
barely a hiccup. Even so, Asian immi- 
gration remains a sensitive issue in the 
country. Since their colonial predeces- 
sors of the last century saw the move- 
ment of Chinese into Southeast Asia, 
Australians have had visions of being 
overwhelmed by mass movements of 
Asians into Australia and of losing 
control of the country. These fears 
were exacerbated by the arrival of 
large numbers of Chinese who made 
their way to the Australian goldfields 
around 1850. 


I: the 1980s this lingering insecurity 
in the Australian psyche has been 
exacerbated by the country's recent 
economic ills — particularly the high 
unemployment rate. This factor has 
been compounded by movements 
within the country to rid Australia of 
some relics of its British past, such as 


'! Studie 
e 


the Union Jack on the nation’s flag and 
God Save the Queen as its national an- 
them. Promoted by Australia's large 
number of post-war, non-British 
European immigrants and helped 
along by Australia's changing re- 
lationship with Britain, multi-cul- 
turalism preceded the large influx of 
Asian migrants in the late 1970s. With 
its emphasis on encouraging the teach- 
ing of languages other than English, 
changing the flag, deleting reference to 
the Queen of England in Australia's 
oath of allegiance and encouraging 
migrants to preserve the customs of 
their former homelands, multi-cul- 
turalism has instilled fear and uncer- 
tainty in the hearts of some pro-British 
groups in Australian society. 

Bald statistics and mistakes in early 
settlement programmes, which led to 
the concentration of large groups of 
Asian immigrants in a few Australian 
suburbs, have given opponents of 
multi-culturalism the impression that 
Asians are launching a further 
onslaught on their British heritage. 
Along with this, Asian immigration 
has burgeoned at a time of record high 
unemployment and, despite govern- 
ment optimism, grim economic pros- 
pects. Australia’s average annual 
growth rate for the 1970s was 3.6% 
compared with a Southeast Asian 
average of 8%. 

Asian immigration, therefore, has 
become entangled in a debate which 
has raged for years among Australian 
economists, businessmen and union- 
ists. On the one hand is the pro-immi- 
gration lobby which argues that immi- 
gration stimulates the economy with 
its new arrivals, creating a demand for 
goods and services; on the other is a 
group arguing that immigration dur- 
ing a severe economic recession simply 
adds to unemployment and uses capi- 
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'owth rate could be added by return- 
g to mass immigration policies," he 
id, adding: "It is a fallacy to believe 
hat migrants are purely and simply a 
‘ag on our economic resources ..-. Im- 
igrants do not take all the jobs but 





ja should increase the number of im- 
migrants allowed in, now running at 
about 90,000 a year, to 250,000. 

The New South Wales Vehicle Build- 
s’ Workers Union reflects the opposite 
hool of thought and recently called on 
he government to slash the present in- 









survey. of the union's 12,000 wor kers 
showed that 897 
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etanomy has recovered. The union, 
60% of whose members are themselves 
migr ants, emphasised that its request 
























they may come from, would be compet 
ig for their jobs. 





Phe fear of being labelled a racist is 
new in Australian society. The White 





: openly as a virtue — the stuff of pat- 
sive poll on national attitudes to race, 


tional Opinion Polls, revealed that 
more than half the people surveyed be- 


what they. feared most in Australia in 
problems. A 


tioned concern over unemployment. 
Researchers. say the poll 





Ather create and expand the economy 
and employment. " Elliott said Austra- 


take figures even further. Results of a- | Robin 


vo of them V vant an im- |i d 
mediate cut in immigr ajon Mass ml * 
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was not motivated by racialism but by - | 
à fear that new immigrants, wherever - 


Australia idea was once subscribed to. 
o riotism. The most recent comprehen- . 
conducted in 1981 by Australian Na- 
lieved there were toomany immigrants . 
of all races coming to Australia, and. 
half believed the government was al- 
lowing in too many Asians. Asked | 
the next 10 years, 12% said racial . 
Asked about the disadvan- - 


tages of Asian immigration, 22% men- | 


showed 





‘perience. A new generation of graffiti 
writers have substituted .the 













18.7%, almost double that of other 
ethnic groups, according to labour- 









_wave of immigrants regardless of race; 
the latest to arrive find it hardest to get 
jobs. 

The experience of Vietnamese doc- 
tors serves as a graphic illustration of 
history repeating itself. In astudy pro- 

ject with the ANU, social o 
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Three. were _ retraining at Australian 









d found a job as an in- 
i terprete and four were working in un- 
skilled or semi-skilled manual jobs. 

Ten years. ago, another ANU re- 
searcher studied the experience of the 







qualified than their Australian coun- 
terparts but their qualifications were 
not accepted. Some ended up as gang- 
ers on the Central Australian Railway 
and others were even driven to suicide. 
Given that the current plight of immi- 


professionals among. the Indochinese 


than their European predecessors. — 
Like their European predecessors, 












and some — particula 










at eg pro- —— view to à re- Tie M ry graffiti to empli ^ ment ex- 
nt National Press Club audience in | : 


anberra: “Another 2% to our average | 


ciety and O 
'out.| run by 
Wogs" and “go home Balts" of the 
1950s with “out Slants” and “go home | 
| Slopes." And unemployment. among | > 
Southeast Asians in the country is | J 


market analysts in. Canberra. But this. 
has been the experience of each new 


|| position or character too quickly." 


















lia was less generous a 


medical schools, seven were on the | only 10% of total immigrants 


refugee dóctors from Europe after 
World War II. Some were more highly - 


grants: with professional qualifications | 
is recognised and that the government | 
is committed to finding a solution, the | 


immigrants may in time fare better" 


tion of ex-servicemen. West Australian 





intimidate 1 by we Jior- 
€ nts within their own so- 
protection rackets being 
some  Vieinamese groups 
gc inst others in the restaurant busi- 











ness in Melbourne. 


aralan haveheld fears about this 
type of activity with each wave of 





migrants. Australians once feared that 
the Italians would bring the Mafia to 
i Australia and that Yugoslavs would 





ontinue political vendettas against 
each other. These fears have been jus- 
tified only by the activities of small 
minorities. Similarly, Australians fear 


that small groups of Vietnamese will 


bring into the country the crime and 
corruption of the war-torn Saigon of 
the 1960-70s. 

Such fears are often exagger ated. ' *1 
think we have done well to take so 
many Asian immigrants in the last 10 
years with so little friction," said Price, 
“and I think as long as we disperse our 


- migrants through the community and 
. don't have a preponderance of any one 
group, we could manage an Asian in- 


take of 20,000 a year. 

"But it is plainly unwise for any 
population to have a big change over 
too short a time. A population doesn't 
like having basic changes to its com- 


Against this background, one of 
Australia’s foremost historians, Geof- 
frey Blainey, warned recently that the 
pace of Asian migration to ‘Australia 
should be slowed down. “Australia’s 
problem,” he said, “was that it jumped 
from extreme to extreme. The old 
White Australia policy said of fensively 
to half the world ‘keep out.’ The new 
surrender policy quietly says to that 
half of the world, ‘come in’.” If Austra- 
and admitted 





Asia and the Third World, it woul distill 
stand at the top of the world’s nations 


in its willingness to welcome people 
from. different: 


races and. cultures, 
Blainey said. | 

Australia, he added, was a rarity in 
Asia, a democracy. It allowed freedom 
of the press, freedom of worship and 
freedom of movement. But he warned: 
“Not one of these advantages can 


necessarily be preserved here if the 


federal government's Asianisation po- 


liey runs its course and runs too 
rapidly." 

Blainey is chairman of the Austra- 
lia-China Council and has an impecca- 
bly non-racist background. His com- 


ments drew sharp criticism but he was 
not as scathingly dismissed as Re- 
: , turned. 
some Asian immigrants have been | 
forced into the sweated- labour market 


Services. . League (RSL) 


branches, which call almost annually 
for cuts in Asian immigration. The 


RSL is a politically influential associa- 


k gue members called last yea 












Load up a 20-place Bell 214 Super Transport 


with passengers and send it out 800 kilome- 


ters. Thats something you can't do with 
other transport helicopters. In fact, the 
214ST is the most requested transport heli- 
copter working offshore because it does a 
job without sacrificing speed, distance or 
comfort! It allows easy access in — and out. 
Visibility is superb with an almost 180° view 
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helicopter in its class. 
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aircraft or an over 3500kg-lifter, Bells 

214 Super Transport has the record to go 
all the way. 

For more information on Bell's 214 
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national referendum on the issue be- 
cause “the Australian way of life and 
traditional English-European make- 
up was under threat from the influx of 
Asian migrants into the country." 
Bruce Ruxton, the outspoken head of 
the Victoria-based RSL, whose views 
have frequently stirred anger in Aus- 
tralia, summed this fear up succinctly 
when he said: "We are talking about a 
race change.” 

When Blainey made his speech, 
steam had been building up over alle- 
gations that the present government 
was discriminating in favour of Asian 
immigrants and against Europeans. 
Immigration Minister Stewart West 
replied to these allegations forcefully 
in parliament saying: "There is no dis- 
crimination evident in any part or as- 
pect of Australia's immigration pro- 
gramme. The government hàs worked 
to ensure that there is no discrimina- 
tion on the basis of race, sex or religi- 
ous persuasion." 

The Asian percentage of total im- 
migration was rising, West said, but 
this was not as a result of any discrimi- 
nation. “It is a natural outcome of... 
lessening interests in sponsorships 
from migrants in traditional source 
countries, the growing diversification 
of our refugee programme and the 
strong priority given by this and recent 
Australian governments to the reunion 
of families, particularly those in tragic 
circumstances of war and civil strife. 
To allege this is discrimination is a 
vicious, destructive and irresponsible 
misrepresentation. " 

There has over the past decade been 
a striking degree of bi-partisanship 
between both the Liberal and Labor 
parties on the immigration question. 
West has made some important shifts 
in emphasis, however. The Labor po- 
licy looks less to migration as a source 
of skilled workers; West has cut by 
about two-thirds the number of work- 
ers entering to fill labour shortages. 
And concessions under which wealthy 
people, not intending to set up busi- 
nesses in Australia, could migrate 





under the business migration pro- 
gramme have been removed. Refugee 
immigration has been diversified and 
immigration through family reunion 
increased. 

The previous Liberal government's 
estimated arrivals for 1982-83 and 
Labor's estimates for 1983-84 indicate 
this difference in emphasis: 


IMMIGRATION CATEGORIES 
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Refugees 


On the refugee programme, the 
minister noted that 73% of refugees in 
1982-83 were Asian. Of 16,294 re- 
fugees entering Australia in that year, 
some 12,435 were Indochinese. For 
1983-84, he anticipates an Asian re- 
fugee intake of 60%, of whom 10,000 
are expected to be Indochinese. He also 
said there will be more refugees from 
Latin America — an estimated 1,300 — 
and from Lebanon, Sri Lanka, East 
Timor and the Middle East, including 
Assyrian Christians from Athens and 
Rome. 

"These actions have on the one hand 
answered anxieties in the Australian 
community,” he said, “and on the other 
strengthened Australia’s reputation as 
a pace setter in humanitarian efforts 
worldwide.” The minister hopes, too, 
to increase immigration from Vietnam 
under the orderly departure program- 
me from 500 last year to 2,000 this year. 

One of the most humane aspects of 
the policy, family reunions, could be- 
come its most controversial. Family 
reunion, under which children and 
siblings can join relatives in Australia, 
was extended under the previous gov- 
ernment in response to demands by 
southern European immigrants. But it 
is Asian families who have made most 
use of it. Nearly 40% of recent family- 
reunion migrants were from Asia. 





Robert Birrell, a Monash University 
lecturer, warned after a study of family 
migration last year that. “the family 
reunion programme is producing re- 
sults that are unplanned, unantici- 
pated and very uncertain for Austra- 
lia's future.” 

To the extent that there are under- 
currents of resentment over Asian im- 
migration to Australia, they have not 
resulted in much violence. Reports of 
white youths mugging Vietnamese in 
the Sydney suburb of Cabramatta ap- 
pear to be unconfirmed while one of 
the country’s most public brawls, a 
fight over a parking bay outside a Vic- 
torian Housing ‘Commission block, 
which took 40 policemen and two 
police dogs to break up, was between 
Vietnamese and Lebanese groups. 

The Vietnamese have proved the 
most tenacious of the Indochinese mi- 
grants in their determination.to build 
successful careers in Australia and in 
their applications for Australian 
citizenship, according to ethnic affairs 
officials in Canberra. The Cambo- 
dians, being a small group without 
community leadership and few skills, 
have had greater difficulties. 

The way in which Australians adjust 
to the Asian immigrants, and the 
Asians to Australia, is however only 
one aspect of the country’s coming to 
terms with Asia and Asians. Linked 
with it, according to Prof. Jamie Mac- 
kie of the ANU, a man involved with 
bringing about the end of the White 
Australia policy in the 1960s, is Aus- 
tralia’s capacity to compete in the re- 
gion in the next 10 years. 

Elliott put it this way: “By the 1990s, 
if current trends remain, we will see 
countries like Singapore and Malaysia 
enjoying higher standards of living 
than ourselves.” Australia might not 
then be such an economic magnet for 
immigrants. > | 

Meanwhile, if Australia's economy 
does not improve rapidly in the short 
term and some Australians look for 
scapegoats, the immigration debate 
could become torrid, o 
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How a computer 
company can free 
your applications bottleneck. 


Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it’s entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in control 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
Sperry MAPPER System. Not quite 
“suddenly,” but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it’s the most advanced 
information management tool yet 
developed. 


A tall claim, to be sure. But we're 


prepared to back it up, conclusively. 


We'll put MAPPER to work on a 
real and specific application 
development problem that a user 
has given you. 

SOMETHING FOR EVERYONE 
MAPPER's simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company. 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of *user 
friendly" far transcends anything 
you ve seen. 

HERE'S THE OFFER 

Accept our MAPPER Challenge. 
Bring us an application develop- 





ment project. Bring along the user. 

We'll show you how quickly and 

easily MAPPER gets the job done. 
Call us for further information. 

Singapore: 224-8333 

Hong Kong: 5-749311 


MAPPER CHALLENGE 


APSIPER?V 





Sperry Ltd., 


36/F.; Sun Hung Kai Centre, 


Wanchai, 

Hong Kong. 

Tel: 5-749311 

Tlx: 74516 UNIVA HX 


Sperry Pte. Ltd., 
7/F.,'The Octagon, 
1O5 Cecil 3, 

Singapore 0106 

Tel: 2248333 

Tix: VACSIN RS20844 
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Recent intensified diplomatic efforts 
o find a workable compromise in 
he Cambodia conflict have brought 
a bout optimism in some quarters that a 
eakthrough can soon be expected. 
H owever; at this stage there is little 
likelihood of an enduring settlement 
being reached. Indeed à number of 
pr )blems which are by no means new 
ave been thrown into prominence 
di ring the recent process of diplo- 
The first problem concerns Viet- 
nam's current perspectives. It is possi- 
ble "that Vietnamese Foreign Minister 
E Co Thach during his March 
sit to Canberra made a sipnificant 
new proposal to decouple the issue of 
the Khmer Rouge from other related 
ones. 

But the effect of this “new element” 
| was largely lost as Thach seemed bent 
or n creating a sensation by making “re 
vel ations” about Thailand and Singa 
pore's duplicity in respectively provid- 
ing sanctuaries for the Khmer Rouge 
nd engaging in under-the-table trade 
deals with Vietnam (REVIEW, 5 Apr.). 
Thus, when Thach cancelled his 
scheduled meeting with Thai Foreign 
Mir ter Siddhi Savetsila in Bangkok 
wh iile on his way back to Hanoi, a 
number of questions arose concerning 
the real purpose of the Vietnamese 
foreign minister's tour, 

“In order to find some possible 
answers, one has to look back to the 
)eriod towards the end of 1983 when a 
nu ber of parties became involved as 
potential catalysts of peace. While the 
part played by the Labor government 
of Australia has been significant, the 
n nain focus wason the visits to Hanoi of 
tw vo Indonesian delegations; that of the 
commander of the armed forces, Gen. 
Be enny Murdani, and the director of the 
Centre for Strategic and International 
Studies (CSIS) Jusuf Wanandi, and a 
vi isit by a Thai delegation led by former 
prime minister and current chairman 
r jf the House of Representatives stand- 
ing committee on foreign affairs, 
E iangsak Chomanan. 

. It is no secret that Indonesia has al- 
ways favoured a softer line towards 
"Vietnam. A number of reasons have 
been given to explain this predisposi- 
tion — including a shared experience 


EV. . " 
in anti-colonial struggle, a common 


perception that China constitutes the 
greatest threat to Southeast Asia and 
Indonesia's geographical position, 
which is removed from the point of 
conflict. Also important is Indonesia's 
commitment to the concept of South- 
east Asia being a zone of peace, free- 
dom and neutrality — the so-called 
 Zopfan principle. 
Given Indonesia's predispositions, it 
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has always been clear that there is a 
limit to its willingness to tolerate 
Asean policies towards Cambodia, 
which in its view. predominantly re- 
flect the security interests of Thailand, 
increase the risk of a confrontation 
with Vietnam, allow China an oppor- 
— Te — — —— oe 
*For geopolitical reasons, the 
Thais have always been highly 
sensitive to land-based threats 
from the east or west. On the 
other hand, Indonesia's 
geopolitical security from an 
immediate external threat 
affords it an opportunity to 
take a more multi-directional, 
long-term view.’ 
(RRS R00 ooo X ode poss TT i 


tunity to expand its influence and 
undercut the philosophical underpin- 
nings of Zopfan. The only question has 
been where this limit would be. 

It appears that it was reached after 
Vietnam's rejection of the Asean coun- 
tries’ “joint appeal.” The Indonesians 
perhaps ran out of patience and be- 
lieved that the time had come for a 
greater involvement which would sup- 
plement, if not replace, Asean's collec- 
tive efforts to seek a political solution. 
Although Murdani might have over- 
stepped certain bounds and later had 
to qualify his remarks, there is little to 
suggest that the Murdani and the 
Wanandi/CSIS missions did not repre- 
sent official Indonesian initiatives. 

Concurrent with these Indonesian 
efforts was the attempt of Kriangsak to 
play a catalytic role in bringing about 
better relations between Thailand and 
the Indochinese states. During his pre- 
miership (1977-80), Kriangsak proved 
himself a far-sighted diplomat and he 
still considers detente with the In- 
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dochinese states his most enduring 
contribution in diplomacy. 

It is also no secret that he takes a 
more balanced view of the relative 
seriousness of the threats coming from 
China and Vietnam than the present 
Thai Government. Given these facts, it 
was not unexpected that as the chair- 
man of the foreign affairs committee, 
he would seem to assert his own role 
and viewpoints independently of the 
Foreign Ministry whenever he had op- 
portunities to do so. 

Invitations to visit Vientiane and 
Hanoi provided opportunities and, 
though Kriangsak's trips were vari- 
ously described as “fact-finding” and 
“goodwill” visits, there is little doubt 
that his objective was to renew his per- 
sonal relationships with Lao Premier 
Kaysone Phomvihane and Vietnamese 
Premier Pham Van Dong and help 
break the impasse over Cambodia. 

The three delegations to Hanoi were 
composed of able and experienced 
people and managed to generate a good 
deal of frank discussion. However, in- 
stead of promoting further rapproche- 
ment, the entry into the game of the 
“catalysts” or "conciliators" seemed to 
have had the opposite, and unin- 
tended, effect of precipitating a down- 
turn in Thai-Vietnamese relations. The 
crux of the problem here is Vietnam's 
perceptions. 

Hanoi's experience and Marxist- 
Leninist beliefs make it predisposed to 
see contradictions, and thus weak- 
nesses, in the enemy's camp and at the 
same time to perceive its own ultimate 
triumph as being historical necessity. 
This led it to misinterpret the signals 
emanating from Jakarta and Bangkok. 





he Murdani and Wanandi visits 
probably convinced Hanoi that 
there was a fundamental division both 
within Asean and between Asean and 


China which had to be further encour- 


aged and exploited. 

Secondly, Kriangsak's visit proba- 
bly helped persuade Hanoi that con- 
tradictions within Thai society and 
politics were coming to the surface and 
aiding Vietnam's cause. From the evi- 
dence available it seems that Vietnam. 
has always harboured certain precon- 
ceptions concerning Thailand. Think- 
ing that the Cambodia conflict has 
been a dominant issue in Thai politics, 
Hanoi has been searching for signs of 
divisiveness within the Thai body poli- 
tic, 

With two of its "friends" established 
in high positions after the April 1983 
elections, Pichai Rattakul as a deputy 


prime minister and Kriangsak as 


chairman of the foreign affairs com- 
mittee, Hanoi. —— Pole that 
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creased after Kriangsak's visit. 

Thus, while there may indeed have 
been a renewed willingness on the part 
of Hanoi to create a basis for negotia- 
tion, Thach's tour became dominated 
by a series of tactical thrusts aimed at 
exploiting what were seen as con- 
tradictions within the enemy camp. 

More specifically, the aim seems to 
have been to drive a wedge between 
China and Asean, between Thailand 
and Indonesia, between Singapore and 
the rest of Asean, and between the Thai 
Government and the parliamentary 
group led by Kriangsak. Indeed, in this 
latter connection, there can be no other 
rational explanation for Thach's unex- 
pected promise to Kriangsak that Viet- 
nam would release 96 Thai fishermen 
in Vietnamese custody for illegal fish- 
ing if the requisite fines were paid, a 
deal which the Thai Foreign Ministry 
had long worked for in vain. 

It seems that Thach considered his 
diplomatic blitz a success. If so, it is in- 
deed unfortunate. For, first of all, there 
is no evidence that Vietnam's reading 
of the situation in the enemy's camp is 
a correct one. Sino-Thai relations may 
invite some criticism but they are cer- 
tain to be maintained along the present 
line so long as Vietnamese troops re- 
main on the Thai border. 


When you're in Penang 
stay with friends... 


the internal contradiciibne Kad in- 





There may: e dirteredter. within 
Asean but at this juncture no Asean 
country seems to be willing to abandon 
all that has been achieved within the 
regional framework in search of a 
nebulous dream. And there has been no 
indication that Thai politics is or can 
be divided over foreign policy issues. 

Also, there is evidence that Thach's 
diplomacy has proved counter-pro- 
ductive. Asean seems to have closed 
ranks, and China seems to have 
attempted to demonstrate its value as 
de facto ally by putting pressure on 
Vietnam's northern border during the 
recent fighting on the Thai-Cambo- 
dian border (REVIEW, 19 Apr.). 


Jrewavperi though doubts can and 
should be expressed about the ori- 
gin and extent of the border fighting at 
Si Sa Ket as reported by the Thai mili- 
tary, what is more important is that the 
incident served to illustrate to many 
the very wide gap between Vietnam's 
verbal professions of good faith and its 
actions in the field. 

A second set of problems concerns 
Thailand's current perspectives and 
position. After the end of the 1983 dry 
season, Thailand's stand in the In- 
dochina conflict became more moder- 
ate than before. This can be seen in a 
number of ways. 
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Generally speaking, since 1975 there e 
have been two useful indicators of the 
prevailing Thai attitude towards Viet 
nam. One is the issue of the io calle 
“Dien Bien Phu” Vietnamese refugees, 
the other Thailand's relationship with - 
Laos. Since August 1983 there has 
been discussion of a new approach to- 
wards the refugees, the majority 
whom, Thai authorities now admit, are 
not subversive. At the same time, 
number of references have been mad 
to Thailand's "fraternal relations". 
with Laos, not only by Kriangsak, who. 
visited Laos early that month, but alsó - 
by Siddhi. Bangkok and Vientiane 
reached agreements for the opening of k 
a “hot line” between provincial au- 
thorities for border-conflict control, 
more extensive cross-border economi 3 
cooperation and a revival of Thai-Lao 
boat races on the Mekong. f 

This softer Thai attitude was furthe 

reflected in the so- -called “joint ap- 
peal,” prepared during the June 1983 - 
Asean foreign ministers’ meeting in 
Bangkok and delivered on 20 Sep 

tember 1983. While preserving the 
hitherto non-negotiable essential ele- 
ments of the International Conferen e 
on Kampuchea (ICK) formula — that | 
is, the demands for a “total withdrawal 
of foreign forces" and for Cambodia 
self-determination — this proposal 
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First, it made no reference to the al- 
ready abortive ICK. Secondly, for the 
first timethere was a public call for na- 
tional reconciliation in Cambodia. 
Thirdly, the joint appeal outlined pos- 
sible steps which could be taken in 
pursuit of a comprehensive political 
settlement of the Cambodia problem. 

However, from Thailand's point of 
view, the months that followed the 
joint appeal proposal have served to 


~ demonstrate the failure of the “softer” 


approach. 

: This perception means that though 
the so-called "concessions" already 
tabled will not be withdrawn, there is 


likely to be less inclination to com- 


promise on the part of Thailand in the 
coming months. Thailand's return to a 
hardline approach, together with the 
expected Vietnamese military pressure 
on the Khmer Rouge in what remains 
of the dry season, will inevitably help 
to prolong the impasse over Cam- 
bodia. 

Even more significant than this per- 
ception are some "structural" aspects 
of Thai perspectives which have 
undergone subtle changes in emphasis 
over time and are likely strongly to 
reinforce the trend towards a more un- 
compromising stance. 

The Thais now increasingly see the 
Cambodia conflict in terms of East- 
West confrontation. Accordingly, more 
attention is being paid to the Soviet 
arms build-up in North Asia and South- 


— east Asia, and to Soviet-backed sub- 


version. At the same time, the belief 
that Vietnam is a mere proxy of the 
Soviet Union, and that even a success- 
ful dialogue with the former may not 
necessarily lead to a resolution of the 
conflict over Cambodia, is becoming 
more prevalent. 

Thailand's confidence in its capa- 
city to cope with the threat arising 
from Vietnam's occupation of Cam- 
bodia may be at a new peak. To put it 
simply, the Thais now believe more 
strongly than ever that the balance 
of forces is favourable to their cause 
and consequently that time is on their 
side. 

They perceive that Vietnam is now 
weakening, partly because of the 
economic burden of its occupation of 
Cambodia and partly because of the 
recent political and military successes 
of the Khmer resistance groups. 


T he Thais, especially those in the 
Foreign Ministry, also perceive that 
Asean has attained a high level of re- 
silience and unity, that regional coope- 
ration has developed to a point where 
the group can tolerate a certain level of 
intramural differences and collec- 
tively call the tune in the international 


arena. 


Indicators such as exchanges of 


. visits by high-ranking officials, the 


tit 
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constant presence of the United States 
th Fleet in Thailand's vicinity, large- 
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athetic consideration by the "TG af 
Thai arms procurement programmes 
in recent years, have led the Thais — 
especially the military — to believe 
that the country is now more assured of 
US support than at any time since the 
Vietnam debacle. 

Furthermore, from the perspective 
of some political groups in Thailand, 
particularly the military, there are val- 
uable domestic "spin-offs" from the 
continued existence of the conflict 
over Cambodia. Since 1973 there has 
been a search in Thailand for a viable 
balance between the power of the 
armed forces on the one hand, and the 
requirements of an increasingly 
pluralistic society on the other. 

It is no secret that Thai military 
leaders would like to maximise their 
domination of the body politic without 
resorting to arms if possible. 

The Cambodia problem seems to 
have given the military an opportunity 
to play an increasingly dominant role 
requiring suppression of internal dis- 
sent, a bigger military budget, growing 
paramilitary and territorial defence 





formations, and the fostering of the ac- 
ceptance of the demands of "national 
security" or "national unity." 

The Cambodia conflict has served 
not only to increase the role of the mili- 
tary as a group but also to strengthen 
the power bases of some military lead- 
ers over others. More specifically, the 
main beneficiaries have been those 
who are in charge of weapons-pro- 
curement policies, arms shipments to 
the Khmer Rouge and security on the 
Thai-Cambodian border. Since these 
beneficiaries are increasingly power- 
ful figures, they, and not the Foreign 
Ministry, may determine the future di- 
rection of Thai policy towards Viet- 
nam. 

Given these factors, it is clear that 
from the Thai point of view there is no 
urgent need to resolve the Cambodia 
conflict and that there may even be 
certain benefits from its prolongation. 
Thus, unless there is a significant uni- 
lateral concession from Vietnam to re- 
vitalise the process of bargaining, 
which is not likely, the impasse is 
likely to continue. 
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takes on a “militarised” — 
is already happening with the appli- 
cation to buy a squadron of F16A/100s, 
Vietnam's reactions, especially in 
terms of procurement of new weapons 
such as MiG23s, can be expected and 
the impasse will be a dangerous one in- 
deed. 

The third problem is one which is not 
yet fully manifested but should be 
closely observed and understood — the 
conflict between Thailand's and In- 
donesia's concept of regional order. 





or geopolitical reasons the Thais 

have always been highly sensitive to 
land-based threats from the west and 
east. From Thailand’s perspective, 
whenever such a threat exists in the 
case of the presence in Laos and Cam- 
bodia of a militarily strong and 
ideologically hostile Vietnam, it is 
confronted directly. 

On the other hand, Indonesia's 
geopolitical security from an im- 
mediate external threat affords it an 
opportunity to take a more multi-di- 
rectional, long-term view, as evident 
from its continuing commitment to 
Zopfan. Indonesia sees China as the 
greatest threat to the region in the long 
run. Thus, from the Indonesians' per- 
spective, as reflected in the Kuantan 
Principle of March 1980, Vietnam is 
not an intrinsically hostile state, has 
legitimate security concerns and, if 
truly independent, has an indispensa- 
ble part to play in the containment of 
China and in the final fulfilment of the 
Zopfan ideal. 

The conflict between the two con- 
ceptions of regional order is still large- 
ly dormant. However, if the two In- 
donesian missions to Hanoi and the re- 
fusal to come out with a stronger con- 
demnation of Vietnam for the Si Sa Ket 
incident can be taken as indications of 
Indonesia's unhappiness with the 
Thais' imposition of their security re- 
quirements upon the rest of Asean as 
well as Indonesia's greater willingness 
to assert its own strongly held view- 
points, then there is a possibility that 
the conflict will come out in the open, 
especially if Thailand continues to 
harden its posture vis-à-vis its enemy 
and to neglect to acknowledge the re- 
quirements of some of its regional 
friends. 

The consequences of such a conflict 
may be far-reaching. Asean may be di- 
vided. Vietnam may be encouraged to 
exploit the contradictions within 
Asean with renewed vigour. Thailand 
may turn increasingly to the US and 
China for aid and comfort, thus pre- 
cipitating not only a more hardline 
posture on the part of Vietnam but also 
further cleavages within Asean. 

Whatever else may happen, it is 
fairly certain that if this vicious circle 
is set in motion, regional tension will 
mount and the beneficiaries will not be 
the regional states themselves. Oo 
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e TALK to expatriates about gov- 
ernment in Southeast Asia and the 
conversation will undoubtedly focus 
on bureaucracy: stifling, confused, 
uncoordinated and most of all time- 
consuming. Visas, residence permits, 
work permits, visa extensions, exit 
permits and re-entry permits all take 
days, weeks and sometimes months to 
arrange. 

But back in the good old US of A, as 
American Guy Sacerdoti, our Manila 
bureau chief, discovered, the 
bureaucracy can sometimes put even 
the worst of Asian officialdom to 
shame. With his passport expiring 
during his month-long home leave, 
Sacerdoti decided to save the few 
days it would take to renew his docu- 
ments and get visa permits transfer- 
red in Manila by having the renewal 
done during his brief visit tò New 
York, where he could then simply get 
a new visa for his return trip to the 
Philippines. 

A few days before leaving the Big 
Apple, Sacerdoti sauntered into the 
passport-agency office of the State 
Department at Rockefeller Centre. 
Arriving at 11 a.m. with application, 
photographs and old passport in 
hand, he first waited 20 minutes to 
ask whether he could get the passport 
within a day or two. Certainly, was 
the answer. Just stand in line. But 
what a line. About 350 people in a 
stuffy room where they were forbid- 
den to smoke, drink or eat for the 
five-and-a-half hours it took for the 
few passport officials actually at 
work to process everyone. 

e THROWN in line together were 
those getting passports for the first 
time, those needing renewed docu- 
ments urgently, and those trying to 
get passports as proof that they were 
US citizens. Some lounged in the cor- 
ners, others simply sat on the floor — 
there are no chairs at all in the office 

- while others worked out arrange- 
ments with their neighbours in line to 
stagger trips to the filthy toilets or 
make quick beer runs to the over- 
priced restaurants catering to the 
tourists below. 

By 3:30 p.m., a security guard, who 
had been busy throwing out those 
who had lost their cool during the 
marathon wait (or those who re- 
quired medical attention), asked all 
whose flights were departing before 
11 a.m. the following day to form a 
special line. Finally, it was Sacer- 
doti's turn. The officer said: "Allis in 
order, we'll mail you your passport in 
three weeks." Sacerdoti was leaving 
for Miami, Los Angeles mnd San 
Francisco two days later andwas due 
back in Manila within two weeks. A 


supervisor tin agreed to process. 
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the passport urgently and mail it to 
Sacerdoti's father within 10 days, 
after which it would be sent by 
courier to a pick-up address in San 
Francisco. 

About five days before departure, 
there was no sign of the new passport. 
Another long battle with the 
bureaucracy revealed it had been 
mailed with an out-of-date mailing 
code. Two days before departure, it 
was decided to re-issue it. This the 
West Coast office did in an afternoon 
— by computer. But that evening, the 
other passport arrived in New York: 
photo crooked and with half the total 
pages requested. Suddenly, Sacer- 
doti had two passports. He agreed to 
send the New York model to the San 
Francisco office to be destroyed. 

After all this, Sacerdoti took his 
new passport to the Philippine Con- 
sulate and told the story to friend and 
press officer Willy Jurado. Fifteen 
minutes later, Sacerdoti was walking 
out of the consulate with a four-year, 
multiple-entry visa. Manila may have 
political and economic problems, but 
some bureaucracies, if there's a will, 
are simply more efficient than others. 
e LAST November the First China 
International Supplies Exhibition 
was held in Peking, and as it was spon- 
sored by the Hotel and Restaurant 
Trades the acronym-happy organis- 
ers dubbed it China Hores '83. Now 
D. Deptford sends a photograph of a 
pub he took recently at Foldingworth 
in the English county of Lincoln- 
shire which not only offers suitable 
accommodation but is a free house to 
boot: 





e REMNANTS of the old society are 
still observable in Hanoi today, as the 
photograph shows (it's a bit fuzzy be- 
cause it had to be taken surreptiti- 
ously). It shows a scene enacted every 
day — but particularly on Sundays — 
on a road near the old French-built 





bridge across the Red River: a dog- 
meat market. The captive dogs are 
kept in a cage made of bamboo, raffia 
and old sacks; customers pick a 
likely-looking meal out, which isthen 
weighed on a traditional stick bal- 
ance and carted off. As the visitor 
who took the picture watched, one of 
the dogs escaped, obviously in no 
doubt whatsoever that he was due to 
end up in the cooking pot. 

e SEVERAL readers in Taiwan have 
sent the following item which ap- 
peared in Taiwan's newspaper, China 
News, on 29 February: 


New Song for 
Garbage Trucks 


Beginning tomorrow, the 
1G00-odd garbage trucks in Taiwan 
province will stop announcing 
their arrival with ''Maiden's 
Prayer." 










The Provincial Department of 
Environmental Protection said 
"Maiden's Praycr'" will be 
replaced by a new song called "En- 
vironmental Beautification," 

—— ae O 


In the past, the refuse lorries have 

announced their presence not only 
with the Maiden's Prayer but with 
the Sailor's Hornpipe and the Theme 
from Love Story. Let us hope that the 
new song Environmental Beautifica- 
tion is as tuneful. 
e NOT very much hope of galvanis- 
ing the peasants to new productive 
heights of enthusiasm at a certain 
farm photographed in Sarawak by 
Michael Cavanagh: 
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The borderline case 


Burmese Government troops turn not only on the Karen 
secessionists but on the KMT opium warlord 


By A Correspondent in Chiang Mai 


n what appears to be a shift of po- 

licy, the Burmese Government ap- 
pears to be determined to secure and 
exercise control over a 350-mile strip 
of rebel-held territory between the 
Salween river and its border with 
Thailand. The area includes not only 
the enclaves held by the Karen Na- 
tional Union (KNU), but those further 
north held by the remnants of the old 
nationalist Chinese Kuomintang 
(KMT). 

The overall pattern has become 
clearer in recent weeks with intelli- 
gence reports that more than 2,000 
Burmese Government troops have 
moved into areas opposite the Thai 
border provinces of Mae Hong Son and 
Chiang Mai. 

With one column advancing from 
Pungpahkyem in the east, another 
crossing the Salween at the Ta Te 
ferry-crossing to the north and a third 
moving through Shan United Army 
(SUA) territory from the west, the gov- 
ernment troops quickly occupied posi- 
tions on the strategic Sankang moun- 
tain range halfway between the Sal- 
ween and the Thai border town of 
Pieng Luang. 

A KMT garrison on the peak fell with 
little or no resistance on 16 April — as 
it did about 12 months ago when the 
government claimed to have destroyed 
nine heroin refineries. This year, how- 
ever, the government drive could be 
much more than a routine search-and- 
destroy operation if it follows the same 
pattern as the four-month-long Karen 
campaign. 

It also renewed speculation about 
‘some tacit cooperation between Ran- 
goon and the SUA of opium warlord 
‘Chang Shee-fu, or Khun: Sa, a bitter 
rival.of the KMT who now appears to 
be gaining the upper hand once again 


44 


in the Golden Triangle opium trade. 
Unlike the KNU, the SUA is a business 
organisation that does not pose any 
secessionist threat to the government 
and might well act as a buffer against 
the southward spread of the Burma 
Communist Party (BCP). 

Diplomatic sources have lent some 
credence to this suggestion and there 
have been unconfirmed reports of a 
secret meeting between Khun Sa and a 
government general in the district 
town of Mong Ton on 7 March to 
finalise the details of a joint-coopera- 
tion agreement. 

The fact that the latest government 
attack came as late as April is a solid 
indication that troops plan to dig in on 
Sankang and maintain an armed pre- 
sence there through the coming wet 
season. This is the same tactic they 
clearly intend to use in Karen territory 
where they have built a helicopter pad 
on the Nawtaya peak in the Dawna 
range to facilitate the supply of arms, 
ammunition and food. Observers note 
that Rangoon's forces seized Nawtaya 
in June 1983 and occupied it through- 
out the wet season, making ready for 
the new year assaults on the Karen en- 
claves of Mae Tha Waw, Maw Po Kay 
and Wangkha. Logistics always has 
been a problem for government forces 
and is seen as the main reason why they 
have previously failed to maintain a 
widespread presence along the Thai 
border. 

The SUA suffered a severe setback in 
January 1982, when it was evicted 
from the Thai side of the border by 
Thai troops. Many observers thought 
Khun Sa and his then 1,500-strong 
force would not last the year, but the 


Shan-Chinese warlord showed a sur- 


prising ability to adjust inside Burma. 
Not only did he rebuild and expand his 
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his infuon dramatically. 


Less than six months after being 
driven from Thailand, his forces dis- 
lodged the BCP-backed Lahu chieftain 
A Bi from Doi Larng — an important 
heroin-refining area straddling the 
border which serves as the final station 
on trade routes leading down to Thai- 
land from the poppy fields of northern 
Burma. Then, in March 1983, hundreds 
of SUA men trekked westwards to the 
Mong Mai valley opposite Thailand's 
Mae Hong Son province and took over 
the area from its former occupants, the 
badly splintered Shan State Army 
(SSA). 

Exactly a year later — in March this 
year — a 300-strong SUA force over- 
ran the border-crossing point of Mae 
Aw, cutting off the KMT's western 
pipeline for jade and opium, and also 
sacking the Koung Neing headquar- 
ters of the Pa-O National Army, an ally 
of the KNU in the newly revived rebel 
National Democratic Front. 

It is here that analysts first began to 
see signs of cooperation between the 
SUA and the army. The Mae Aw as- 
sault, which took place only two weeks 
after the purported Mong Ton meeting, 
appeared to take advantage of govern- 
ment pressure on the Karens and also 
the fact that most of the Pa-O soldiers 
were fighting alongside their allies in 
the besieged Maw Po Kay enclave, 160 
miles away. There are indications that 
Khun Sa may now push south into the 
upper reaches of the Pai River, an area 
rich in tungsten, copper and other min- 
erals under the control of the Karenni 
Army. A KNU ally like the Pa-O, the 
Karenni force has lost much of its 
strength because of factional disputes 
and is now thought to number no more 
than 300-500 men — no match for the 
well-equipped SUA. 


he Burmese army has never launch- 

ed any large-scale operations 
against the SUA, and there has been 
nothing to indicate that Khun Sa put 
up any sort of resistance to the govern- 
ment column which passed through his 
territory in mid-April. 

From their positions on Sankang, 
government troops are now in a posi- 
tion to threaten the Tailand Revolu- 
tionary Army, a newly formed alliance 
of the Shan United Revolutionary 
Army and elements of the SSA, 
allies of the KMT, which is com- 
manded by opium warlord Gen. Li 
Wen-huan. Li appears to be in trouble 
on both sides of the border. 

Although it could not be linked to 
developments inside Burma, the 
REVIEW has learned that in mid-Feb- 
ruary, a 1,000-strong Thai paramilit- 
ary Ranger force descended on jungled 
terrain around the Pieng Luang bor- 
der-crossing place and destroyed a 
number of heroin refineries. It marked 
the first time the Thai Government had 
moved against the KMT since they set- 
tled-^i& ‘Thailand in the 1960s and, 
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though unannounced, was seen as an 
answer to critics who have pointed to 
the way suppression operations over 
the past two years concentrated on the 
SUA only and neglected the KMT. 

With the sort of gains it is making on 
the Burmese side of the frontier, in- 
formed sources feel the SUA is not only 
after the KMT's share of the opium 
trade but also the potentially more 
profitable jade trade which the 
Chinese have dominated for years. 
Government investigators and also in- 
dependent sources now believe it was 
the SUA which was behind the power- 
ful blast that ripped through Li's 
Chiang Mai residence on 11 March, 10 
days before the attack on Mae Aw 
(REVIEW, 3 May). 

Both the KMT and the SUA were 
able to flourish in northern Thailand 
initially because the government saw 
the two rival forces as a buffer to pre- 
vent a link up between the Burmese 
and Thai communist parties. The Thais 
finally moved against the SUA when 
its blatant involvement in the narco- 
tics trade became an embarrassment. 
Thanks in part to Khun Sa, it now 
seems to be the KMT's turn in one of 
several developments which point to a 
radical change in the geopolitics.of the 
turbulent Thai-Burmese border area. [1 
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TRA (Tailand Revolutionary Army) 


This year’s big push 


The latest government offensive a 


gainst the Karen rebels is 


not the usual dry-season-only affair but looks set to continue 


By Paisal Sricharatchanya in Rangoon 


our months after the Burmese army 
launched a determined offensive 
against Karen insurgents near the Thai 
border, the government is apparently 
ready to continue its military pressure 
through the forthcoming rainy season. 

The rugged mountain terrain and 
dense jungle in eastern Karen state, 
where the rebels are dug in, will make 
the army’s rainy-season operations ex- 
tremely costly and hazardous. But in 
view of the resources that Rangoon has 
committed to the operations so far — 
unprecedented compared with those 
committed to other anti-rebel ac- 
tivities — it looks as if the government 
is now preparing to crush the economic 
lifeline of the rebels and shatter the 
Karen insurgency at all costs. 

As if to underscore Rangoon's deter- 
mination, a senior cabinet minister re- 
cently told some Asian diplomats that 
Burmese troops would keep up the 
anti-Karen military campaign even if 
they have to "proceed inch by inch." 

In the past, the army has attacked 
rebel positions in the dry season, in- 
flicted some damage and withdrawn. 
But not this time. Informed diplomatic 
sources here estimated that elements 
from the army's 44th and 66th light in- 
fantry divisions, numbering up to 
5,000 men, have been mobilised in 
front-line action against a string of 
Karen bases. 

Given the absence of a clear-cut vic- 
tory so far, such heavy military com- 
mitments appear to have put the Bur- 
mese in a difficult position. “It would 
be embarrassing if the army cannot 
score a victory in the end," commented 
one observer. "There is.a lot of pride 
involved here.” 

The determination with which Ran- 
goon is waging the current offensive 





against the 35-year-old rebel move- 
ment, grouped under what is formally 
known as the Karen National Union 
(KNU), initially caught some diploma- 
tic observers here by surprise. But 
it apparently stems from a recent 
increase in KNU guerilla activi- 
ties and the forging of an alliance 
with a small militant Muslim group, 
the Kawthoolei Muslim Liberation 
Force. These developments are in addi- 
tion to the long-standing animosity 
which has existed between the two 
sides since Burma gained indepen- 
dence from the British in 1948. 

The Karen rebels' vantage-ground 
near the Thai border, which allows 
them to control the bulk of consumer 
items smuggled into Burma from Thai- 
land, constitutes another long-stand- 
ing sore point. Virtually all the Karens' 
military needs are provided for by in- 
come derived from tax levies on the il- 
licit trade across the border — com- 
prising consumer items from Thailand 
and timber, jade plus gemstones com- 
ing out of Burma. 

Much as it resents the rebel move- 
ment's earnings from the border trade, 
the government has been forced to tol- 
erate the inflow of consumer goods and 
some luxury items due to domestic 
shortages. o 


Advertisement 


FOR REINSURANCE 


FACULTATIVE / TREATY 


The Continental Reinsurance Corporation, 
New York. 
Regional Office: G.P O. Box 10089 
Hong Kong 
Telex: 65638 CONTL HX 
64630 CICRC HX 


Tel: 5-266829 — 
5.214177 












| 
| 


~ SOUTH KOREA 





171 "T 


War of words on campus 


The media turn this year's spring students' offensive 
into a major law-and-order propaganda campaign 


By Shim Jae Hoon in Seoul 


housands of students at South 

Korea's major universities have 
turned out at campus rallies to de- 
nounce the government of President 
Chun Doo Hwan and demand Chun's 
resignation. And ironically, the some- 
times violent confrontations between 
the protesting students and riot police 
— a spring ritual in this country which 
predates Chun's rule — have put into 
question the future of the president's 
recently announced political liberali- 
sation measures. 

The measures included the release 
from jail of some 300 student activists, 
reinstatement of some 1,400 students 
previously expelled from universities 
and the barring of riot police from 
campuses unless their presence is re- 
quested by campus authorities. Under 
the government's new softer approach, 
university authorities also have been 
given a freer hand in deciding the 
academic futures of student dissidents. 

Now they — and not the government 
— have the authority to decide whe- 
ther to allow student agitators to con- 
tinue in school or bar them from class- 
es for their activities. 

Despite these efforts by Chun to de- 
fuse this year's student spring offen- 
sive, demonstrators have clashed with 
police stationed just outside campus 
gates, seized libraries and school ad- 
ministration buildings and accused 
professors of either being indifferent 
to their demands in the past or — worse 
still — working for the government 
against student dissidents. 

For their part, campus authorities 
have found themselves caught in a dif- 
ficult position. They are reluctant to 
call on the police to quell the campus 
demonstrators because to do so would 
be to admit that they are incapable of 
handling the situation themselves — 
an admission which they believe would 
put into jeopardy their hard-won au- 
tonomy from government interference 
in campus affairs. Meanwhile, the 
demonstrations continue 

This year, in addition to the usual 
demands for sweeping political demo- 
cratisation, the students have focused 
their efforts on two major issues: the 
local media, which they see as incapa- 
ble of reporting opposition activities, 
and the government's alleged con- 
scription of dissidents into military 
service in reprisal for their activities, 

Since the campus disturbances 
began early last month, a score of lócal 
journalists and photographers from 
major Seoul dailies have been detained 
by angry students, and four reporters 


from the government-controlled Ko- 
rean Broadcasting Station were de- 
tained by students for 14 hours. 

Some of the journalists were beaten 
up, or made to kneel before irate stu- 
dents and "confess" to alleged collu- 
sion with government agents in their 
coverage of the demonstrations. Cam- 
era equipment was seized and des- 
troyed, and the situation got so out of 
hand at one point that the Korean 
Journalists Association felt it neces- 
sary to appeal to the students to at least 
observe reasonable standards of de- 


cency. 
Journalists representing the foreign 
media — once commended by campus 


demonstrators for what the students 
perceived to be their more balanced 
coverage of opposition activities — 
this time also came under attack. The 
students singled out representatives of 
American news organisations for criti- 
cism, apparently because of the strong 
support United States President 
Ronald Reagan has given the Chun re- 
gime. At some universities outside 
Seoul, students scrawled on walls and 
posters: "US imperialists, go home.” 


A from their attacks on jour- 
nalism and its practitioners, the stu- 
dents are campaigning hard against 
the government's alleged programme 
of illegally conscripting dissident stu- 
dents into the armed forces. The stu- 
dent demonstrators claim that some 
400 dissidents have been secretly 
drafted into the.military in. this man- 
ner over the past four years, since Chun 
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ver, alleging that the govern- 
ment "fas forced thei into service 
while they were detained and under in- 
vestigation for their anti-government 
activities. 

Under South Korean law, 10 days 
prior notice is required before induc- 
tion but, according to the students, 
parents in Seoul and other cities only 
received word of their children's in- 
duction with the arrival of parcels con- 
taining their civilian clothes. 

The students also claim that as many 
as six inducted dissidents have died 
under mysterious circumstances while 
serving out their time in the military. 
The military has responded to these 
charges, saying that the six committed 
suicide for personal reasons, but stu- 
dents claim that at least in one case the 
youth was murdered. 

No full official explanation of this 
case has been forthcoming, and the 
students say that their own investiga- 
tion can go no further since the victim's 
family is reluctant to discuss the mat- 
ter. "Until the government submits a 
full account of this matter and prom- 
ises to discontinue this illegal draft- 
ing [of dissidents|," said one campus 
leader, "we're not going to stop." 

Scores of policemen and students 
have been injured in the current spring 
offensive. One Yonsei University stu- 
dent, hit by a piece of shrapnel from an 
exploding teargas grenade, lost an eye 
and another student had to undergo 
surgery for a head wound, also caused 
by shrapnel. 

Despite the unprecedented violence 
on the part of the students, the govern- 
ment has generally remained cool in 
coping with the demonstrators, re- 
fraining from arresting or detaining 
them. One reason for the authorities' 
restraint may be the visit to South 
Korea of Pope John Paul II, and Chun's 
desire to build an image of himself as a 
moderate leader prior to the pope's ar- 
rival. Another reason may be the forth- 
coming National Assembly election. 
Many South Koreans see the election 
as an opportunity for voters to reflect 
their mid-term assessment of Chun's 
presidency. 

But while Chun may be keeping riot 
police and troops more or less at bay 
during the current student demonstra- 
tions, he continues to battle the stu- 
dents in other, more subtle ways — 
especially through careful manipula- 
tion of the government-directed mass 
media. Since the latest round of cam- 
pus demonstrations got under way in 
earnest, the local media have pre- 
sented a picture of unruly students 
locked in fierce combat with the police. 

The message they convey is that if 
the campus unrest goes unchecked, it 
could lead to a total breakdown of law 
and order nationwide. In their one- 
sided presentation of the situation, the 
media have ignored detailed student 
demands for political reforms and the 
controversy surrounding the deaths of 
student draftees. ü 
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Bahrain. 
Once the centre of 
an ancient civilisation... 


Bank of Bahrain 
.|andKuwait- · 
~at the heart of its modern 
development. 


The Civilisation of Dilmun, 2500 BC 


It was here that organised societies first flourished 
Where the earliest of urban cultures took shape 
And, where Man first began to learn and appreciate 
the concept of a settled community 


Bahrain was the site of this ancient civilisation whose 
progressive qualities have lived on till today 


Bahrain. A modern Dilmun. Where industry and 
enterprise have provided new standards of living. 
And where development is guided by the immense 
resources and innovative skills of its leadership and 
its people 

Bank of Bahrain and Kuwait is one of Bahrain's 
leading financial institutions, committed to furthering 
the Island's economic development 


Hamad Town is such an example in which BBK is 
proud to have played a role in the financing of its 
| construction. Raised on 32 square kilometres of 
barren desert, it stands as clear evidence of a proud 
| heritage that has existed for five thousand years 
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The Bank of Bahrain and Kuwait B.S.C. N 


| 
| P.O.Box 597, Govt.Road, Manama, Bahrain. 





Kuwait Branch, Ahmed Al Jaber Street, P O.Box 24396 Safat, Kuwait. 
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Shim Jae Hoon in Seoul - 


side from his political ambitions, 





t to North Korean President Kim Il 
ing — has other, more artistic, aspi- 
rations: in particular to produce his 
country's best-ever feature film. And, 
1 seems, he is prepared to go to any 
engths to achieve his goal — even if it 
ans forcibly abducting the South's 
reen stars. 

In Seoul, intelligence circles remain 














d kidnapping from Hongkong six 
ago of South Korea's best-known 
an actress, Choe Un Hi, and her 








g Ok, the country's top producer/ 
actor. According to the South Ko- 
n Government, Pyongyang secret 
ts based in Hongkong abducted 
couple. And the Agency for Na- 
al Security Planning (ANSB) — 
eviously and better known as the 
)jrean Central Intelligence Agency — 
is announced that the couple are now 
forth Korea producing and starring 
























Mary Jane Foster. 

Unyil, the star puppet character in 
n Indonesian TV series of the same 
me, is a typical eight-year-old pri- 
ary school boy. He is the son of a 
rmer living in a village called 
ikamaju (meaning "on the way to 
gress“). Each weekly 20-minute 
isode tackles a national problem or 
fers a practical lesson to young In- 
esians. Si Unyil projects role 
models — much in the way the wayang 
'uppet theatre used to do — as well as 














ndonesia’s state ideology. 

"Each character complements. Si 
Jnyil and assists in conveying the 
how's message. Pak Raden represents 
aditional Javanese thinking 
hough despite his lovable qualities, 
his personality often contrasts with the 
‘galitarian spirit and development 
rientation of Sukamaju. = 















shildren to be responsible citizens. 
DE Si bird band: of — is 





. Kim Jong Il — son and heir-appa- |- 


iess partner and ex-husband Shin | | 


prisals — by ‘the South's agents. This 


Unyil— the childrens fri end ar 
onfidant, or a c government p puppet 


mbodying the principles of Pancasila, 


Pak Unyil (Si Unyil's father) isa man 
of integrity — forever instructing the 


dala company ‘called 


| —— Qd ow in 
d of pin — rea, as 
invinced that he was behind the sus- | mi : 


had been Re i Shin, app: $ 
busy making films in Budapest, said: 
'ere not kidnapped by anybody." 
He explained the mystery surrounding 
their disappearance as necessary in 
order to protect themselves from re-- 





declaration notwithstanding, the news 
stunned — in Seoul and EVO: 





a girl of Chinese descent, Meilani, i 
whose function is to encourage assimi- 
lation of the Chinese in Indonesia. Pak 
Lurah, the well-respected, govern- 
ment-appointed village headman who 
acts as arbitrator in village disputes, 

urges the children to contribute posi- 
tively to the. community's. develop- 























ment. And, completing the cast,arethe | 


penjahat (criminal characters) who 
provide dramatic tension — though, of 
course,. tbey are always caught. and 














In 2 n episode entitled The Total Sun | 


Eclipse, Pak Raden's belief.in the In- 
donesian folktale that solar’ 
are caused by a giant swallowing the 
sun is dispelled. The episode was. 
screened to quell superstitions during | 
preparations for Indonesia's total 
eclipse in June 1983. In. The Armed | 

















2 year — sentent in servi Kore ea 
. for spying — said the. phoney projeet 
| was the work of LeeSang Hi, a Korean 





eclipses | 


Forces Enter the diis a — 
{ | merely a source of entertainment but a 
| repository of values and a subtle inves- 
tigation into the relationship between 
— and ‘universe. Former Tp So p 


The T started i in J anuary 1978 
when Choe as — Hongk she d to | 





negotiate = — So ina a iiohgkong 


id |. pr oduction of Yang: aaa e hongi 





Choe was sent — -trip ticket > 
Golden Tripod. — 
however, when later questioned by the 
Hongkong police, Golden Tripod re- 
Chee aM el wong Tong-tat and Shih 


























woman involved in Hongkong’ s film 
industry. Lee, who vanished soon after 
the incident, turned out — bea Nerth 


| Korean secret — 


later when Shin, in Hongkong iren 


advice to villagers on how to get on 
with foreign tourists — - practical in the 
light of Indonesia's growing tourist in- 
dustry. Such titles as Shamed Because 





of. Lying, Th Wisdom of Saving and 
| Clean is Healthy givea good idea of the 


content of other episodes. 

The show is produced by the — 
owned film company Pusat Produksi 
Film Negara (PPFN), an arm of the 
Ministry of Information. PPFN’s pro- 
ducers say that though the show pro- 
motes Pancasila, it is not intended as a 
propaganda vehicle. In addition to 
government funds, the United Nations 
Children's Fund (Unicef) provided 
US$100,000 over two years for the pro- 
gramme's research and development. 


‘Unicef also assisted in compiling a 


book of ce: Series: The Story of Si 


4 Unyil. 


"he wayang pippet-tHeatre tradition: 

is familiar to most Indonesians. Its 
themes- — drawn from the Indian epics, 
the Ramayana and the Mahabharata, 
but Indonesianised in the process — 
contain a widely accepted religious 
mythology. The popular stories of gods 
and kings, warriors and demons, 
princes, princesses and clowns are not 
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plain black and white 


Not 








ing for his ex-wife, also disappeared. 
since then, Seoul's intelligence offi- 
cials have pieced together an elaborate 
plot. According to the ANSB, Choe was 
lured by Lee to a dinner party and a 
cruise from where the actress was 
transferred to a waiting North Korean 
cargo ship, the Nungnado, anchored 


Sukarno was a mas- 
ter in the art of 
calling on wayang 
stories and charac- 
ters to make complex 
points to his Indone- 
sian audiences. 

Tosay that Si Unyil 
Is as encompassing 
as the wayang tradi- 
tion would be a 
ridiculous exaggera- 
tion: the prescrip- 
tion for human be- . 
haviour in Si Unyil ` 
is  mueh  earthier 
than the etiquette of 
the complex social 
hierarchy of the 
wayang world. The 
purpose of Si Unyil 
simply is to entertain 
children and to instil 
in them the ideology of the state, 

The TV programme is so popular 
that, during the Sunday morning 
showings, the streets in cities and vil- 
lages are empty. No official audience 
surveys have been done, but some pre- 
liminary studies indicate the show is 
high in the ratings. Besides his TV ap- 
pearances, Si Unyil has been used in 
advertising campaigns for. Kodak, 
Unilever and Peters Ice Cream. Minis- 
ter of Information Harmoko suggests 
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Every picture tells a story ... South Korean actress Choe Un Hi, 
seemingly carefree, poses in front of a postcard view of Hong- 
kong just days before her mysterious disappearance. The 
photograph of her ex-husband, film producer/director Shin 
Sang Ok, however, is even more sinister. This “happy snap" 
was taken by Pyongyang's publicity people to show the “defec- 
tor" content in his new North Korean idyll. In fact that breath- 
taking hillscape is nothing more than a studio backdrop, while 
the brightness of the day is supplied by powerful set lighting. 
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north of Macau. Witnesses claim they 
saw her struggling in vain. The ANSB 
report claims she was taken to the | 
North Korean port of Haeju, where “a | 
delighted and agitated Kim Jong Il, | 
waiting for her at the wharf, greeted | 
her,” 

It is not clear how Shin disappeared. 


that the programme's 
success comes from 
the fact that it is 
“strictly based on our 
national values and 
identity.” 

In July 1983 there 
was an uproar when 
the Sunday viewing 
time was changed 
from 11:15 a.m. to 
8:20 a.m., creating an 
overlapping of the 
programme with the 
students’ early-morn- | 
ing religious-train- | 
ing classes. Religi- 
ous-school teachers 
in the West Java city 
of Bandung reported 
that enrolment drop- | 
ped 50%. They also 
observed a fall off in 
the students’ concentration some 30 
minutes before the programme was to 
be screened: as the catchy theme music 
— an adaptation from an old Indone- 
sian folk song — was heard coming | 
from neighbouring houses, students 
began to excuse themselves from class. 

Sinar Harapan, a leading Indonesian | 
daily newspaper, commented in an 
editorial that Yayasan Televisi Repub- 
lik Indonesia (TVRI); the national TV 
station, never expected such an uproar 





South Korean intelligence 
officials could not explain 
their inability to prevent a 
second kidnapping only six 
months after the first one, 
especially as Shin cooper- 
ated fully with Hongkong 
and South Korean authori- 
ties in trying to track down 
his ex-wife. Furthermore, 
the ANSB is suspicious of 
Shin's story that he had 
reached Pyongyang by way 
of Hongkong, Switzerland, 
Paris and West Germany. 
Hongkong Immigration has 
no record of him leaving the 
territory. 


he theory that the couple 
defected is hard to swal- 
low: they were both success- 


ful figures in the South 
Korean film industry — 
Choe owned a studio in 


Anyang, while Shin ran his 
own production company. Moreover, 
Choe had developed an intense hatred 
for the Pyongyang regime after being 
held hostage by the North in the early 
stages of the Korean War in 1950. For 
several months, she had been dragged 
around various fronts by North Korean 
troops and assaulted. This traumatic 





from à simple programme change. 
After all, stated the editorial, "Si 
Unyil, the ideal Pancasila youth, 
would never miss his religious train- 
ing. He goes to it ardently." Difficul- 
ties arising from the earlier morning 
time-slot were eased somewhat, how- 
ever, when the station decided to give 
episodes a repeat showing on Wednes- 
days, at 5.30 p.m. 

Evidently proud of their success, 
TVRI launched à copycat character 
onto the eager Indonesian viewing 
public in mid-1983. The new show — 
Si Huma, ostensibly a crib of Si Unyil 

is Indonesia's. first. cartoon-film 
series. The main character, Si Huma, 
also a boy, has a remarkable talent for 


, experienced oratory: his messages in- 


volve Pancasila, development and the 
environment too. 

In an episode entitled Rimbaku, Si 
Huma observes some trees which have 
been thoughtlessly cut down. Turning 
to his friend Wendy (a character with 
one tooth), he proceeds to deliver a lec- 
ture, calling on Article 33 of the 1945 
Constitution: that all natural re- 
sources are under protection of the 
state and should be used for the well- 
being of the Indonesian people. Si 
Huma's heavy didactic content makes 
it. difficult. for the show to capture the 
young viewers' imagination and.seri- 
ously contest Si Unyil for the ratings; / 
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m regime is not known for mak- 
ing diplomatic compromises or for 
| yielding to international pressure. On 
the other side of the demilitarised 
zone, the Su Kor ean film idee! 


luding the country’s first cinen 
pe colour production of one of Ir : v ry has 
ed Die Rus kong d Government to 
Phunyatig: And during the Korean | demand that Mec Ko and Lon are Hip ien | 
ar, by epitomising Korea's tradi- | ri n ti 
onal E of Womangoce. she. osi 





















TE — ‘Soult is "ene sure to use sr 
ereds 3 incident in its propaganda war. 
The buio a any intrigue is — In the bitter world of political in- 
almost by definition — anyone: S — trigue, alas, that’s showbusiness! D 
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Py rongyang has kept the cae s| 
'esence in the North a tight secret. | 
What blew the cover was the couple's 
ttempt to make contact with their 
families in: the South: Kyushiro | 
Kusakabe, a Japanese film critic who 
recently met the couple when they 
were filming in Czechoslovakia, was | | k 200 
asked to deliver secretly their photo- | Americans take a nosta Igic 00 
graphs, letters and a tape recording of |. | 
their voices to their families in Seoul. | 4 4 + : e Silk Road 
he delivery was made by a J — d 
im director early this year. 8.05) — 
However, the courier was tailed. In : pé | | m" 
ne message — concealed inside a hile U ited States. President Mediterranean as the destination for 
usic tape — Choe wept softly. The | VY Ronald Re agan is. in Peking | Chinese goods. 
ipe which was intercepted by South exploring the avenues for enhancing Among the oldest artifacts displaved 
orean agents, was found to be edited: | Sino-US economic links, culturally are lst- or 2nd-century earthenware 
` seems that the North Koreans | and commercially New York City is | tomb figures of acrobats and dancers. 
anted it to appear that Choe had de- rediscovering the China trade that | Theexhibition continues with artifacts 
:Cted to the North. flourished in the days of camel cara- | representative of the goods that flowed 
Kim Jong Il, according to South Ko- | vans, wooden ships and iron men. Just | to and from the West down through the 
rean intelligence officials, played a | 200 years ago, the 360-tonne three- | centuries on the humps of Bactrian 
crucialrole in the intrigue. Startinghis | master Empress of China sailed out of camels and, later, in the holds of clip- 
career in the North Korean Workers | New York harbour Canton-bound to | per ships. 
Party in 1965 as head of the Depart- | inaugurate commerce between the old Museum director Thomas Nicholson 
ment of Political Agitation and Prop- | world empire and the fledgeling New | emphasises that the exhibition is also 
aganda, he was specifically in charge World republic, then just seven years | intended to illustrate the interplay of 
f film production. Ever since then, he | beyond its declaration of indepen- customs, arts and technology that re- 
as continually expressed his disen- dence. sulted from the international trade. 
intment with the standards of North Even before the actual 200th an- | European craftsmen imitated Chinese 
orean cinema. Said to be an avid | niversary date of the sailing on George | porcelain, while their Chinese coun- 
atcher of South Korean films and TV, Washington’ s — February 22 — birth- | terparts created made-to-order table- 
‘im has aspired to be the North'sfinal | day in 1784, New York institutions | ware bearing the coats of arms of their 
biter on artistic matters. were saluting China’s opening to the | wealthy European customers. Traders 
What is more, Kim is publicly ere- | West with an explosion. of com- | from the West learned about Chinese 
ited with directing and producing | memorative events. The first major | fireworks and gunpowder in the 13th 
wo films that are considered to be | exhibition, staged in 1982 at the city's | or 14th century — and within 200 
lassics i in the North: The Sea of Blood | Metr opolitan Museum of Art, was enti- | years, had introduced Western 
nd Flower Girl The former is set | tled “Along the Ancient Silk Routes" | firearms to the East. In the 18th and 
gainst the background of the anti- | and highlighted items from the Berlin | 19th centuries, the cult of Chinoiserie 
apanese war, the chief hero being | state museums. In 1983, theprestigious | was the rage in Britain and France. 
omebody resembling his father. | Asia Society unveiled a rival display, The exhibition is the most ambitious 
lower Girl tells of a poor girl's class | "The Silk Route and the Diamond | in an outburst of shows, lectures, films 
truggle as she hawks flowers in the | Path," atits Asia House headquarters. | and other events keyed to Sino-US 
Heavy with stark socialist This bicentennial year, a variety of | trade. Organised by the Royal Ontario 
realism. and marked by crude, simplis- events. is scheduled. A most spectacu- Museum in Toronto, Silk Roads/China 
tic story-telling, these films have made hr g | Ships will be crisscrossing the US and 
ttle impact ¢ on the outside world. an | Canada until August 1985. Simultane- 
È ppears Pyongyang has alway sly, a year-k 3tennial celeb- 
s for Southern film ration of Sino-US trade as launched 
The fading generation of movie- New York on 22 February at a cere- 
makers in | the North are mostly from | sh mony addressed by China's US Am- 
he South: they were among the 3,700 | CI  bassador Zhang Wenjin,. who em- 
tage artists, actors and. actresses | phasised the importance of enhancing 
marched off to the North during the -| Sino-American economic and trade re- 
war.) And kidnapping certainly has lations. The ceremony, sponsored by 
not been an untried means of securing | main. Ap 'y on, the US-China Bicentennial Commit- 
talent in the past. In 1977, North Ko- network pole to oc | in . Toutes tee, was highlighted by a message from 
reans in Yugoslavia tried unsuccess- after the Portuguese: opened the sea | Reagan, who — on the eve of his visit to 
fully to kidnap Yun Chong Hi, a popu- | la id the. C 7000. e, | China — echoed Zhang's sentiments 
lar Seoul actress living in Paris. Pur- iE ] h- and. called on the two countries to 
sued in Zagreb, she and her husband | tradir orth pP "pursue aal beneficial goals in 
fled to the United States- Consulate. | An j the- phe: years: ahead. nora p e gs 
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The voyage of Sohar from Muscat to Canton in July 1981. 
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Business Profile Series 


i" ited Arab 
Emirates 


Ex lore Today, with 1000 offices in more than 

D 50 countries, concentrated in Asia, the WP. 
Middle East, Europe and the Americas, the 

you're considering business in the Arab HongkongBank group gives you access to a 


vorld, talk to The British Bank of the complete range of financial services. The 
Idle East first. group's presence also extends to Saudi Hong kong Bank 


As part of the HongkongBank group, we Arabia and Egypt, through its associate 





e over a century’s international banking — banks, The Saudi British Bank and The abs and Shanghai cx Corporation 
erience in opening up new markets. Hongkong Egyptian Bank S.A.E. Marine Midland Bank * Hongkong Bank of 
Our Business Profiles on Arab countries, For a copy of the Business Profile that Canada * The British Bank of the Middle East 
ch come as a direct result of intimate interests you, write to us at Box 64 G.P.O. Hang Seng Bank Limited * Wardley Limited 
ket knowledge, are only one example of | Hong Kong, or any branch of The British — Londen Limited < 
many specialist services that we provide. Bank of the Middle East. Fast decisions. Worldwide. 


)NSOLIDATED ASSETS AT 31 DECEMBER 1983 EXCEED US$60 BILLION. 


Tbe Arab-Asia 


Connection 


Todays Merchant Venturers 
Watch Out for Shoal Waters 





Dubai Creek, UAE. 





Orient and Occidental worlds for centuries. The links between some of the Arab countries and the Far 

East go back 1,000 years or more. One of them, the great Silk Road from China to Europe, crossed 
the Arab world. None were more adventurous than the inhabitants of Oman, today's unofficial quardian of 
the vital Strait of Hormuz through which much of the industrialised world's oil passes — much of it destined 
for Asia. The Omanis plied the coast of Africa, they ventured across the Indian Ocean to Malaysia taking fine 
Arab horses to exchange for silks and pottery: and on further, to China. 

In 1981 that connection was symbolised by the 6,000-mile voyage of the Arab dhow Sohar from Oman 
to Canton in China. The Omanis were the first Arabs to send envoys to the Orient (and incidentally the first 
to forge links with the United States just over 100 years ago). The Sohar, sailed by the British explorer and 
mariner, Tim Severin, retraced the ancient trading route to the Orient. 

Today those connections between the Arab and Asian worlds, bound in part by religion, are more tangible 
and practical. It is largely oil, investment surpluses and banking that bridae the continents. But it is a 
connection that is also two-way with a growing influx of Asian expertise in construction and banking as well 
as manpower and services. 

However, the lure of the Organisation of Petrol Exporting Countries (OPEC) has not been an open sesame 
by any means for the Far East. The downturn in demand for OPEC oil and consequent fall in revenues has 
meant some financial restraints in the development programme of Arab nations. Changes in internal banking 
legislation in Saudi Arabia may have cast a shadow on the offshore banking business in Bahrain of which 
several Asian finance houses and banks are part. In the heady days of the late 1970s and early 1980s there 
was a great deal of enthusiasm from both Arabs and Asians for the future of investments in the two regions. 
However, today there is a more realistic approach to the situation and its future development. 


T? Arab traders of old were the true merchant venturers. Their lands have stood at the cross roads of the 
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xor Arab Asian Bank, Hussain Najadi, one e SM leading 3 experts 


; on Arab banking! in the Far East. Equal attention was also given to | the 


emade by one of Dubai: s best- known "Ta 


: ^ property — “Abdel-Wahab Galadari. | 
"Some Arab bankers thought that the media coverage v was. 
oe Adel — of \ — Ltd. in ; Hongkong w V 


ind develcpmers nearer Dane. Ti 
ji revenues, the OPEC C telina onc 


| E — the empire of aa ak uk al! ahab Manakin Kus | n most. : 


nthusiastic private investor in Singapore, has been shaken to its... | - 
oo the private sec 

uh Qperatone oar 
House. 3 


oundations with the resignation in early November 1983 of . 
Galadari and the board of the Dubai-based Union Bank of the 


Middle East (UBME) which he founded. The Dubai Government 
ind United Arab Emirates (UAE) Central Bank injécted funds into ^ 


he bank and new directors have been installed. 


ome of Galadari' s. major assets in Dubai have gone to rescue. 


he bank, but there was a question mark over the fate of his assets 
Singapore. Around the time of the board’s.resignation, a 


consortium of nine banks led by ri Finance. and Bank Res 


f — — a Bb end million US$66.9 


.. The most obvious sign : le grov ng Arab ap : 
' Eastern business in the past three year: hast 

_ Singapore of representative offices or Asian Currer 

: * Arab banks, The newest tarrivali is sthe o Jorda -l 


d épreseritative office i in 1980. 0 The Nati 

- set up a similar office the following 

: Asia Bank, Arab Banking Corporation 
ank (GIB), Union de Banat Arabes 
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is M hen with 





GB 


Evolving capital markets demand 
hs in syndicated financing 


new strengi 


GDB provides them. 


Since the foundation of GIB, the Today, GIB consistently appears in 
Bank has been evolving rapidly as a the top 30 banks engaged in this market 
leader in many fields of international demonstrating the ability to meet the 


banking — one of the most significant A growing challenge of providing 
being that of syndicated lending. medium-term finance in an evolving world. 

in the years 1982 and 1983, GIB lead This is just one of the comprehensive range 
managed or co-managed syndications of commercial and merchant banking services 


totalling US$ 41 billion, for a list of clients "not through which GIB provides solutions- 
that - quite literally - spanned the world. = 4 n whatever the problem. 
Gulf International Bank asc (Plant and production line photographs: SIDALM, Italy.) 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


QIB- The International Bank. of | the Sewn Gulf States 
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and tell... 


The fine art of doing business in the Gulf 
hasn't changed in years. 

You ve still got to show and tell. 

Yes, that's right! You've got to show your 
products and tell your story. After locating those 
prime business prospects who are eager, even 
anxious to do business with you. 

And in the Gulf, there isn't a better, more 
successful way of achieving that, than 
participating in a professionally-run trade 
exhibition. 

Nor is there a better, more successful 
venue than the Dubai International Trade 
Centre. 
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> dubai international trade centre 






Its two airconditioned 
exhibition halls combine to 
offer you over 10,000 
square metres of first class 
purpose built exhibition 
space that's unrivalled in 
the region. 

Which makes it, quite simply, the biggest, 
finest, best-equipped exhibition complex in the 
Arabian Gulf- offering you a busy programme 
of international trade shows, more and more of 
which, are becoming regular annual events. 

In the 39-storey Office Tower, you'll find 
sophisticated meeting and conference facilities 
that are congenial to good 
business, plus the local or 
regional headquarters 
of over a hundred 





adjacent Hilton 
International Hotel ideal 


the 





stays, you need look no further than The 
Apartments - 500 fully-equipped, fully furnished 
and fully serviced luxury apartments. 

All together, it's the perfect combination 
for good business - your perfect entrée into the 
booming markets of the Gulf. 

Provided, of course, you show and tell. Like 
over 5000 exhibitors have done so at 34 major 
exhibitions over the past five years - which, 
incidentally, attracted several hundred 
thousand visitors who were seriously interested 
in business. 

So if you're serious about doing business 
with them, come to Dubai, in the United Arab 
Emirates. And either as an exhibition 
participant or visitor, discover what these 
exhibitions at the Dubai International Trade 


Wa Centre can do for your business: 


" Dubai Spring Fair '84 (27 February - 9 
March) * Arab Gas Technology Exhibition 
(18-22 March) * Middle East Refrigeration, 
Ventilation and Airconditioning Exhibition 
(16-20 September) * 2nd Gulf Safety, Security 
& Fire Equipment Exhibition (14-18 October) 

* 3rd Arab Water Technology Exhibition & 
Conference (28 October-1 November) 

* Motexha & Childexpo Trade Fairs (9-12 
November) * 4th Gulf Computer Exhibition & 
Conference (26-29 November). 

For more information on our facilities or 
exhibiting in Dubai, write or call Trade Centre 
Management Company, P.O. Box 9292, Dubai, 
UAE. Telephone 472200 Telex 47474 DITC EM 
or Seymour House, 17 Waterloo Place, London 
SW1Y 4AR. Telephone: 01-930-3881, Telex: 
888193 GENNAV G. 
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national and international a L] 
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After 90 years of early rising, we're still on top 


Across three generations of doing business in the Middle East, we've 
alwavs made a point of providing financial services designed to meet 
the special needs of the region. 


We know the Middle East financial markets better than almost any 
other bank. And, by using the latest banking technology, we're better 
placed to serve you in these markets. 
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As a member of the HongkongBank group, we can offer vou direct 
links with more than 1,000 bank offices in 54 countries. 


Not forgetting of course, the full benefits of almost a century's 
professionalism, integrity and trust. 


The Gulf-based bank with global connections. 
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i rotil cent M morithé and has been E copied 
with ownership and mar iagement changes. The genesis of the | "People Xt trust this ar Japan is 
bank goes back to 1975 when the Arab Malaysian Development | : olitical f increasing their equity investm: — says. à. 
*.. Bank (AMDB) was founded with 55:45 Malaysian-Arab 1. spokesman for D Daiwa. ' "Japanese brokers are educating people | 
|»... ownership. The Arab shareholders were the Kuwait-based Arab. | here: Asia is quite new to them.” He notes the orientation ofthe. = 
|... Asian Investment Company (AAIC, 33%) and NCB (1295). In. ^ |. Gull tor towards high technology and semiconductor-related - 
_ January 1981 AMDB's offshore branch in Bahrain was takenover | compe Jonathan Shepherd of Nomura notesthat the Soukal 
by Arab Asian Bank in which AMDB hada 10% stake. ^ | Mana “cle. ae lower r returns on domest tic. investment jt have 
D .AAIC and NCB sold their shares in AMDB in autumn 1982 and en | 
zman Hashim took full control of the bank. The Arab directors - 
iained on the board however and Hashim stressed the bank's 
ontinuing bond with the Arab world. The interests of Hashim's . 
DB grou include textiles and property as well as his financial | 
ctivities: he was also a member of the committee set uptoadvise |. 
le Malaysian Government while Bank Islam Malaysia was ; being d-t 
c llowing the sale of its interest in AMDB, AAIC pulled , out of 
b Asian Bank in mid-1983 and sold its s 24% holding to the 
iraini shareholder. - 
2 flip side of the Arab- Asian connection is the presence 2 of Far 
tern financial interests in the Middle East. The Japanese in 
articular have been keen to establish a foothold in the area, but 
1e 20 or so institutions represented in Bahrain only four have 
) fledged operational status. Bank of Tokyo has had an OBU 
e and Nomura Investment Banking (Middle East) an 
inking licence (IBL) since 1982. Sumitomo Bank 
IBL at the beginning of 1983 and subsequently 
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some harsh things tosay babe — — cert 
by Swiss banks, though he says US banks have - 

b. There has beena substantial shift of funds out of 

which has Je Nomura's fund- — 































| ink, Soul | mess largest | S 
commercial: bank, “started operations last October. Ke BE NEIN 
Development Bank has a representative of ic ei idöt — 
1983 Bahrain's Gulf International Bank (GIE dou 
awarded the mandate for a US$500 O mill is n1 
Development Bank. | - » | | 
South Korean bankers admit that the y present .econom climate 
in the Gulf is affecting business. “Due to the economic situation in 
Saudi Arabia and the restrictions on Saudi riyal trading by OBUs, | 
one can'texpect good prospects for Bahrain as a a financial centre," 
says one South Korgan manager, . oe i ; 

























tabiishe subsidiary Sumitomo Finance (Middle East) as its 
erchant-banking arm. Yamaichi Securities also has an IBL and 
iup a full branch in May] — | | 













board nearly: 90 — op whichis some e25 — were e reported : E A^ 
by London tanker brokers, Howard Houlder (Chartering) bubo ss 73 
to be anchored i in various s paris n of ‘Southeast Asia | hd RR CNET "S 











dex past Saudi Arabia’ in ——— vale ca E 
| — of deflation of the economy butthe 
X ed in i has come as zlable th ht 






, usiness áctivity: between Arab countries of thie Middle East 
and Southeast Asia and the Far East depend to.a great 
extent on the fortunes of Saudi Arabia: 1983. perhaps | 
epresented alow pointin the Arab economies as a whole becau 
.. ofa fallin oil revenues as a result of falling OPEC prodi n which 
| amounted to a total of 17.48 million barrels a day (b/ 5 
- shade below the OPEC monitoring committee' s recomrr endation - 
of a 17.5 b/d ceiling which is to continue for an unspecified period. | 
5 There wasa very definite tightening of the financial belt i Saudi. P 
2 Arabia and some Gulf states, particularly the United Arab: En ates | 
* where several payment d delays were reported. Mi all 
construction and civil-engineering projects in Saudi 
been delayed and some major schemes have beer 
pending drawer — not good for construction com 
"ar East also severely restrained by the Iran-Iraq. 
Saudi Arabia, the largest spender of develop 
wered its production from an average of 5.8 
low 5 million.b/d according to the informe 
Economist. However, some energy 
apparent shortfall is only temporary anc 
yecause of persistent Iranian threats to block 
ie Arabia has some 80- 90 million b 














in the Tas B years. he Satidis ha e consistently a 

ir budgets and last year was no. exception ` when. 
ure. was about 14% below. targe 
bya similiar amount in the. 
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banks financing the trade while Japanese cars clog the narrow 
streets. 

‘A gesture of goodwill’ is how an embassy official in Abu Dhabi 
described the technical cooperation agreement between Japan 
and the UAE which includes a small experimental solar-energy 
desalination plant just outside Abu Dhabi and Kajima Oil's 
agricultural experiment at Al-Ain in conditions similar to those 
alongside its refinery in Japan. Japan also offers technical-training 
facilities in Japan (in English), through its Japan International 
Cooperation Agency. 

Japan's existing dependence on Gulf oil (for 7096 of its needs) 
makes it wary of extending it further and the Qatar Government, 
for instance, is having a hard time getting any commitment to buy 
future LNG from its North Field. And there is hard bargaining over 
prices these days. 

South Korea and Taiwan are neck-and-neck in the race to 
corner as large a slice as possible of the Gulf cake. Both see 
themselves as successors to the Japanese in exporting consumer 
goods to the area. South Korea is already well established in 
construction in the Gulf, though its contracts were down by about 
24% in 1983. South Korean companies are trying to maintain an 
edge over competitors from Europe as well as newcomers from 
India and Taiwan, by employing more technology and sometimes 
operating in consortia with older-established Western consultants 
to get on to prequalification lists. They are not much involved with 
local contractors. A large joint venture is the Lucky Star/SABIC 
petrochemical plant in Jubail, due to produce vinyl chloride 
monomer and polyvinyl chloride in 1986. Cheap consumer goods 
such as textiles face competition now from China, Bangladesh and 
Indonesia: Taiwan competes in the steel market and Hongkong in 
electronics. ‘It’s a grim business, sighed an exporter. 

Taiwan's export effort suffers from being too fragmented. 
"There are something like 60,000 trading companies in Taiwan,’ 
explained one entrepreneur. ‘We need a few giants.’ Some 90% 
of Taiwan's oil comes from the Gulf but less than 50% of her 
energy, thanks to diversification. Some Gulf oil now comes from 
Ras al-Khaimah's new field in which Taiwan's China Petroleum 
Company has a 12% stake. Taiwanese exports to the Gulf are 
increasing their range from cheap textiles, food and knick-knacks 
into sophisticated high-technology goods which can be made 
more cheaply in Taiwan than in Japan or even South Korea. 

China is a relative newcomer to this group, marketing textiles, 
processed food and rice but now moving into construction as well 
as providing labour for other contractors. It is also a prospective 
market for Gulf downstream products. 

Muslim countries look to their brethren to help finance 
infrastructural development. Bangladesh is the neediest of them, 
hence frequent ministerial visits to the Gulf. Saudi Arabia and the 
UAE have set up joint investment companies there — that of Saudi 
Arabia is already helping with a small steel plant — and the Minister 
of Finance from Jeddah was in the Gulf last autumn trying to raise 
finance for a US$263 million limestone and cement project, some 
of whose funds have already come from a wide range of Arab aid 
agencies. UAE aid to Bangladesh totals US$1 15 million mainly for 
light industry and fertilisers. 


Links with Malaysia are less strong — of the protectionist 
climate, though the Kuwaiti Fund for Arab Economic 
Development has a stake in the Malaysian-Kuwaiti Investment Co. 
which is into hotels, cement, rubber and the new airport at Bintulu. 
There are also small public-sector loans from Saudi Arabia. 
Indonesia is looking for Arab funds for plantations which it would 
like to see compensating for declining oil revenue. Kuwaiti 
investors are interested in a Jakarta housing project. 

But the closest Muslim country, geographically as well as 
economically, is Pakistan where Arab aid funds have been 
particularly generous over the years, mainly for infrastructure 
projects, as well as helping with oil finance. UAE rulers enjoy 
hunting in Pakistan and have personally endowed hospitals and 
schools. 

Sri Lanka, in contrast, would love to do a roaring trade with the 
Gulf but finds it an uphill battle not only to sell goods but also to 
attract investment. Most of Sri Lanka's oil comes from Saudi 
Arabia but only 3% of its exports go there — tea and spices. Saudi 
Arabia is also contributing to the giant Mahaweli project. The 
Export Development Board is doing its best to expand and 
improve exports. 

India has gained most from its relationship with the Gulf. Its 
manpower resources are such that it can afford the brain drain. 
Expansive consultants and contractors compete now with South 
Koreans and Turks and have the advantage of knowing their work 
force. Indian architects have built mogul-ised palaces up and down 
the Gulf. Potato chips and poppadums, pharmaceuticals and 
engineering goods find ready markets. There are also more joint 
ventures between Gulf Arabs and Indian companies within India: 
and Indians in the Gulf provide funds for ventures back home, 
stimulated by advertisements in local newspapers. It is also a 
promising market for Gulf downstream products. 

It is the need for these markets which will even the balance 
between Middle and Far East. Gulf Arabs will need to research 
Asian countries as thoroughly as they themselves have been in the 
past, perhaps taking a hint from two remarkable Japanese devices 
that now serve the Gulf household. One is a thermos flask 
designed like the traditional coffee pot, so that ritual coffee can 
now be proffered the moment a quest arrives; and the other is a 
plug-in incense burner, same shape as the traditional one but 
leaving no need to have hot charcoal before you can fumigate 
your guest after dinner. That is called knowing your market. @ 


Recession Leads 
to Tiahter 


Immigration Laws 


&€ 





uality manpower from the Philippines . . .”’: 
"Bangladeshi workers are known for their honesty, 
sincerity and hard-working qualities”: “Peons 
provided.” So run the ads in Gulf newspapers and magazines. 
The Gulf depends as much on Asia for the mannower which is 
essential to its development as Asia depends on Gulf oil. Asian 
countries also depend on remittances from emigrant workers 
and their departure eases the unemployment problem. But then 
there is the brain drain, particularly acute in Pakistan and Sri 
Lanka. 

By far the largest number of immigrant workers comes from 
Pakistan. Some 2 million Pakistanis are in the Middle East, 
remitting at least US$2 billion in the 1982-83 financial year. They 
fill all grades from lowest labourer to highest professional, the latter 
under most pressure from non-Gulf Arabs and creating the most 
worrying brain drain for Pakistan. So important, however, are 
remittances to the economy that the government goes to 
considerable lengths to ensure that the supply of manpower meets 
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demand. There are training and literacy ; 
institutes and a welfare foundation for Lori (^ EE E 
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overseas workers that helps soften the CEDE 1 


treated 

India has also moved to protect its 
immigrants — from themselves as often as 
not — tightening up on recruitment 
agencies and insisting, for instance in the 
case of Saudi Arabia, that all recruitment 
goes through the Saudi Embassy. A new 
Emigration Act was passed last year, setting 
up a Protector-General of Emigrants 

One of the most defenceless categories 
of migrants has been domestic servants, 
particularly housemaids. Many of these 
now come from Sri Lanka, since India 
clamped down on their export. There are 


harshness with which immigrants are often 71 
xw LL 
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5,000 in the United Arab Emirates (UAE) 
alone. Around half go through registered 
agencies, the rest through a family ot 
some difficult years for its own economy. 
By 1982 remittances at around US$400 
million were 20% of foreign earnings. There 
are thought to be about 100,000 Sri 
Medina) but harder-working and more 
disciplined. They also supply the hotels 
with many of their staff, as do Sri 
Lankans. 
construction companies have their foremen 
learn English in order to communicate with 
the workforce 

Their hosts spend a lot of time and effort 
Gulf led to tighter immigration and labour | 
laws; thousands of illegal immigrants were | | l $ ‘ . : 
expelled. In the UAE anyone changing | Through our close association with the British Bank of the Middle East, which has 
sponsors must leave the country for six | 

| 


friend's network or through unregistered 
agencies. Embassies in the host countries at merc ant an 
have to cope with the results. 
But Sri Lanka is as grateful as Pakistan 
for the Gulf boom which coincided with i as over 60 pol ts of 
Lankans in the Gul contact throu hout 

Filipinos fill a wide range of jobs. The 
largest number are in Saudi Arabia working | 
mainly as labourers — more expensive than ® D 
Pakistanis (who as Muslims are useful in t e || e ast 
construction projects in the holy city of > 

South Koreans are well down, partly 
because of the drop in contracts, partly 
because Korean labourer has priced himself 
out of the market. Now South Korean 
coming to grips with the situation and 
forecast a future in which they will depend 
on the foreign worker probably as much as 
they do now. Last year’s recession in the 

over 50 branches throughout the region, Wardley Middle East can provide the full range 

months. Immigrants’ records are closely 
scrutinised and a closer check kept on the 
unemployed. Car washers on the edge of 
the suk are well down in numbers these 


of services you would expect ofa leading merchant bank. 
As part of Wardley Limited, a leading force in Asian corporate banking, and a wholly 


owned subsidiary ofthe Hongkong Bank Group, with assets in excess of US $58 billion, 
days. we have the essential resources to back our customers. 

Despite fast-growing educational and 
vocational training facilities, however, Gull Su 
nationals will never completely replace the how to help them best in this area. 
foreign worker. They are worried by the When you come to do business in the 
cultural impact of so many non-Arabs in 
their midst. But Arab professional sources 
are nearly exhausted; Egypt and Sudan 


And with over 90 years experience of finance in the Middle East to draw on, we know 








Middle East, contact us at our head office in 


| Dubai, or through any ofthe branches ofthe | WARDLEY MIDDLE EAST LIMITED 


need their doctors and teachers themselves. | British Bank ofthe Middle East. DUBAI 
Bombs and plots up and down the Gulf | X1) 
reinforce the conclusion that the Asian | 


worker is politically a more comfortable 


visitor — as long as he remains a | | 
visitor. € Head Office: PO. Box 4604, Deira, Dubai, U.A.E. Telex: 45806 Wardub EM. Tel: 221126/7/8/9. 
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mahe poverty of written attention 

given to the financial machinations 
of centrally planned economies re- 
flects a certain endurance of Stalinist 
economic doctrine. 
workings of the financial system — the 
centralised decision-making and 
budgetary allocations, . "passive" 
money and the domineering state 
“monobank” — 


there is this scholarly awe of the cen- 
tralised political process is slightly 


comical and paradoxical in the sense | 
that Stalin and his legacy represent | 


socialism at its most. intellectually 


underprivileged, Nevertheless, the ar- | 


gument still stands: why bother with 
detailing the financial sphere when 
the real decisions are made else- 
where? J 

For those who insist on this ap- 
proach, Byrd's book should prove an 
eye-opener. The book's discrediting of 
the traditional angle, its reluctance to 
reduce the assessment of China's econ- 
omy to the ruling and sometime 
Stalinist gerontocracy, is based on two 
observations: | ee 


> China's relatively weak system of. 
economic planning and.the decen- | : 
“and bank clients. Restoration work, 


tralised system of economic adminis- 


tration has in fact meant that the fi- 
nancial sector has had a substantialin- |. 
fluence on the country's economic per- 


formance. 


» Recent improvements in statistical | 
information make it possible to under- . 


stand China's economy reliably. 
Focusing on the banking system, the 


the inauguration of the People's Bank | 
of China (PBC), China's currency-issu- | 


ing monobank. The PBC's formative 
years were spent tackling the 
hyperinflationary chaos left behind by 


the Kuomintang. Its subsequent. his- | 


tory, and that of its offshoots — the Ag- 
ricultural Bank of China and the Bank 
of China — is one broadly of the recap- 
turing of this initial relative indepen- 
dence. | | 

By the time of the fall of the Gang of 
Four in 1976, China's banking system 
had virtually been consumed by the 
Maoist distaste for banking, with its 
materially -inclined connotations. 


Much of the mutilation came during 
the Great Leap Forward, when local 
branches of the PBC became attached - 
to their parochial party.icommittees 


who used them exclusively as. 
of funds for the expansion: 


For the actual | 


are subordinated to | 
the centralised political process. That | 
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classical Soviet tradition, major long- 


the pickings, short-term 
tal, left to the banks. ° 


Mao Zedong era has sought to re- 
tional independence of the banking 


system vis-à-vis both the fiscal system 
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-repayment system — was an impossi- | 
 bility worsened by the fact that banks — 
controlled only a small part of the | 
available money in circulation: that of |, year. The PBC is now the official 
individual savings. Furthermore, in | 
l duties to the new Industrial and 


term fixed investment was the exclu- | mercial Bank. 


form this banking malaise largely by | 
-reasserting the financial and institu- | 
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institute a profit-oriented bani 
+ system while also using the syst 
i macro-economic 
i ingly, Byrd’s astute solution to 
| problem — establishing a central b 


sive domain of the state budget. with | 
finance capi- 


"s . ^ | makes very informative read 
Tht modernisation theme of the post- | 
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investment financing, surveying 


ticularly problematic and pro 


.its useful appendix of statistic 


larger political process is a simpl 
| way to understanding China's 
| omy. | 


STATISTICS | 


hap 





new intermediation role. of banks 
providing fixed investment cap 
outside the state budget. However, 
decentralisation of investment finà 
ing — while increasing efficien 
capital — rubs sorely on the effor 
authorities to regain control over: 
vestments. | E 

Similar double edges to reforms leat 
Byrd to conclude that the role of bank 
ing in China's reformed socialist econ 
omy has been hastily determined. 1 



























cross purposes has been the desir 
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to deal solely with macro-econo 
"supervision" and creating a sepa 
commercial and industrial ba 
sector — was just realised ear: 


tral bank handing over its comm 


Despite the book's dry, unrele 
prose, only partly due to subje 
ter, and its barely legible typet: 


previously ill-mapped territory. 


study shows clearly why shun 
aside financial details in favour 
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Korea introduces sweeping 
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reforms in the banking sector 


Liberals have a party 


^l 

3y Paul Ensor in Seoul 

: ma oth foreign and domestic bank- 
ing communities in South Ko- 
a rea were startled by the an- 
 mouncement on 21 April of a series of 
‘Sweeping reforms planned over the 
next two years under which, in the 
‘words of the Ministry of Finance, 
"practically all discriminatory restric- 
tions imposed on foreign banks will be 
gradually phased out for true na- 
tional: treatment," which means that 
foreign banks will receive the same 
treatment as local banks. 

= The government's announcement 
comes as a concession after years of 
heavy pressure from foreign banks, 
especially those from the United 


States, for a more favourable operat- 


ing environment. However, the view 
from the already embattled domestic 
financial sector is less sanguine: com- 
mercial banks in South Korea occupy 
an awkward position as the formerly 
publicly owned instruments of na- 
tional-development policies, now 
being pushed into being private en- 

_ The restrictions which the govern- 
ment is now threatening to remove 
from the activities of foreign banks 
‘may threaten the protected business 
enclaves of the (less well managed) 
South Korean banks. 

The worries of domestic bankers 
have been echoed in a number of arti- 
cles in the local press critical of the 
government’s ambitious approach to 
reform, which is seen by some here as 
especially foolhardy as it comes in the 
Same year as the National Assembly 
elections, due to be held in November 
or December. At the same time as they 
voice their concern about the future, 
South Korean bankers also agree with 
1 beralisation of the financial sector, 
though perhaps not the cold-shower 
approach currently planned. 

_ The announcement of the proposed 
reforms by the Ministry of Finance 
comes at a time when Seoul is feeling 
jittery about what it sees as rising US 
protectionism (REVIEW, 19 Apr.) and 
immediately following a visit by US 
Treasury Secretary Donald Regan. He 
came to Seoul with a similar blunt 
message to that which he took to Tokyo 
— open up your financial markets or 
else. 

. In addition to pressure from Regan, 
. US banks managed to enlist the sup- 

dort of various US trade officials and 
politicians visiting Seoul, | 
.. While pressure from the outside un- 


doubtedly played an important part in 
the timing of the announcement, a 
strong sense of confidence within the 
Ministry of Finance regarding the gen- 
eral direction of the country's financial 
development also helped. 

"These reforms are being planned 
within a context of what have been es- 
sentially successful policies aimed at 
holding down monetary expansion and 
inflation, taming the traditionally vor- 
acious corporate appetite for borrow- 
ing and raising equity levels," ob- 
served Charles Yirchott, vice-chair- 
man of the Kor-Am Bank. 

Government officials concede that 
they shifted much of the burden of the 
recession of 1981-83 on to the banks, 


both foreign and domestic, primarily 
through lowered interest rates — in- 
terest rates are set by the Bank of 
Korea, the central bank — as well as by 
tightened restrictions on how much the 
foreign banks were allowed to charge 
in compensating balance requirements 
to South Korean borrowers. In the past 
two years profits of foreign bank 
branches in South Korea dropped from 
2.1% of total assets in 1980 to 1.4% in 
1983. 


omestic banks have suffered 
D^ more, "basically breaking 

even" as one banker put it. The 
profits of the five major commercial 
banks, known as the "city banks," 
were down from 0.8% of assets to 0,2% 
last year. Despite their much higher 
turnover, the domestic banks' back- 
ward management techniques have 
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left them in a strikingly bad position 
relative to the foreign banks. While the 
combined loans of the 48 branches of 
foreign banks total less than 10% of all 
loans extended in South Korea last 
year, the combined net profits of 33 
branches, which came to Won 45.6 
billion (US$57.7 million), were Won 
15.3 billion more than those of 
the five major domestic commercial 
banks. 

Blame for the troubles of South 
Korea's commercial banks cannot be 
laid entirely at their doors, as the 
Ministry of Finance itself admitted in a 
recent report. "[South| Korean banks 
have been seriously. handicapped by 
heavy government intervention and, in 
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some sense, have been a victim of am- 
bitious development plans.” 

The government has used the banks 
to finance the development of South 
Korean industry at subsidised rates, a 
system which has squeezed their 
liquidity due to their resulting inabil- 
ity to pay competitive rates on depo- 
sits, and the frequently bad loans they 
find themselves obliged to make for 
political reasons — roughly 35% of 
domestic commercial-bank assets are 
in such policy loans. 

This heavily regulated system has 
favoured the survival of the kerb mar- 
ket, South  Korea's underground 
money market, which gives a higher 
rate of return to depositors, and re- 
mains an important source of very 
highly priced cash to businesses. It has 
also held down profitability. While 
most obsérvers agree that the answer is 
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free financial markets, there is also 
widespread scepticism about the abi- 
lity of banks to function in such a sys- 
tem unless it is instituted very gradu- 
ally. 

In considering the domestic banks' 
troubles, the government has kept 
foreign banks out of the most profita- 
ble and fastest growing area of the 
market: export finance. With their 
exclusive access to the rediscounting 
facilities at the Bank of Korea, South 
Korean banks have a virtual monopoly 
over an area which the foreigners, with 
their greater experience in fashioning 
complex trade finance-related pack- 
ages, and their large overseas net- 
works, would be expected to enjoy 
strong competitive advantages. 

Currently, the Bank of Korea en- 
courages exports by rediscounting 
bills of credit brought to them by the 
domestic banks for 70% of the value of 
the exports, giving the banks a healthy 
5% yield. South Korean banks typi- 
cally rely on this-export-credit busi- 
ness for around half of their profits — 
as much an indication of the low pro- 
fitability of other transactions as it is a 
sign of the high returns on export fi- 
nance, which are effectively subsidised 
by the central bank. 


y denying the foreign banks the 
right to use these discounting 


facilities at the central bank, the 
government has kept export finance as 
a profitable preserve of the domestic 
commercial banks, jealously hankered 
after by the foreigners. The most im- 
portant part of the recently unveiled 
reform package is a pledge to open the 
rediscount facility at the central bank 
to foreigners for export financing 
sometime in 1985. 

Although export financing is the 
major area of interest to foreigners, 
their lack of access to the central 
bank's rediscounting facilities has also 
been a source of friction. The govern- 
ment has now agreed to open up all 
areas of rediscounting to foreign banks 
from 1986, on the same conditions 
that are applied to domestic banks. 

At this early stage, just 
how successful this 
blueprint for liberalisa- 
tion will prove remains an 
open question. The an- 
nounced reforms mean not 
only the opening up of the 
financial sector much 
further to foreign banks, 
but also liberalisation of 
the system as a whole. 
This will involve the fre- 
eing of interest rates and 
loosening of the regulat- 
ory reins which presently 
constrain domestic banks’ 
ability to behave as com- 
mercial entities rather 


Regan: 
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Government’ E — reforms, 


the restrictions placed on the 


activities of foreign banks will be 
phased out, but at the same time they 
will lose the privileges they current- 
ly enjoy. Under the p regu- 
latory environment, foreign banks 
have; 


» No access to Bank of Korea (cen- 


tral bank) rediscounting facilities. 
This severely limits foreign banks' 
ability to raise funds locally, particu- 
larly in the area of export finance. 
Foreign banks can raise won funds 
only through the swap system, by 
which they purchase local currency 
from the from the bank vies — 


is Ee dai OE 
of at least 1%) and the ! de 
undernoexchangerisk. 

» Special capita requirements. The 
—— capital of a foreign bank 


operating in South Korea is defined - 


as the total operating funds of the 


branch. This severely restricts lend- - 


ing ceilings, and limits the issues of 


than as arms of the government's 
monetary and industrial policies. 

The government is committed to 
freeing interest rates on a gradual 
basis. Many of the restrictions it places 
on loans are likely to stay, however, 
and many foreign bankers are now 
particularly interested in how much 
they will be subjected to regulations 
which only apply at present to domes- 
tic banks which receive "national 
treatment.” 

How much, for example, they will be 
obliged to make “policy loans” is still 
not clear. Foreign banks will probably 
be required to loan a cer- 
tain amount to small and 
medium-sized firms in 
future, just as their South 
Korea counterparts must 
do now. In the past, 
foreign banks have con- 
ducted a virtual 
wholesale operation, only 
considering the most 
reputable borrowers. 

In an increasingly com- 
petitive business environ- 
ment, it is highly likely 
some sort of shake-out 
will occur both among the 
domestic and the foreign 
banks. The existing 


“policy loans," and from governm 
pressure to make specific ims 


domestic banks must. Nor are the 


subject to the liquidity controls i 


en on domestic banks. | 
The government's plan for refon T 


is that in: 


» 1984: Foreign banks will be give 
membership of the clearing | ouse " 
and local bankers' association. 
definition of capital will be 
broadened to increase the fom eigr 
Danay scope for lending, and i 

tees and acceptances. at 
> 5 1985: Foreign banks will be giver 


access to the rediscount window a 
the Bank of Korea for exports: rane- 
| ing. In addition, "a will be 2 


3 out of won es as at slis gh 


higher than market rates). 


>» 1986: Rediscount facilities at t 
Bank of Korea will be open 


ed for al 
in addition to export fi 





panes. Concurrently the swap facilit tS 


to be increased nore 


is expected 
it song (if atall) than in the T 
guarantees En: Sore ARCS It also | 


ie PAM 


9». 


highly restricted business environ- 
ment offers stable opportunities for re- 


latively inexperienced foreign banks, 
which may help to explain why so 
many — 42 foreign banks operate in 
South Korea — have come here. 

The swap system under which 


foreign banks purchase local currency ` 


in exchange for foreign currency 
guarantees them a margin on loans 


o additional E 
raa e a make | 





made with the money obtained, and — 


also eliminates any exchange risks. 
And because their lending is confined 
to the top of the market and usually 
backed by guarantees from local banks 
and compensating balances, risks are 
slight and profits, 
guaranteed. 


Some sort of shake-up is also likely | 


among the domestic banks. As they 


face foreign competition on more and 


more fronts, it seems inevitable that 
some will fare better than others. Much 
still depends on the government's 


judgment in timing its ambitious pro- ^ 


however low, 


gramme of liberalisation, both in terms . 


of the internal workings of the coun- 
try's financial system and its relation- 
ships with the outside world. 


Under the reform-minded techno- 


crats such as Finance Minister Kim 
Mahn Je, the will is certainly there. But 
the way is still far from clear. o 
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Islamabad seeks a major infusion of funds from Asia = 
th ne West while private enterprise anticipates a bigger role 


By y Mohammed Aftab in Islamabad 


Pakistan is seeking more trade, in- 
E vestment and technical know- how 
rom both Asia and the West. This will 
nee d to be a major global effort if the 
country is to implement its US$37 bil- 
ion sixth plan (1983-88). 
$ slamabad, for example, is targeted 
9 mobilise the equivalent of US$6.1 
bi ion — inclusive of rupee and 
foreign-exchange costs — investment 
3 n the industrial sector alone. Some 
J8S$4.6 billion, or 75% of this, will be 
contributed by private enterprise — 
both domestic and foreign — and 
another US$1.5 billion by the state 
se or. 
At the plan's very outset, the private 
ctor is sceptical as to its own ability 
to mobilise that much money. Business 
iere has remained in the doldrums for 
iearly two decades since the last days 
91 nc president Ayub Khan — first 
poer the spell of late prime minister 
fikar Ali Bhutto's socialist policies, 
in Ind then because of unending political 
ancertainty, combined with tight 
bu "aucratic regulation of the econ- 
c omy. Pakistani businessmen also sense 
the at the government has decided to 
award a bigger role to private enter- 
rise for both good and bad reasons. 
his hey feel the policy is good, because 
is ; government really is more pro- 
usiness than any in the past, but bad 
ecause it will shift the responsibility 
and the blame — from the resource- 
starved state sector to the private sec- 
tor, in terms of not meeting official 
plan targets. 
In order to probe investment pos- 
5 Bibilities, South Korea’s Deputy Prime 
ster and Minister for Economic 
Pl "lanning Shin Byong Hyun brought a 
* ong team here, drawn from both 
overnment and private business, for 
di: scussions with President Zia-ul Haq 
ind leading ministers. Douk Young 
Ki , vice-chairman of Kukje-ICC 
Corp., led 23 industrialists and 
usinessmen who had talks with their 
Dal stani counterparts in Karachi, La- 
nore and Islamabad. 
The strong and widespread private- 
ector interest was apparent from the 
C omposition of the South Korean team 
which, besides Kukje, included such 
big names as Pacific Development, 
A. I. C. Machinery, Samsung, Sun- 
kyong, Samwhan Corp., Ssangyong 
Construction, Korea Heavy Industries 


J 


UP 


I Ol 
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nd Construction, Daewoo, Hyundai, 


E lyosung, Hanshin, Chin Heung Inter- 


national, Kuk Dong Construction and 7 


J cky-Goldstar International. - 


» 


Ironically, 20 years ago, South Ko- 


rean officials and economic planners 
used to be sent to Pakistan to acquaint 
themselves with Pakistan's economic 
development — a success story until 
the mid-1960s. Pakistan has now 
turned full circle because of two miss- 
ed decades when it strayed from the 
development path. Growth has now 
picked up with annual gross national 
product growth of around 6%. But for 
fiscal 1983-84 (ending 30 June) it will 
be more like 4.5-5%, the result of a dis- 
astrous cotton crop. South Korea en- 
joyed 9.3% growth last year and its 
GNP is projected to grow 7-8% in the 
current year. With such growth, South 





Korea is naturally looking for markets 
abroad and Pakistan certainly pro- 
vides one of them. 


t the end of the talks, Shin said that 
the two sides had identified a num- 
ber of areas in the fields of trade, in- 
dustrial joint ventures and technical 
know-how where cooperation can 
grow. The two sides noted that there 
was “a serious imbalance” in trade. 
South Korean exports to Islamabad 
last year were US$103 million, while 
Pakistani sales to Seoul were a paltry 
US$7 million. The trade deficit has al- 
ways been against Pakistan which im- 
ports fertiliser, cement, synthetic 
fibre, iron and steel and manufactures 
of base metals, plastic materials and 
synthetic dyestuff from South Korea. 
South Korea buys small quantities of 
raw cotton, cotton yarn and fabrics 
and leather from Pakistan. 
The reasons both Seoul and Is- 
lamabad feel that a promising re- 


lationship can now be established go- 


CLIC 1? € spr grt 
its X "Italice v oBanaction ns (ith. anc 1 geo- 
— proximity to, the Muslim 
Middle East and the Gulf, besides the 
availability of its large skilled man- 
power pool. Arabs prefer Pakistanis, 
not only because of their common Is- 
lamic culture, but also because they 
are better disciplined and more pro- 
ductive. In Saudi Arabia, particularly, 
only Muslim workers are allowed at 
construction sites in holy cities. South 
Koreans, who have recently been win- 
ning large Middle East construction 
contracts, are likely to use Pakistani 
labour, as Shin pointed out. 

South Korea also is interested in 
Pakistan's major development pro- 
jects, including the giant Kalabagh 
Dam — which alone is estimated to 
cost US$3-4 billion — besides other 
dams, highways, harbours and power 
plants. It will be possible for South 
Korea to get a substantial piece of the 
action, as more development money is 
made available from such funding 
sources as the World Bank and the 
Manila-based Asian Development 
Bank, among others, which permit free 
international tendering. "Seoul has 
the expertise and know-how to take 
part in several such projects," acknow- 
ledges one senior Pakistani economist. 

Other areas of agreement which 
emerged out of the South Korea- 
Pakistan talks were: 

» Projects and joint ventures will be 
set up in the fields of electronics, heavy- 
electrical industries, stainless steel, 
onyx, garments, leather, pharmaceu- 
ticals, fisheries and rural development. 
» South Korea will help Pakistan in 
small-farm technology. 

» On overseas projects, South Korea 
will encourage its construction firms 
to hire Pakistani manpower. 

» South Korea will provide technical 
assistance in science and technology, 
including education. 

» A ready-made garments unit and a 
fisheries joint venture have already 
started operating in Pakistan, while 
five South Korean companies are 
negotiating several more joint ven- 
tures with their Pakistani counter- 


parts. (These are in electronics, 
fisheries, construction and leather 
products.) 


» The South Korean Trade Promotion 
Corp. and Pakistan's Ministry of Com- 
merce will survey new items and new 
markets in the two countries in order 
to step up trade. 

According to Shin, his private-sec- 
tor team considers that existing incen- 
tives for overseas private investment in 
Pakistan are sufficient to attract South 
Korean companies. Douk said South 
Korea can import more Pakistani cot- 
ton, leather, marble, onyx and carpets, 
as the existing customs duty on some of 
these items presents no real problem. 
The South Korea—Pakistan Economic 
Cooperation Committee of th the Korean 
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^ Although 1983 was a difficult year glol ally, Ara b Asian Bank in pur uing the policy clearly 
defined in last year's statement, has achieved a consistent level of profitability, substantially 
| I ids, and a gearing ratio 7.6 times — one of the best amongst 
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lamabad also favours a South Ko- 
an role in building a heavy electrical 
plex, to be sited probably in North 
est Frontier Province. It also will ex- 
ct South Koreans to be involved in 






e Pakistan steel mills at Karachi. The 
rachi steel mill itself is in the state 
‘tor but the downstream units — 
ch include a hot strip mill, a cold 
Olling mill, a spare-parts factory and 
n electrical- -equipment unit — have 
en allocated for the private sector to 
develop. 
Vhile the Pakistani interest in East 
is relatively new, it still pays a 
eat deal of attention to its traditional 
itacts with the West. West German 
onomic Cooperation Minister 
rgen Warnke was in Islamabad only 
ys before the South Korean visit. 






























.an interview with the ‘Review, 
Jarnke said he would advise the Ger- 
n Confederation of Industry to take 
lose look at Pakistan which had “a 
d investment climate." The two 
intries now have an investment- 
tection agreement, as well as an 
ement on avoidance of double tax- 
in. Transfer of earnings by foreign 
ypanies and their dividend income 
so be easily arranged, he noted. 

We feel that political stability in 
cistan is an asset, too [in promoting 
ustrial investment], " Warnke said. 

est Germany and Pakistan already 
established cooperation in sev- 








‘tronics, forest products and the 
communications industry. Warnke 
i that though the choice of future 
Stries would be left to private 
panies, he was sure West German 
panies would go along with the 
ities laid down in Pakistan's sixth 
Pakistan will want the West Ger- 
to help in expanding vocational 
ning as well as investment in infra- 
cture, including energy, telecom- 
ications and transport. 

oth the West Germans and the 
h Koreans were happy to note that 
> Pakistan Government is now al- 
ting a bigger role to the private 
ector, while limiting the state sector 
Oo what it already covers. It is under- 
ood that the West German Finance 
orp. which takes up equity in joint 
ntures — besides providing low-in- 
est loans and promoting the transfer 
echnology — is expected to become 
e in Pakistan. 

Mthough both the Pakistan Govern- 

































ee e countries, 


Besides installation of power plants, 


ur downstream industrial units of 





Indonesia « defends it its legal! content — on aid — and at 








the same time strengthens them 2y presidential decree 


By Manggi Habir in Jakarta 


Lo s junior minister for pro- 
moting the use of domestic products, 
Ginanjar Kartasasmita, has con- 
fronted growing concerns over govern- 
ment moves to raise local content on 
aid-funded projects (REVIEW, 19 Apr.). 

Ginanjar told economic and commer- 

cial counsellors of foreign embassies 
recently of the reasons for his policies 
-~ and at the same time introduced two 
new presidential decrees designed to 
further centralise and tighten control 
over government expenditure. 


aie: to allay fears 











about 





or not they currently meet all quality 
standards, as part of the people's S par- 
ticipation in building the nation, an 

expression of their nationalism and 
their love for our country,” said 
Ginanjar, who is vice-chairman and 
heads the daily activities of the power- 
ful State Procurement Team. The team 


|. ds chaired by State Secretary Sudhar- 


mono, who is also head of Golkar, the 

pro-government political grouping. 
The team was established to cen- 

tralise control over government expen- 


| diture and to process and approve all 








fields, including pharmaceuticals, 










nt — its West German and South. € 8 
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‘Buy Indonesian’ stickers: an expression of nationalism. 


Jakarta’s local-content requirements 
— which have often conflicted with the 
strict requirements of some aid-donor 
countries — Ginanjar pledged: “We 
will work within your guidelines." He 
added: "What we are asking isto give. 
our products a greater opportunity to 
participate by taking part in the bid-. 
ding." 

Ginanjar played down his office's 
protectionist rhetoric. "We share the 
concern of others about the growing 
protectionist tendencies in world trade 
which we strongly believe, in the long 
run, will do more harm than good to all 
parties, "he said. | : 

But Ginanjar- sed the need to 
protect local industries "from predat- 
ory practices of big multinatiénal com- 
panies, such as dumping, which has i 
creased in volume with the 
the recession.” < Mns c 

Jakarta's policy of — gi he 
a domestic. Mu. is an 4 




































state —— beyond Rps 500 mil- 
lion .(US$500,000). On government 
purchases below this amount, presi- 
| dential decree 14A ensures that local 
goods and services as well as com- 
panies majority-owned and managed 
by indigenous Indonesians are. ac- 
corded priority for small orders. 

With aid-funded projects, no stand- 
ard margin of preference has been set, 
according to Ginanjar for fear that 
"domestic industries which may ac- 
tually be competitive and could pro- 
duce goods on the same terms offered 
| by foreign. companies, may. ;unneces- 
sarily increase their price,” 
He d indicate. that the 











did; however, 
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Furthermore, in situations where In- 
donesian goods and services are not 
competitive, Jakarta is asking foreign 
parties to cooperate with local coun- 
terparts to help build up and develop 
local capabilities. 

During the 1980-83 period, Ginanjar 
noted that out of a total of US$20 bil- 
lion-worth of projects processed by the 
State Procurement Team, about 
US$13 billion-worth of goods and ser- 
vices were imported. 

Ginanjar doés not agree with criti- 
cism that his policies are meant to re- 
duce imports or discourage foreign in- 
vestments. He said: “I don’t want to 
use it [imports] as a benchmark to 
judge the success of the policy. We may 
require substantial imports to keep our 
development momentum.” 

Ginanjar talked about the need to 
move away from investment in import- 
substitution industries. Although 
Ginanjar feels that Indonesia's initial 
import substitution “may not be a 
healthy course for industrialisation" 
he believes that existing industries 
should be protected, 


he two new presidential decrees 29 

and 30 are not much different from 
decrees 14A and 18 which they are to 
replace. The new decrees maintain the 
same detailed guidelines for govern- 
ment procurement and still give prior- 
ity to local goods and services as well 
as to "weak" economic groups. But 
they do reflect government moves to 
further centralise and tighten control 
over government expenditure. 

Direct appointments of suppliers 
and contractors which previously 
could be made at the ministry level up 
to Rps 500 million can now be made 
only up to Rps 200 million. Any direct 
appointments above this amount will 
have to be made through the State Pro- 
curement Team. 

The decrees also call for the estab- 
lishment of procurement teams at the 
ministry or department levels model- 
led after the existing State Procure- 
ment Team and headed by respective 
ministers, Previously, department pro- 
curement decisions were made by a 
prequalification committee headed 
by the department's secretary-general 
— one rank lower than the minis- 
ter. 

In line with recent exhortations by 
government officials to do aWay with 
the terms pribumi (indigenous) and 
non-pribumi, the new presidential de- 
crees no longer include these terms. 
Pribumi is replaced with “Indonesia 
asli," which essentially means the same 
thing, but the “weak economic group,” 
which previously was synonymous 
with pribumi, now includes those non- 
indigenous Indonesians who have as- 
similated. Trading and manufacturing 
companies whose assets do not exceed 
Rps 25 million and Rps 100 million, 


respectively, qualify as belonging to a 
o 


weak economic group. 
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land reforms 


Parliament restricts ownership 
by non-citizens and trims 
royal powers of disposal 


By James Clad in Kuala Lumpur 


alaysia has made major changes 
to the country's land-ownership 
laws, increasing the legal categories of 
land from three to four (agricultural, 
commercial, residential and indus- 
trial) but prohibiting foreign individu- 
als and companies from owning any 
category except industrial land with- 
out special permission. 

To buy residential or commercial 
land, prior approval will be necessary 
and significant new powers giving con- 
ditions to foreigners' use of land have 
now been added. Although curbs on 
foreign ownership are not new in 
Malaysia — Sarawak, for example, has 
long restricted ownership of land to 
permanent residents of that state — 
the new law (which applies only to 
Peninsular Malaysia) imposes tighter 
across-the-board controls on land 
transfer. 

The new law also modifies tradi- 
tional powers vested in the country's 
hereditary sultans to dispose of timber 
and mining concessions in their states 
— a practice some sources say has led 
to past abuses: from now on, the sul- 
tans must “act on the advice of the 
state executive council” (that is, the 
government of each state) when ap- 
proving concessions. 

Another curb in this first major re- 
draft of the 1965 code is prohibition of 
alienating state land in perpetuity — a 
provision that should also prevent 
abuses. Land and Regional Develop- 
ment Minister Datuk Rais Yatim said 
the new code will also strengthen pow- 
ers held by Peninsular Malaysia's 11 
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In the heart of Seoul, the Hotel 
Shilla, surrounded beautiful 
wooded gardens, renders a tradi- 
tional Korean ambience inspired 


by the renowned Shilla Dynasty. 


A free shuttle bus runs around 
town every 15 minutes and to the 
airport 5 times daily. 


With 738 suites and rooms. 16 banquet 
rooms and international restaurants. we 
offer services tailored to the needs of 
guests who wish to enjoy a unique and 
charming experience 
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for breaching these condi 
vun m been introduced. | 








aller than’ one acre. 









strengthening the law still 
er to encourage more amalgama- 
on of uneconomie rural holdings (in- 
iably owned by Malays) and an MP 
0 voiced amiety, abo ut possible con- 

















he International Monetary Fund's 
annual staff mission 
laysia in April heard encouraging 
orts from the government, which 
cribed the external trading envi- 
ment as “generally favourable." 
puty Finance Minister Sabbaruddin 
told the mission the country's 
ss domestic product growth rate 
5.8% in1983 and during 1984, a 
Yo growth was expected, with infla- 

“stabilising at about 5%.” The 
de account has turned around, 
ly boosted by exports of liquefied 


'in almost M$700 million 
306.6 million) in the January- 
rember period. 






looks much better than a year ago: 
merchandise account 
unting to M$29 million and M$1.2 











strongly rebounded, reaching by 
end of 1983 a M$1.6 billion surplus. 





il that 1983's "overall surplus" 

ich includes remittances of invest- 
it capital into the country) totalled 
$2.2 billion: the commodity price up- 
continuing investment and some 
beit not particularly impressive) re- 
tion of domestic demand are 













Most bank economists believe, how- 


ices mask deeply rooted structural 
oblems which will again become vis- 
once exports slow down. These in- 
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ver, that current favourable export B 
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tion. "MP aid 300, 000 — card holders 


< would be barred from ownin glandasa 
| result of the restrictions on meen 


ownership. . — 
The government has sought to reas- 


sure foreign investors by harping on 


the point that land classified as "in- 


dustrial” will continue to be owned by 


foreigners, but a rather more basic un- 


certainty surrounds the meaning of 

























Malaysia' s central bank, Bank Ne- 
gara, at the beginning of April issued its 
annual report, urging further. govern- 
ment fiscal restraint. It said: "Prob- 
lems flowing from future large. deficits 
cannot.be overcome solely by monet- 
ary policy." Inflexible import costs 
(merchandise imports rose in real 
terms by 8.5% in 1982 and 7.9% in 1983) 
worry the bank, but much of the im- 
port cost results from petroleum and 
other public-sector projects already 


under way — some of which have at-. 
tracted domestic criticism as grand- - 


iose, or ill-conceived or both. 
The services-account deficit con- 
tinues to npe n Lad to 
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,to be a “Malaysian” com- 
pany for the purpose of the code. The 
land registry, under the new provi- 
sions, can also accept foreigners as “re- 
presentatives” for local firms or indi- 
viduals but the intention of this provi- 
sion is not clear. | 

Apart from these. substantive 
changes, the new law should make the 
land-registration system more effi- 
cient, consolidating the types of title 
and reducing the legalities and pro- 
cedural complexity affecting rapid 
land transfer. 


| MALAYSI 


port cece pte still a “safe” percentage 
but rapidly climbing since 1980. 

Much of the public-sector debt in 
fact is disguised by what Bank Negara 
calls OBAs (off-budget agencies), that 
is, public-sector agencies not included 
in published accounts of public-sector 
borrowings. Without including these 
agencies, federal government borrow- 
ings and guaranteed loans have al- 
ready reached 64% of the total na- 
tional debt — up almost 4% in one 
year. 

Monetary growth has been declining 
of late, ending 1983 at 7.7%. Interest 
rates have risen as money ‘becomes 
tighter, and the loans/deposits ratio 
has crept up to more than 90% as pri- 
vate sector currency demand deposits 
growth slows down. On 16 April, Bank 
Negara governor Tan Sri Aziz Taha 
called for a rise in savings deposit rates 
without a compensatory climb in in- 
terest rates. The bank fears that more 
depositors are banking abroad — a 
worrying development at a time when 
gross national savings as a share of 
gross national product have dropped 
from 30% in the mid-1970s to about 
23% at the end of 1983. 

As money becomes slightly easier in 
reaction to better export receipts, the 
inflation rate of 3.7% cannot be sus- 
tained much further into 1984, and the 
central bank expects it to climb past 





5%. Commodity prices achieved ear- 


lier in 1984 (REVIEW, 2 Feb.), may not 
persist. Cocoa prices have already 


dropped in April, and palm oil, which 
< was the golden crop of the December- 


February period, has dropped about 
M$1,000 to M$1,640 a tonne. Rubber 
prices however, should rise. 

. On the basis of world trade volume 
rising at 4.5% this year, Malaysia's 
domestic economy will continue to 
benefit, most particularly the con- 
struetion and services sectors coun- 


= | teracting slowed agricultural and pub- 


lic-sector investment. Manufacturing 


the electri nies industry 
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HYATTÉS)HOTELS 


For reservations at 115 hotels in 27 countries worldwide, call your travel planner or your nearest Hyatt 
This year new Hyatt Hotels open in Mexico, South Korea, Tunisia, Morocco, New Zealand, India and the United States 
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ices, our name 
mai «es a difference. 


The difference lies, first, in the scope of T 
‘services American Express Bank offers= ..- 
unmatched by any international bank. : 
—.  There'sa difference, too, in the exper: 
tise with which each serviceisprovided, .— 
and in the caliber of our service as well: 
swift, confidential and highly personal. | 
American Express Bank combines the... 
expertise and resources of two respected o 
international banks—American Express 
International Banking Corporation and the. 
Trade Development Banks. Our $13 bill 
^in assets and 85 offices in 39 countries pr 
;. vide an unparalleled depth of experien 
= resources and security, l 
We offer you the finest in private 
banking and personal services, inc luding 
international Gold Card® privileges and. 
travel services...a wide range of asset 
management services. ..trust and custody. 
services.. and something more: a link tothe 
worldwide financial network of American 
Express Company. 
Through this financial network, you- 
< have access to. trading i in. U.S. equity 
securities, bonds, commodities and invest: 
mentsin real estate. Thisimportantlink ——. 
offers you more ways to protect, manage 
andi increase your assets. 
^. "American Express Bank. For the inter- 
- national banking client, our name makesa a 
E zorla lof difference. 











































| - For information, contact Brian Lendrum, 

.. Vice President, American Express International | 
— Banking Corporation, Connaught Centre, 28th Floor 
| | Connaught Road, Central (GPO. Box 3), Hong Kong: — 
2 ie ciiin 05 212608 
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The Mandarin Sindabore 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next door to a cinema and bowling alley. Just 30 minutes’ 
drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants ¢ Nightclub e Disco Club 

e 5 Cocktail Lounges € 24-hour — è Shopping Arcade 

* Airline Offices ¢ Bank ¢ Travel Agent and Car Rental Counters 
* Medical Clinic ¢ Hairdressing Salon ¢ 24-hour Room Service 

* Laundry and Valet Service 


Mandarin Recreation & Health Centre 

e Gymnasium * Massage * Steam & Sauna Baths e Hydro-pool 

e Tennis * Squash * Swimming Pool è Golf and Aquatic Sports 
can be arranged 

Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) * Meeting/Exhibition/ 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 
visual Equipment € Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 

Enquiries 


Call Singapore, 7374411 or MSI Regional Sales Offices — 


New York (212) 838-7874, Los Angeles (213) 413-4224, London (01) 


583-5212, Sydney (02) 276-677 and Tokyo (03) 584-4250. 
Reservations 

Call HRI — Leading Hotels of tbe World 

Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501, 
Tokyo (03) 585-7510, Manila (2) 857-811, Singapore (65) 737-9955, 
Bangkok (2) 234-9920 

or Utell International 

Hongkong (3) 722-6432, (5) 295-591, Tokyo (03) 407-0564, Manila 
85-46-55/871861, Singapore 338-3488. 


1984 Tariff Main Building South Wing 
Single Twin 


*Subject to 10% service charge & 396 government tax. 
Room rates subject to change without notice. 





AMan NE of pepe 
Inthe tradition ofemperors. < 


333 Orchard Road, Singapore 0923. Cable: Manrinotel. Telex: RS 21528 Manotel 
Postal Address: Killiney P.O. Box 135, Singapore 9123 


A member of Mandarin Singapore International 





WWF Kojo Tanaka BCL 


The 
Giant Panda 


needs your help 
to survive 


ONS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo, 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 


Please send contributions to the WW F 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 


Switzerland. 
v e WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 


Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogiloy & Mather 
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the newest addition to AIAN s comprehensive XL range of home computer products 


Feotured, the 600 XL '" 


CIENCE FICTION IS FAST BECOMING 

SCIENCE FACT: Arthur C. Clarke, 

author of the timeless science fiction 
classic, Childhood's End, has long fore- 
seen the rapid advances in technology 
that will dramatically change the lives of 
our children in the future — especially 
advances in information processing. 


It is essential now that our children 
become computer-literate in order to be 
successful, because it is our children who 
will really face the future. 

An AIARI home computer is the 
most worthwhile investment you can 
make for your child because ATARI's 
advanced hardware and software not 


For further information. please call your local outhonzed ATAR distributor Hong Kong: Wong s Kong King Ltd. Tel. 3-450121. Singapore. Hin Seng (Pte) Ltd. Tei 
Thoilond- Nite Soot Comouter Svstem Co Ltd. Tel 2 


Peranasana Intl San Bnd Tel 03-93A5652 
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only provide a thorough understanding 

of the computer, but will be an integral 
part of your child's total education — an 
infinitely patient tutor. 

An AIARI is easy to use and easy to 
understand and, because of its enormous 
world-wide popularity, there is a wide 
and ever-expanding range of software 
available; from serious subjects to 


games, each with an educa- 
tional benefit for your child's 
future. 

Success at child- 


hood's end starts with 
_ ATARI 


an ATARI now. 


Tomorrow's adult needs an 
ATARI computer today. 


2232621. Moloysio 
Taiwan: Toipoly - Grench. Tel. 2-561231 





ncionesin: PT Multioolar Coro. Tel 21-6381 





FROM AUSTRALIA 


a leader in high technology hospital and medical equipment 


Australian hospital and medical equipment has 
long enjoyed a world-wide reputation for its efficient, 
reliable performance. Now high technology has 
added a further dimension to the Australian product. 
Ithas brought forth many major innovations. A bionic 
ear for deaf people who get no benefit from 
conventional hearing aids. A discerning volume 
intravenous therapy system. A heart pacemaker that 
can "talk" to doctors. A dedicated blood viscometer 
for both routine haemotology and the research 
laboratory. Novel ocular surgical equipment. Ultra- 
sonic scanners for both whole body and specific 
organ screening. Computer controlled anaesthetic 
apparatus. Advances and discoveries in micro 
surgery, bio-technology, in-vitro fertilization. 

These are some examples of high technology that 
are keeping Australia to the fore in research, design 
and manufacture of a wide range of equipment for 
hospital and medical use. There have also been many 
developments in the other more basic forms of 
equipment. If you're looking for new hospital and 
medical equipment find out just what Australia has 
available by contacting the Australian Trade 
Commissioner. 


Australian technology finds a better way 


P" 
iat 


1. Ultrasonic tissue scanner offers 
improved resolution. Photograph 
taken at Westmead Centre, Sydney, 
Australia 


2. Heart pacemaker sends radio signals 
enabling regular monitoring of 
performance 


3. Sophisticated, electronic cardiac x 
monitoring central station for up to 
10 beds 


Ask the expert who knows Australia 


For details of Australia suppliers 
you can phone or telex 


Bangkok, phone 286 0411 Telex 82621 
Beijing, 52 2331 Telex 22263 

Hong Kong, (5) 22 7171-8 Telex 73685 
Jakarta, 33 0824 Telex 46 214 

Kuala Lumpur, 42 3122 Telex MA 30260 
Manila, 87 4961 Telex PN 63542 

New Delhi, 69 0336 Telex 81 31 2356 
Osaka, (06) 271 7071 Telex 522 5334 
Seoul, 7206490-5 Telex K23663 
singapore, 737 9311 Telex RS 21 238 
Tokyo, 582 7231-9 Telex 242 2885 





















VRAIN ica! 


Why rush over to the States, when you 
could explore the South Pacific along the 
way? Let Air New Zealand take you to Los 
Angeles in style, via the paradise isles. 

Our stop-over route from Singapore will 
allow you to enjoy the spectacular scenery 
of New Zealand. Here you can see half the 
natural wonders of the world in one 
country. 

Then bask in the idyllic beauty of Tahiti 
and the Cook Islands. Be charmed by the 
romance of Fiji. And revel in the colourful 
culture of Rarotonga and Honolulu. 

There are 10 Air New Zealand flights 
weekly from Auckland to Los Angeles. So 


connections are at least daily. And from 
L.A., Air New Zealand can take you on to 
London. 

You'll find our special low-price fares 
surprisingly economical. And of course, the 
standard of comfort and service on board 
our 747 jets will continue to live up 
to our high reputation. Voted best, 4 years 
running, by Travel/Holiday — 
magazine. pen 

So why not turn your trip into a Wa 
voyage of discovery and enchant- |. £7 
ment? For more details, contact Wess 
Air New Zealand at the address The Pacifics 
below or call your travel agent. Number One 


& air NEW ZEaLaru 


10-A Collyer Quay, 01-14 Ocean Building Annexe, Singapore 0104. Tel: 918266 
83412 Connaught Centre, 1, Connaught Place, Central, Hong Kong. Tel: 5-249041 





WE ARE MORE I HAN AN INTERNATIONAL 
BANK. WE ARE A LOCAL BANK IN 
38 COUNTRIES. 


Your business is not restricted to one country. international bank. One reason is we have 200 


Neither are your banking needs. years of experience. 


At Bank of Boston, we have a 
stronghold wherever your business 
takes you-with over 200 offices in 
38 countries around the world and 
throughout the United States. And 
from our first international office 
in Buenos Aires over 65 years ago, 
to our current expansion throughout 
the Far East and the Caribbean, we 


can do more for you than any other 


We really know every country 
— we — So e can 

miliarize you with everything you 
need to — about the do 
From local bank laws to local 
customs. 

So ifyou are determined to do 
business around the world, we are 
determined to make you feel at 
home, wherever you are. 


BANK OF BOSTON 


FAR EAST HEADQUARTERS: 3215-3219 CONNAUGHT CENTRE * HONG KONG * TEL: 5-212541 
OTHER FAR EASTERN OFFICES IN BANGKOK; MANILA; SEOUL; SINGAPORE; TAIPEI. TOKYO 


WORLD HEADQUARTERS BOSTON. U.S. OFFICES IN CHICAGO * DALLAS + HOUSTON * LOS ANGELES * MIAMI + NEW YORK. WORLDWIDE OFFICES IN ARGENTINA * AUSTRALIA 
BAHAMAS + BAHRAIN * BOLIVIA * BRAZIL * CAMEROON * CANADA * CAYMAN ISLANDS * CHANNEL ISLANDS * CHILE + COSTA RICA * DOMINICAN REPUBLIC * FRANCE 
GERMANY * HAITI + HONDURAS + HONG KONG * ITALY * JAPAN * KOREA * LUXEMBOURG * MEXICO * NETHERLANDS ANTILLES * NIGERIA * PANAMA * PARAGUAY « PHILIPPINES 
PUERTO RICO * SINGAPORE * SWITZERLAND * TAIWAN * THAILAND * UNITED KINGDOM * URUGUAY * VENEZUELA + ZIMBABWE 


©1984 THE FIRST NATIONAL BANK OF BOSTON 
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Malaysia's party-corporate nexus causes confusion 


The politics of business - 
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By Anthony Rowley in Kuala Lumpur 


increasingly politicised and po- 

larised along racial lines in re- 
cent years and perhaps nothing sym- 
bolises this better than the involve- 
ment Tan Koon Swan has simultane- 
ously in the Malaysian Chinese Associ- 
ation (MCA) and a linked web of busi- 
ness interests. 

The result is that many Malaysians, 
as well as the international investment 
community which Tan is wooing, are 
unsure just where politics end and 
business begins in Tan's two principal 
business empires — Multi-Purpose 
Holdings (MPH), which he says he runs 
as a “mission” (on behalf of the MCA), 
and Supreme Corp. Bhd, which Tan 
personally controls and which he 
terms his “home.” 

Tan certainly is a political animal — 
a consummate political strategist, in 
fact — and he generally is acknow- 
ledged to be a “good leader.” There is 
less general agreement, though, on 
whether he is a good business manager, 
even though he is a Harvard Busi- 
ness School alumnus. The corporate 
strategies he has pursued through 
Multi-Purpose are widely criticised, 
The argument is heard increasingly 
that the time has come to divorce busi- 
ness from politics and for Tan, aged 44, 
to decide which of the two he wants to 
follow. Tan agrees that he is approach- 
ing a watershed in his career (pages 84- 
85), but plays down the politicisation of 
Multi-Purpose, arguing that it is run 
strictly along business lines. 

The recent development of , the 
sprawling conglomerate spanning 
plantations, trading and manufactur- 
ing, banking, property, shipping and 
leisure interests, suggests otherwise. 
The corporate carcass of various 
former expatriate business houses now 
taken back into Malaysian ownership 
has been divided up among the leading 
elements of the body politic in 
Malaysia, with bumiputra holding 
company Permodalan Nasional Bhd 
(PNB) and Multi-Purpose sharing the 
spoils in cases such as those of Dunlop 
and Guthrie. 

Tan regards those limbs of such em- 
pires which have now been incorpo- 
rated into Multi-Purpose as jewels in 
its corporate crown, but his detractors 
— and his success and public exposure 
have ensured that he is not without 
those — claim that MPH has paid far 


B vers: in Malaysia has become 


too high a price for such "status sym-- 


bols,” and that ültimately it is smailin- 
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vestors among the Chinese community 
who will have to foot the bill. 

If such charges are correct — and the 
onus is upon Tan to prove them wrong, 
given Multi-Purpose's heavy indebt- 
edness and very pedestrian perform- 
ance following the recent spate of ac- 
quisitions — small Chinese investors 
will have received a much worse deal 
than bumiputras from Ma. aysia's pro- 
gramme of buying back foreign-owned 
enterprises. The more lucrative assets 
of such businesses often have been in- 
jected at a discount into th» bumiputra 
unit trust, Amanah Saham Nasional, 
enabling unit holders to reap guaran- 
teed dividends. Multi-Purpose, on the 
other hand, is widely held to have paid 
premium prices for its assets — some- 





thing which the more sophisticated 
among the local and. foreign invest- 
ment community have noted even if 
smaller Chinese investors have not. 
The question is whether this reflects 
a preoccupation with politics at the ex- 
pense of business by Tan as MPH's 
managing director or an agreement by 
the MCA to play.second fiddle to the 
dominant bumiputra elements within 
the ruling National Frcnt coalition 
when it comes to sharing the spoils of 
Malaysianised foreign business. In an 
interview with the REVIEW, Tan admit- 
ted that Malaysia's Ministry of Trade 
normally. gives first preference to in- 
stitutions sueh as PNB in such exer- 
cises. Only. after that do Chinese or- 
ganisations such as MPH get a look in, 
or presumably organisations such as 
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the recently established Maika Hold- . 
ings, which is linked to the Malaysian 
Indian Congress (REVIEW, 19 Apr.). 1 

Multi-Purpose was incorporated in 
1975, then two years later made a © 
maiden public issue of some 30 million | 
M$1 (44 US cents) shares, though it — 
was not listed on the stock exchanges _ 
of Kuala Lumpur and Singapore until 
January 1982, since when its market 
capitalisation has expanded rapidly to 
reach some M$1 billion. 

Over the past two years, MPH has ~ 
engaged in what analysts term an “ag-  — 
gressive" acquisition programme, 
adding more plantations (Dunlop Es- 
tates) and trading (Guthrie) interests 
among others to its stable of opera- 
tions. This programme, carried out 
under the executive direction of Tan 
(though under various chairmanships), 
is what has aroused controversy. Tan 
claims that MPH has now finished its 
"consolidation" stage and is moving 
towards "organic growth and inter- 
nationalisation,” but some regard this — 
as post-facto rationalisation of a basi- — 


cally irrational series of acquisitions, . 
motivated as much by politics and pre- — 
stige as by profit considerations. 


t would be easier for Tan to dismiss 
such charges were it not for the 
ownership and board structure of — 
Multi-Purpose and its close links with 
the fractious wheelings and dealing: 
within the MCA. Tan told the REVIEW: 
"Structurally the party [the MCA, of 
which he is a national vice-president] 
and the company [MPH] do not corres- 
pond, but emotionally and sentimen- — 
tally they are one." 
Structurally the two are in fact - 
closer than Tan cares to admit. Apart 
from Tan's own presence on the board 
of MPH, its directors or executive com- 
mittee members also include Datuk 
Loh Fook Yen, the MCA's national or- 
ganising secretary until he resigned re- _ 
cently as a result of the current intra- 
party dispute (REVIEW, 3 May), and | 
Sen. Datuk Choo Ching Hwa, formerly 








observers claim that MPH's various — 
subsidiaries are managed, too, by MCA  . 
party cadres chosen as much for their 
political allegiance as anything else. | 

In its ownership structure, Multi- . 
Purpose is closely linked withthe MCA — 
via the Malaysian Multi-Purpose — 
Cooperative Society or Koperasi Ser- _ 
baguna Malaysia (KSM), which owns  . 
25.5% of MPH'ssharesin discrete form 1 
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it ays National Organis: t 
no), the main component party 

































ual members. And KSM's ehair- 


: board of MPH. Meanwhile, no 
er than 96% of MPH's shareholders 
Chinese individuals, according to 
e company's own accounts. Tan 
y admits that “most” of these are 
CA members. Just to emphasise the 
seness of the links between party 


e headquartered in the same build- 
g, Wisma MCA in Kuala Lumpur’s 

an Ampang. 

But more than the obvious structur al 
id ownership links between the two, 
he impression of political patron- 
in the top-most echelons of the 


politics is as much a part of its 


s has had no fewer than three chair- 
during the past year, and it is hard 
ee all this reshuffling as uncon- 
d with corresponding movements 
1e most senior levels of the MCA. 


ished the chairmanship of MPH in 
1983 (after six years), in favour of 
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James Clad in Kuala Lumpur 


Koon Swan is the man` many 
falaysian Chinese want as presi- 
of the Malaysian Chinese Associ- 
on (MCA), the largest Chinese party 








n. Although the current dispute be- 
¿his supporters and those of act- 
MCA president Neo Yee Pan re- 











droom tactician is a constant 
>in arguments about his political 





if as "fascinated" by politics ever 
ce his youth. He says that during the 
50s and 1960s he avidly followed the 
ection of Chinese communities in 
h Malaysia and Singapore: a com- 
tby Singapore Prime Minister Lee 












the Chinese must treus themi- 
s, had an especially powerful ef- 
t on Tan, one reinforced by the 
e riots of 13 May 1969 in Kuala 










ain" for the Malaysian Chinese. 


National Front — basically a con= 
for transferring assets held on — 
f of a political party to its indi- 


n, Datuk Oon Seng Lee, is also on - 


id company, both the MCA and MPH. 


pany which gives rise to concern. 


ss as business itself. Multi-Pur- 


Tan Sri Datuk Lee Loy Seng relin- 


Koon Swan is © 








governing National Front coali-_ 











s around a personal struggle for. 
r, Tan’s stature as a corporate | 


an à interview, Tan described him- T 


pur after which, in Tan's words, - E 
world would never be the: same | nes 


: fict | yove fully fore (i 


sultancy for a while before taking over 
at Multi-Purpose. Tan denies that 


there was any quid pro quo behind his. 


handing over the MPH chairmanship 


to Lee San Choon, though some obser- 


vers note that Lee appointed only-an 


Yee Pan) when he stepped down, and 
there is speculation that Lee has al- 
ways been prepared to support Tan for 
the presidency when the time came. 


Such comings and goings have only 


served to reinforce the impression that 
MPH is à fiefdom for MCA favourites, 
just as the selection of assets the com- 
| pany has invested in over the past few 


yearsis held to have been influenced as | 


much by the wider politics of Malaysia 
as by. commercial considerations. 


Multi-Purpose does not pretend to be 


an altogether ordinary company. Its 
articles say that while its s "primary ob- 
jective is to maximise returns on capi- 


tal investment, “it also seeks to "serve 


a social cause: as an agent of change for 


| man 


Although Tan was pori just two 





asa considerably younger man. than 
his rival, not least in his ideas. Tan en- 
tered parliament as an MCA member 


the Chinese press: while being careful 
never to depar 
for the ruling? 
| he ———— 
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th jugh Tan told the REVIEW. it was jos Pg 
cause Lee was “tired.” Lee then tried - 
his hand at independent business con- . 


"acting president" of the MCA (Neo: 


years after Neo, his supporters see him | 


in 1977, and his early speeches at- 
tracted considerable attention from. 


t from overall support 














Tan once said in € E B th UE 
2 of imbalances inherited 


adivit i inthe lake 1970s, Ec 










gone into — not least Blantstitns: -— are 
ones where there is already a tradition 
of Malaysian business, andw wher ecom- 
petition is heavy. | 


hat other course could Multi- 
Purpose have pursued? One 
- Y former senior official of the 
MCA, who claims that he came up many 





"years ago with the idea of a big company 


to involve the wider Chinese community 
in business (via shareholdings), argues 


¿that the biggest mistake was for any 


such enterprise to get involved in poli- 

tics. Neither should it have gone for 
supposed "prestige" purchases such as 
assets which once belonged to Malay- 
sia’s biggest expatriate business 
houses — Guthrie and Dunlop. 

Tan also has his critics among 
stockbrokers, who argue that he would 
have been better off following the 
example of rival Malaysian Chinese 
entrepreneur Khoo Kay Peng of 
Malayan United Industries (MUI), who 
built up that company largely through 
funding acquisitions fr om serip rather 
than cash. 

However, comparisons between 
such organisations as MPH and MUI 
are invidious. It is probably unrealistic 


creased bumiputra participation in 
business: 

He also put on record the "resent- 
ment and frustration" among the 
Chinese in the face of restrictions on 
educational access. flowing from the 


NEP, once describing government de- 
cisions to reduce Chinese student in- 


take as leading to a "tremor of uncer- 
tainty that is shaki ng the foundation of 
political stability.” — 

According to Tan, in the early 1980s 
he became more preoccupied with 
Multi-Purpose Holdings (MPH) and at 
the same time his political visibility 


decreased — at least in public arenas 


such as parliament. In any event, he 


said his main aim is not attacking the 
d NEP' s fixed objectives, but rather sup- 
porting 


“self-help” for the Chinese 
community, and here his business acu- * 


men aye to advance his ideas. 


: an likes to be seen as a self- made 
man. His formal education ended 
h secondary schooling and apart 





from a stint in the Tax Department in 
the 1960s, a short management course 
.at Harvard in 1976 and a 
ej as tax adviser to Esso Petroleum in 
| Malaysia, he has been working in busi- 
ness.—- seven years at the Genting 
: vt Highlands Hotel (a. gambling centre in 
| the hills outside Kuala Lumpur). 


short period 


formed his own, family-based 





E , | o Corp. in 1974 and. left Gent- 
i- | ing three years later when: differ ences 








l th gove me! Y nsists on dti 

/ the business c geri. i racial 
|. thus political) lines. If business assets 
are not to be held by a few privileged 
party members on behalf of a political 
party, as was formerly the case within 
Umno (REVIEW, 6 Oct. '78), the only al- 
ternative seems to be to unitise them 
and distribute them widely via a trust, 
as has been the case with Amanah 
Saham and KSM. 

In turn, the trusts require major in- 
vestment arms if they are not to gear up 
heavily in their own right — hence pre- 
sumably PNB and MPH. 

The difference in MPH's case (com- 
pared with PNB), however, is that 
it is a public, listed company and 
thus immediately invites the criticism 
of conflict of interest between what it 
does on one hand on behalf of the MCA, 
the (controlling) KSM and its majority 
of small Chinese shareholders, and on 
the other hand the wider circle of in- 
vestors it is now seeking to attract. 

Apart from the investors MPH seeks 
through the Singapore Stock Ex- 
change, it recently made a bid for in- 
ternationalisation by approaching a 
number of foreign broking houses, 
seeking a placement of shares in Lon- 
don. Several firms, including Hoare 
Govett and W. I. Carr, are known to 
have declined to handle the placement, 
largely because they felt unhappy 





with the owners (mainly, in Tan's view, 
over Genting's reluctance to diversify 
into other lines of business) eased a 
move to MPH that was arranged by 
then MCA leader Lee San Choon. 

Tàn says MPH's emergence in 1977 
was a reaction to events the year before 
that had again shaken Chinese confi- 
dence: new legislation such as the ICA 
and petroleum development laws, the 
mid-1970s recession and uncertainties 
in the Malay leadership. “MPH came 
as a sign that the community was will- 
ing to take action to uplift its own 
prospects," Tan said. 

"Don't forget that in response to the 
ICA, the Chinese Chamber of Com- 
merce had urged the Chinese to 
boycott new investment, and that we 
were watching many Chinese profes- 
sional people beginning to move out of 
the country." Reaction from the com- 
munity to the MPH issue (a M$30 mil- 
lion [US$13.13 million] issue over- 
subscribed by M$12 million) vindi- 
cated the self-help approach, Tan said. 

Since then he has used MPH as a 
working example of “corporatising” 
Chinese business in Malaysia. Al- 
though the corporatising message is 
not new, as Tan admits, earlier experi- 
ments — such as United Malayan En- 
terprises — failed and he clearly be- 
lieves MPH has shown the way. “Over 
100 corporations have since been 
formed by Chinese guilds and clan as- 
sociations," he said. "For the Chinese, 
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Yi rently placed a line of stock in Sup- 




















about the political nature of MPH, but 
in the end another London-based 
brokers, James Capel, placed about 6 
million MPH shares at S$2 (96 US 
cents) each with London clients 
(mainly institutions, it appears) at the 


prevailing price (in February). 


Since then, MPH's share price has 
declined somewhat to its current level 
of around M$1.90, though so has the 
market as a whole in Singapore and 
Malaysia. Some stock analysts in 
Kuala Lumpur argue that the London 
placement was made as much to get the 
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money to work for you | 


worldwide. 


Telegraphic Transfers. 

Forward contracts. 

Buying and selling banknotes. 
Foreign currency drafts. 
Foreign remittances. 

Travellers’ cheques. 
International transfers of funds. 


We put your money to work for you. 


Deak-Perera Far East Ltd. 406 Shell House, 
26 Queen's Road, Central, Hong Kong. 
Telephone H.K. : 5-266111 
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reme Corp. with London investors - ^ 
about 7.5-8 million shares at S$2 ea " 
Supreme is 35% owned by Tan and h 
a range of activities in many way /S 
paralleling those of Multi-Purpose, i x 
cluding plantations, property develop D 
ment, finance and industry. If it is po: 
sible for Tan to defend his simulta 
ous involvement with both the MCA 
and MPH (of which he remained man: 
aging director [operations] after re n 
quishing the chairmanship), it is he 
er for him to shrug off the suggestions 1 
of potential conflict of interest be 
tween his “mission” in MPH and h nis 
heading up of Supreme. | 

Tan told the REVIEW: “There is nc 
conflict of interest." No acquisitions 
(which might otherwise have genes 
Multi-Purpose) have gone into Su 
reme while he has been involved witl 
both organisations, he said. l 

Tan appears to have the ability te 
juggle a host of difficult situation 
the same time, and to gamble correct 
on how to turn these to his own advar 
tage. Maybethis is something he learn: 
ed as general manager of Gentinj 
Highlands Hotel Bhd, a resort a d 
casino operator which Tan left in 197' 
at around the time Multi-Purpose 
came to the notice of the public. 
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CHE Westpac about foreign forex 


For profitable business | o 
today, information about 
money is every bit as important action. 
as money itself. | 

This is particularly true | | BERE ae 
of the rapidly changing foreign 
exchange market. 

For the chief executive or 
company treasurer, the right strategic advice 
can be as critical as his company ss total 
effort to produce and market its products. 

At Westpac we ve put together 
top teams in the key foreign 
exchange trading centres 
throughout Asia and the Pacific. 

We will give you 
consistently valuable advice 
on foreign exchange dealing. 

We can tailor a 
foreign exchange service to 
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suit your company’s needs, 
whether it be in the hedging 
market, spot, or forward ex- 
change, Euro currency funding, 
funds management advice, 
foreign currency denominated 
accounts, or on working the 
international money market. 
So get in touch with our 
‘forex information bank - 
Westpac' professional foreign 
exchange network. 2 
A team that calls on experience 
and today’s technology, including 
advanced satellite communications 
æ which link our offices in the 
world’s major financial 
centres. 

Westpac is Australia’s 
| oldest, largest and most 
-À . experienced banking 
j | and financial services 
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group, with assets in excess of A$34 billion. 
We're Australia's world bank, with 
offices in 20 countries constantly monitoring - 
economic trends, market movements x 
and currency fluctuations, which means . . 
Westpac is well placed to help you if you — 
are investing in the Western Pacific, Australia : 
or New Zealand. 3 
If it’s anything to do with foreign | 
exchange. Ping Westpac today. We want to- 
be your bank for foreign exchange. 
Hong Kong, Robert Toone 213236/8; -. 
Singapore, Hugh Hipkin 223 2147/8; — 
Tokyo, John Salamonsen (03) 501 4101/4; 
Manila, John Lewis (02) 815 8291; 
Jakarta, Paul Milton 353758; 
Beijing, Geoff Tredinnick 595 261 Ext 100; 
Seoul, Graeme Stewart 313 1145/6. 


Westpac 
Australias world bank. 
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ness, education and employment 
pportunities remain the crucial is- 
ies," he said. 

"Other matters such as Chinese 
nguage or culture — must follow and 
precede these." MPH alone, Tan 
id, has created 16,000 new jobs for 
hinese: *Just adding one employee a 
sar in the 30,000 small businesses in 
alaysia will make an enormous im- 
rovement to Chinese employment 
'ospects." To achieve this, Tan calls 
r injecting new marketing and man- 
jement talent into family firms — 
at must either expand or be over- 
ken by corporate business. | 
Some in the Chinese community — 
id not only Neo's supporters — say 
| used MPH to set up in effect a 
llel system of patronage. Tan re- 























ets this. "All my chief executives 
ith one exception are strictly 
ssional managers,” he said, 


ugh in the same breath he attri- 
d most of the credit for the MCA's 
od showing in the 1982 general elec- 
in to the prestige of MPH. 

Besides MPH, Tan's political instru- 
ts include a wide variety of con- 
cts and connections within and out- 
' the Chinese community: he is a di- 
ector of the Malaysian Manufacturers 

sociation and has been influentialin 
the strongly Chinese-Malaysian Fed- 
eration of Martial Arts Associations. 

Tan's self-described "re-emergence" 
at the centre of the political stage after 
Neo's appointment as acting MCA pre- 
sident comes as no surprise to anyone 






























estate while running the Chinese 
mmunity' s most visible investment 
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model conglomerate — at a time when 


rate structure, let alone the rationale 


is a much- -changed and much ex- 


(44 US cents) shares in 1977 to buy a. 


development and to buy part of an in- 


| application (granted. earl: 
who has watched his political ideas 
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prise of many 


and conflicting purposes 


usiness conglomerates were popu- 

lar in the early 1970s as were terms 
such as “synergy” to describe the sym- 
biotic relationship between the vari- 
ous elements of such corporate ani- 
mals. The emphasis was on rapid 
growth — usually via acquisition. Tan 
Koon Swan must have imbibed all 
these ideas during his period at Har- 
vard Business School and some suggest 
that he has since tried to build up 
Multi-Purpose Holdings (MPH) as a 























conglomerates have long gone out of 
fashion with investors. 

MPH certainly suffers from the fact 
that investors do not readily com- 
prehend the rapid changes in its corpo- 




















behind them, political or otherwise. It 


panded animal since it made an intro- - 
ductory issue of some 30 million M$1 


1,445-acre piece of land for housing | 


surance company. : 
. The scope of the changes had begun I 
ecome apparent by December 1981 
when MPH issued a formal sta ement 
of introduction in connection w 
















ing year) for a listing on 
Lumpur Stock E hange.. 
By then, , Names such ¢ as 









pects | 
brokers James Capel and Singapore 


and there are still more to come. 

Tan is confident, he told the Review, 
that all the rationalisation of the past 
few years will shortly pay dividends — 
figuratively and financially (MPH' nC F 


vidend record in recent years has been ^^ 


poor). Tan also expects to see MPH. 
achieve profits before tax of around 
M$150 million — “by 1985 or 1986” - 
roughly three times the figure achieved 
in 1983. 

His optimism hinges partlv on gen- 
eral economic recovery but largely on... 
de-gearing MPH so that it no longer. 


groans under the heavy interest bur- 


den of recent years which has eaten 
deeply into profits. The picture re- 
cently has been of disappointing per- 
formance above the line (before tax) 
ameliorated below the line by major 
sales of assets. The just released results 
for 1983 show a considerable i improve- 


ment above theline — thanks in part to 
record high prices for plantation crops 


such as oil-palm — but still well short 


of the sort of targets Tan is talking of. 


The two most thorough attempts to 
analyse MPH's performance and pros- 
have been by London-based 


brokers Lyall & Evatt. James Capel, 


which produced its report on MPH 

iala | early this year, was bullish about its 
- ^| prospects — Lyall & Evatt was more- 

f agnostic — arguing that gearing will 


soon fall to “modest” levels and. that 


s and | profits will shortly flow through from 
ings | the constituent parts MPH has ac- 












itagems at his command, hei is still — 
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oa | quired in the past three years. (Tan 


arly shares these views.) - 
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somewhat) falls to a much more rea- 
sonable level of around the mid-20s on 
earnings estimates for 1984 and 1985, 

Where is this dramatic improvement 
supposed to come from? De-gearing is 
certainly under way. Group borrowing 
totalled M$358 million at the end of 
1982 (against shareholders’ funds of 
M$780 million) which is not all that 
startling in itself. But some two-thirds 
of the debt was short-term, and cur- 
rent liabilities at that time were ap- 
proaching twice current assets. In- 
terest expenses in that year, at some 
M$36 million, were an equally unheal- 
thy 62% of pre-interest profits. 

The interest charges were well in 
excess of the M$30 million or so of 
operating profit and investment in- 
come, with MPH relying on the M$27 
million of associate earnings to keep its 
head above water. But much of the 
borrowing was in associate com- 
panies. With substantial asset dispo- 
sals going on (and given the difficulties 
of a rights issue with MPH's problema- 
tic market image) James Capel saw 
borrowings falling to around M$200 
million by the end of 1983. The 1983 
accounts are, however, not vet avail- 
able to verify these estimates. James 
Capel suggested a "target" figure for 
borrowings of around M$60 million by 
the end of 1984. 
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p an interview with the Review, Tan 
confirmed that gearing has gone 
down but argued that several MPH 
subsidiaries, notably, Magnum Corp. 
and Bandar Raya, are now "flush with 
cash.” He also argued that his plan to 
inject the UMBC holding into Magnum 
will further reduce gearing. Tan de- 
fends the heavy borrowings in MPH 
with the argument that asset-buying 
opportunities presented themselves 
just at a time when interest rates were 
at record-high levels and when world 
recession reduced group cash flow 
sharply. 

And, because Malaysia's Capital Is- 
sues Committee would not allow MPH 
a public listing until 1981 (when it had 
established a five-year track record), 
there was no way to finance acquisi- 
tions other than through borrowings. 
MPH's list of nine bankers include 
leading regional banks as well as à 
major United States bank 
(Chase) It also includes 
MPH's part-owned sub- 
sidiary UMBC, though Tan 
denies that the bank is used 
as a conduit for in-house 
financing. 

UMBC is in fact one of 
MPH's continuing prob- 
lem areas. Multi-Purpose 
bought 51% of the bank in 
1981 from the late Chang | ~~ 
Ming Thien but political | 
pressure resulted in MPH 
eventually scaling down its 
holding to an.equal 40.68% 
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holdingthe residual. Tan is known to be 
unhappy with this arrangement and it 
isunderstood that hemight beprepared 
to dispose of MPH's stake — in return 
for a banking licence, presumably for 
Magnum Finance, a finance company. 
But Tan would not confirm this pro- 
posal. (It isunderstood meanwhile that 
Malaysian Finance Minister Tunku 
Razaleigh Hamzah has decided to re- 
strict the stake any one public corpora- 
tion may have in a commercial bank to 
20%.) UMBC's reserves were heavily 
depleted in the past and it is the pres- 
sure to re-build these which led to its 
rather disappointing profits perform- 
ance in 1982 and its relatively low re- 
turn on assets. Tan wants to inject 
UMBC into MPH's 35.86%-owned 






and oth PTS) a » coni ‘0: rm with he A a ay- 
sian Government's “look — 
Formerly Guthrie Malaysia Holdings, 
a Singapore-based holding company 
for Guthrie Malaysian subsidiaries, | 
the company was renamed Mulpha for- 
rather obscure reasons. Mulpha is an 
approximate rendering of the Chinese - 
characters Ma and Hua which form. 
part of the word for Malaysianisation. - 


But it leaves foreigners nonplussed. .| 
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ulpha's profits have halved since 
1980 — about a year after MPH ac- 
quired it. (As part of what was almos 2 
certainly a political deal, Malaysia's 
national equity corporation Permoda-- 
lan Nasional Bhd took the plantation - 
side of the former Guthrie Corp. at 
around the same time.) Again Tan's 
critics argue that a trading company is 
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1976 






Operating profit 243 5,821 
Interest payable — 2,549 
Share of profits of 

associated companies 149 3,974 
Profit before taxation 3 392 7,246 
Profit after taxation 2 111 3,801 
Extraordinary items — (1,338 
Attributable to members 

of the holding company 2 111 1,016 
Net earnings per share 13e | 0.6€ 7.8« 


Gross dividend per share 


Magnum subsidiary (which would in- 
crease MPH's control over that sub- 
sidiary via a share exchange) but Per- 
nas is thought to oppose this move. 

One of the things which makes MPH 
difficult to understand is its less than 
100% stakes in various, separately 
quoted subsidiaries such as Magnum, 
Mulpha, Dunlop Estates and Bandar 
Raya, but Tan argues that in general he 
does not want more than 51% of com- 
panies because that is "sufficient for 
control and allows us to build up the 
stable." The fact that MPH currently 
holds substantially above 51% of some 
subsidiaries obviously allows for the 
sale of shares in future to help reduce 
borrowings. 

The question is whether there are 
likely to be any takers, especially for 
subsidiaries such as Mulpha and Dun- 
lop Estates, both poor performers in 
recent years. Mulpha Inter- 
national Trading Corp. 
(MITC) is MPH's trading 
and manufacturing arm 
and, more grandiosely, is 
described as the group's 
sogo shosha, or Japanese- 
style international trading 
house. 

This is again a case 
where Tan's critics argue 
that politics rather than 
pure business considera- 
tions influenced Tan's 
judgment and that he set 
up the sogo shosha (paral- 
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no good without the plantations it was - 
formed to serve, but Tan rejects this, 
arguing that Mulpha will deal in a 
range of non-plantation products. But 
he admits: “It is not yet as profitableas. 
we had hoped." .- 

Dunlop Estates has been another 
disappointment, with profits collaps- 
ing from. M$44 million in 1980 to only 
M$7.7 million in 1982. (MPH acquired 
its stake in 1981 through agreement to 
buy Dunlop Holdings’ 51% stake in 
Dunlop Estates, via a complex joint 
venture with Pegi Malaysia, which has 
since been dissolved.) MPH has in- 
jected its Malaysian Plantations stake 
too into Dunlop Estates, making it one 
of the largest plantations in Malaysia, 
though its profitability in relation to 
acreage has been well below that of 
similar sized groups such as Kuala. 
Lumpur Kepong or Batu Kawan. 
James Capel looks for recovery in D n- 
lop in 1983 and a "dramatic" improve- 
ment in 1984 profits — based largely 
on the high palm-oil price. E 

Part of the group synergy is sup- 
posedly the ability of MPH's Bandar 
Raya subsidiary to help exploit Dun= 
lop Estates' redevelopment poten al. 
Bandar Raya itself has been through a 
lean period for profits in recent years 
though its (mainly housing) land bank © 
is said to be valuable. Complicating its | 
structure even further, MPH has a di- 
rect (51%) stake in the.Kepong Estate, | 
a residential and industrial township. 
on Kuala Lumpur's northern fringe. — 
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near-Kuala Lumpur) to the famous 
“four-digit” lottery linked to the re- 
sults of local horse races. This is some- 
thing clearly close to Tan's heart (he is 
a former general manager of the Gent- 
ing Highlands gambling resort), and 
James Capel estimated that no less 
than 65% of MPH's profits in 1983 
"would be gambling-based. James 
Capel also noted that Islamisation in 
Malaysia could ultimately threaten 
such earnings — though not for five or 
10 years. Tan's gambles meanwhile do 
not stop short at the roulette wheel or 
the racetrack. 

. Early this year (REVIEW, 19 Jan.) 
MPH became the largest private ship- 
per in Malaysia in a deal involving 
MITC buying into Hongkong shipping 
group Promptship. MPH also has a 
63% stake in a British-based informa- 
tion technology company, Phicom. Re- 
cent rationalisation and "tidying up" 
has had virtually no impact on this 
commercial complexity and it will be 
very hard for the market to rate MPH 
‘sensibly until it has deconglomeratised 
itself, let alone depoliticised itself — if 
that is possible. — ANTHONY ROWLEY 
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— and on trust 


operasi Serbaguna Malaysia 
(KSM) or Malaysian Multi-Pur- 
pose Cooperative Society is a reposit- 
ory for numerous other business in- 
terests in addition to its controlling 
stake in Multi-Purpose Holdings 
(MPH). These range through oil-palm 
and rubber plantations, a finance 
company, housebuilding and trading. 
‘One foreign stockbroker describes 
it as a kind of “dustbin trust” into 
which Tan Koon Swan directs assets 
he does not want in MPH or in his 
own company, Supreme Corp. But 
such descriptions are not backed up 
by any obvious analysis, especially as 
KSM's report and accounts are not 
available in English, only Chinese. 
These show that in 1982 KSM's 
pre-tax profits before extraordinary 
items rose dramatically to M$5.54 
million (US$2.43 million) compared 
with M$1.53 million the previous 
year. This was all due to KSM's hold- 





The Supreme principle— 


keep it in the family 


which Tan Koon Swan is principal 
shareholder and managing director, 
resembles that of Multi-Purpose Hold- 
ings (MPH) in nothing so much as its 
complexity. And this almost Byzantine 
Structure has recently been further 
complicated by a proposed reverse- 
takeover of Supreme itself by Textile 
Company of Malaysia (TCM), which 
will consolidate Tan's own holding 
over the group. 
_ It is obvious Supreme is Tan's first 
love — his brother Loon Swan is also a 
di ector — and he is not alone among 
eading Malaysian businessmen in 
running simultaneously a family com- 
pany and another public company in 
wh ch he serves in a (non-proprieto- 
rial) executive capacity. Both Supreme 
and MPH have similar corporate pro- 
files. Radiating out from Supreme's 
nucleus holding company are three 
principal arms on which numerous 
wholly or part-owned subsidiaries are 
hung. One arm is the 100%-owned 
Supreme Housing Development; the 
second, 46%-owned Supreme Plant- 
ation Industries, and the third Sup- 
reme Finance (M) Bhd, which is hoping 
. to make a public share issue in June. 
Numerous other subsidiaries encom- 
pass such activities as insurance and 
leasing, and (mainly agri-business-re- 
lated) chemical manufacturing. 
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he structure of Supreme Corp., of 


. As with MPH, Supreme's Ms 
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complexity often confuses investors 
but Tan appears to share with other 
Overseas Chinese—-run concerns (such 
as the Hong Leong group in Singapore 
and Malaysia) a penchant for multiple 
quoted subsidiaries under one holding 
company, thereby hoping to maximise 
stockmarket capitalisation of various 
assets. The argument is that the sum of 
the parts is greater than the whole but 
equally it can be argued that the hold- 
ing companies of such conglomerates 
trade at a discount because the market 
does not know how to classify them by 
sector. 


he deal with TCM which should re- 
sult in Tan and his family holding 
more of the enlarged entity than the 
35% they currently hold in Supreme 
(through various block holdings) has 
certainly done nothing to simplify the 
structure. The deal has yet to achieve 
Capital Issues Committee approval, 
however, and some modification of its 
terms may be demanded as a condition. 
One interesting sidelight of the re- 





SUPREME PERFORMANCE 


Group profit before taxation 
Profit attributable to group 
Earnings per share (cents) 
Gross dividend per share (cents) 
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ng in MPH and masked a decline | 
from M$1.9 million to M$1.69 million 

~in KSM's own pre-tax figure. (MPH 
itself saw its pre-tax profit fall from 
M$24.1 million to M$21.9 million be- 
tween 1981 and 1982 but KSM gained 
from equity-accounting its MPH 
stake in 1982.) Chairman Oon Seng 
Lee — Lee San Choon is honorary 
president — put the decline else- 
where in KSM down to the “difficult” 
economic situation but promised bet- 
ter things in 1983 (accounts not yet 
available) because of an expected 
economic upturn and rationalisation 
within KSM. 

From 1 July 1983, KSM units be- 
came redeemable at a price equiva- 
lent to the market value of MPH 
shares. (Prior to that KSM members 
had been able to sell these units to 
KSM at M$2 each.) Oon saw the fact 
that relatively few unit sales were 
made after that date as a token of 
"members' confidence in the future of 
MPH." Meanwhile, KSM has paid di- 
vidends in the form of scrip (20% 
bonus) for the past three years, having 
last made a cash (10%) payment in 
1979. — ANTHONY ROWLEY 


verse takeover is the inclusion in it of 
property developer Grand Ocean 
Development, a Chinese (Hainanese) 
clan association company which will 
be taken over by TCM and whose 
shareholders will thereby achieve in 
effect a public listing. This is seen as 
part of Tan's strategy of beneficence 
towards an influential group of voters 
as was the setting up of "service centres" 
(in effect "surgeries" for constituents) 
by Tan at his own expense as a national 
vice-president of the Malaysian 
Chinese Association (MCA). Tan’s cri- 
tics and rivals in the local Chinese 
community like to claim that such 
moves are diversions (like his “skirm- 
ishes" within the MCA) to detract from 
problems within Supreme which has 
recently closed down certain of its 
chemical operations. But Supreme's fi- 
nancial record, at least, is good. 
Profits certainly have been less erra- 
tic than those of MPH over the past five 
years, and Supreme's dividend record 
has been a good deal more steady. 
Neither has it relied on asset sales and 
extraordinary profits to boost earnings 
in the way that MPH has. And it has 
nothing like the heavy loan gearing of 
MPH. But Supreme is clearly much less 
of a political affair than is MPH — even 
if it is run by the same skilled political 
animal that is Tan. | —ANTHONY ROWLEY 
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HongkongBank Group: 
increase in profits 1n 1983 





- pu. | 
Mr M G R Sandberg, cse, Chairman, reports: 


Results for 1983 


Despite worldwide economic adversities in 1983, the 
group once again increased its profits, to HK$2,492 
million, an increase of 5.7 per cent compared with 1982. 

At the Ordinary Yearly General Meeting a final 
dividend of 37 cents will be recommended. 

As in previous years, a bonus issue will be 
recommended, this time on the basis of one new share 
for every four held. 

Your Board expects to be able to pay at least the same 
quantum of dividend for 1984 as for 1983 — not less 
than HK$0.44 per share as increased by the recom- 
mended bonus issue. 


The Economic Situation 
During 1983 we could see the global economy begin to 
emerge from its long and deep recession, but there has 
been an uneven pattern of recovery. 

The Asia-Pacific region is going to be a prime testing 
ground for the ability of the banking system to cope 
with the problem of resource allocation. During 1983 
the region as a whole demonstrated remarkable 
resilience in the face of difficulties shared with other 
major trading and producing areas. 

Expansion of Hong Kong's economy accelerated in 
the second half of the year and into 1984 when exports 
showed record figures and order books were being 
rapidly filled. Action to stabilise the Hong Kong dollar, 
taken by the Government in the autumn of 1983, brought 
about a steadying of business confidence which has 
continued since. 

Confidence has subsequently been boosted by 
progress in the discussions between the United Kingdom 
and The People's Republic of China on the constitu- 
tional future of Hong Kong. This sentiment rests on the 
general expectation that the final form of the agreement 


will embody assured recognition of Hong Kong's 
distinctive needs. 

Greater overseas investment in Hong Kong during 
1983 indicates how the territory's prospects are now 
perceived by its growing community of international 
investors, both individual and corporate. Your Bank 
shares this confidence and looks forward to promoting 
the economy of the territory, not only in its home base, 
but through our worldwide network. 


New Headquarters 

Work on our new headquarters building, in Queen's 
Road Central, has settled down to a smooth and rapid 
routine of construction, and we can now look forward 
to the first phase of occupation, in July 1985, starting 
with the banking hall. 


Commercial Banking 

Although we faced intensifying competition and 
difficult trading conditions in all our main operating 
areas, the results nonetheless show that our operations 
remain strong. Fortunately by the standards of other 
leading banking groups around the world our exposure 
to the difficulties of sovereign debt is comparatively small. 

The Hang Seng Bank has again produced good results 
and undertook a significant role in supporting industrial 
sectors in a difficult period. 

Our Area Office China was closely involved in the 
increasing commerce between Hong Kong and The 
People's Republic of China, and our close association 
with China over more than a century is an established asset. 

Marine Midland Bank reported income growth of 
16.2 per cent which brought profits in 1983 to just over 
US$100 million; our partnership constitutes a source of 
real strength to both banks. 

The British Bank of the Middle East again reported 
increased results, despite the drop in Middle East oil 
revenues and region-wide political problems. 

HongkongBank opened further branches in various 
centres, as far apart as Valparaiso and Leeds. The 
representative office in Taiwan has now been upgraded 
to full branch status. 

In the first half of 1984 we plan to open a 
representative office in Stockholm, the first permanent 
presence for the group in Scandinavia. 


MAIN RESULTS 1983 1982 
HKS millions 
Total Assets 470,315 379,186 
Issued Capital 5,720 5,200 
Total Shareholders’ Funds 19,586 15,606 
Group Profit 2,492 2,357 
Transfers to Reserves 504 440 
Total Distribution 1,258 1,144 
HK$ 
Earnings per share (adjusted) 1.09 1.03 
Dividend per share (adjusted) 0.55 0.50 


Merchant Banking 

Our merchant banking operations had a difficult year, 
affected both by adverse conditions in the world 
markets and by some local problems. These adversely 
affected the performance of Wardley Limited in 

Hong Kong in the first half of the year. However, 
developments in the second half of the year have struck 
a more positive note. 

Wardley Australia had a particularly good year. 
Wardley Middle East and Equator Bank Ltd continued 
to expand their operations and contacts in the markets 
of the Middle East and independent A frica respectively. 


Finance and Investment 
Grenville Transportation Holdings Ltd, which holds our 


transportation portfolio, produced very satisfactory results. 


Our hire-purchase and finance companies in Hong 
Kong, Brunei, Malaysia, Singapore and the Middle East 
all reported satisfactory results. 


Insurance 
The Carlingford and Gibbs Insurance Groups continued 


their expansion, both geographically and in services. 
The cross-marketing of group capabilities is gaining 
wider recognition for the group's insurance strength. 


HIGHLIGHTS FROM THE ANNUAL REPORT 


E Group profits of HK$2,492 million, up 5.7% over 1982 


E Dividend of HK$0.55 per share 
(1982: HK$0.50 adjusted) 


BB Bonus issue of one for four 


li Marine Midland Banks, Inc reported net income of 
US$101 million, up 16.29/o over 1982 


BB The British Bank of the Middle East reported an 8% 
profits increase to £22.4 million 


BB Hang Seng Bank Limited reported profits of HK$770 
million, up 7.9% over 1982 

BB Wardley Limited, our main merchant banking arm, 
recorded reduced profits but after consolidation is 
expected to become a major force in the industry 


BB Wardley London Limited (formerly Antony Gibbs & 
Sons, Ltd) achieved modest results during a vear of 
reorganisation and restructuring 


BB Finance and investment companies reported very 
satisfactory results in a difficult year 


BB Carlingford and Gibbs Insurance Groups continued 
to expand, both geographically and in services 


<x) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank Hongkong Bank of Canada 
The British Bank of the Middle East 
Hang Seng Bank Limited Wardley Limited 
Wardley London Limited 
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Some of the worlds historical 
landmarks are named Oberoi.. 
where yesteryears service is still 
our pride and joy. 


You can recognise this kind of service instantly when you 
check in at the Oberoi Imperial Singapore with over 600 
tastefully furnished rooms. 

From then on, your every need is attended to in all our facilities. 
Secretarial services in the Business Centre; three specialty 
restaurants — Indian, French and Chinese; continental and 

local cuisine at The Coffee Shop; pool, bar, disco and 
the health centre to fill your leisure hours 

And should you prefer to go shopping, you can do so in your 

own time, at the lobby shopping arcade or in the main shopping 

belt, just a few minutes away 
We believe it's the small things our guests remember 
best of us. A credential shared by each and every one of the 
other Oberoi hotels around the world. 


Quite simply, we look after you better. 


Where vester year s service still lingers c on. 
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noa X ley Hist Sin Oa DOft i, ^ic j 1666 Te x Y? Hi | HS; I^ ud { anie impernote (Cowling ompany Hind Hotels 
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Kuwait Airways offer the best of 
Eastern and Western cuisine served 
with traditional hospitality. 


Kuwait Airways offer convenient con- 
nections to all the major cities in the 
Gulf, Middle East, Europe and on to 
USA - all in the comfort of the most 
advanced fleet of B-747s, B-727s and 
the latest Air Bus - 310s. 








LONDON ® 
i AMSTERDAM 

9 FRANKFURT 
/ € PARIS 


BOMBAY 


For further information 

contact your local travel agent 

or Kuwait Airways - 

Bangkok - Tel. 2515855 

Kuala Lumpur - Tel. 201934. 201964 
Manila - Tel. 8172662. 8172633 
Seoul - Tel. 7530041. 2. 3 


Where east meets west Singapore - Tel. 912730 
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he trading profits of the Bank 
- and its subsidiaries for the year 
: ended 31 December, 1983, 

including the Bank's share of associated 
companies profits, amounted to 
£308 million. After deducting interest 
on loan capital the profit before taxation 
was £268 million, compared with £242 
million in 1982. 

This increase in pretax profit of 11 

per cent over the previous year reflects a 
reasonable overall performance when 
account is taken of the difficult world. 
trading background, which resulted in a 
significantly higher level of bad debt 
provisions against the loan portfolio, the 
amount rising from £83 million to £134 
million. The net effect of exchange 
| movements on profits was almost neutral. 
. X After deduction of taxation and 
minority interests, the profit attributable 





> basis explained in the notes to the 
accounts, the calculation of earnings per 
-share takes into account the rights issue 
- of last May, and amounts to 77.1 pence 
-per share for the year, compared with 
~ 85.7 pence per share in the previous 
"year. 
|^ — Arising from the Chancellor's 
; proposed changes, the Bank has decided 
-. "to make full provision for deferred 


. |... taxation on United Kingdom equipment 
e leasing; , consequently, a charge of £36 
-F million has been included in extra- 


- ordinary items. This is partly offset by a 
.« Profitof £24 million following the sale of 
| a major office building in California. 
: Án interim dividend of 9.5 pence 
` per share was paid in October and the 
recommendation of the Board is for a 


final dividend of 18.5 pence. The total 








2.8 times by earnings. © 


In May shareholders provided £98 


million net of expenses in new equity by — 





way of a rights issue. In November’ 


US$200 million of subordinated capital. | 
debt was raised by an issue of floating —— 
rate notes and the proceeds were received = 
in early January 1984. Capital resources 
were also augmented by retained profits... 
before extraordinary items of £70 million. 
These developments have enabled the 





Group to sustain a continuing large. 


investment programme in buildings: 


and equipment, as well as to support 
further growth in our various banking 
businesses. The continuing 1 ‘need to 


maintain our capital ratios is well before- 


us and further surplus asset disposals 
will take place. | 


By the end of 1983 total share: 


ito shareholders excluding extraordinary. Holders funds stood at £1,270 million. 


“items amounted to £114 million. On the’ and total capital employed in the Group, (d | 








including loan capital and mino 
interests, amounted to £1919n 
i roüp encountered 
widely varying business condition as 5 
the world emerged from the depths of 
the recession. In some areas the Gr 
achieved encouraging gains and; among 
these, it is particularly pleasing to record 
the strong performance of the sub- 









7 sidiaries i in South Africa and California; 
this reflects much credit on the efforts of 
the local management in these highly 








competitive markets. - ! 

In the rest of Africa good trading 
results were diminished in sterling. 
terms by a number of currency  devalua- 
tions, as several Governments strove to 
implement policies of adjustment to a 


. more difficult external environment. 


. Confidence factors dotninated the 


payment for he year — Bp penc TEE 
share on the increased capital is covered | 


turing companies which wer 


back into profit. How 


incurring — — an steps | | 


E LAM sector in Hong Kong En year 
and we had to make substantial 










provisions in respect of so 


by the property market situation. — — 
However, there wasan impressive. 26 per 


cent increase in exports in 1983 whichis | 
remarkable evidence of the Hong. Kong 
economy s resilience and adaptability i n 

. responding to opportunity. In Malaysia | 
„and Singapore, where trading perform- [s 
. ance was rather flat, results were 
. enhanced by exchange rate movements, ` 
as compared with 1982... | 


In the United Kingdom our w whole 
‘ale businesses in the City had a st 
ful year and Chartered Trust — nk 


commercial banking | 





with teal E i i Decenber 19 98. 
thus. creating one of the largest merchant 
banks in the City. 

Towards the end of last year we - 


announced our intention of applying to. e 


join the Bankers Clearing House. We -7 


have since agreed to a temporary delers d 


ment of our application because the _ 
Clearing Banks first wish to undertake a 
thorough review of the implications of 
wider membership. 

Plans to reorganise the Standard 
Chartered Group, so that "Standard 
Chartered" becomes the name of the 


~~ Bank as seen by the public more widely 
around the world are in hand and are 


expected to be well advanced by the end 
of 1984. 




















=; Both Japanese ind — 
| M brokerage houses benefit 
from the present arrangement that 
requires investors in the Japanese 
stockmarket to pay, in many cases, 
more than double the brokerage com- 
mission that applies in the United 
States. Other parts of the Japanese 





financial system, notably interest 


rates, may be undergoing deregula- 
tion, but so far fixed brokerage com- 


‘missions have escaped close scrutiny. 


Japanese financial authorities 
began the process of deregul: 
mainly in response to foreign pres- 





sure. But foreigners have no special 


voice in the matter of brokerage 
commissions. Negotiated rates and 
openly competitive discount sche- 
dules are also denied to Japanese 
investors and so discrimination i is not 
an issue. 


Domestic pressure to abolish fixed 


commissions is just beginning to de- 
velop. Japanese institutional invest- 


ors such as trust banks are being buf- 
feted by the prospects of losing 


privileges in the wake of deregulation 
and are looking at costs they must ab- 
sorb by the continued existence of 
privileges elsewhere in the system. 
Moreover, Japanese institutions, 
which in the past have usually been 
content to hold fairly 


foreign practices of fund manage- 

ment, but also the realisation of miss- 
ed opportunities to make huge profits 
in the stockmarket over the past 18 
months. 


More frequent trades . naturally | 
mean brokerage commissions will 
figure more importantly in their | 


business results and this considera- 
tion is affecting their formerly toler- 
ant attitude towards high fixed com- 
missions, 

Domestic institutions constitute a 
potentially powerful lobby; but they 
have not pressed their case as hard as 
they could, partly because the greater 
need to do so has become visible only 
recently. Open criticism of fixed 
commissions is just beginning to sur- 
face. In April, the president of the 
Trust Banks Association of Japan 
publicly complained about high 


brokerage commissions, adding that | —— — 
lower stock investment costs would | EZ 


improve the return on trust funds to 
beneficiaries. 

Shroff has learned that domestic 
institutions have informally talked 
with Ministry of Finance (MoF) offi- 
cials about deregulating brokerage 
commissions. But no "formal" dis- 





| place, a Misiingtion that fadicates dl 


Stable 
. portfolios, are planning to become 
more active traders. This is partly a | 
result of increasing acceptance of | 





what anearly stage the debate still is. 
Currently, brokerage commissions 


in Japan range from 1.25% for trans- 


actions below ¥1 million (US$4,440) 
and 0.55% for those above Y100 mil- 
lion. Thelowest commission in Japan 
of 0.55% compares to 0.25% obtaina- 


ble in the US. In J apan, the tax on all 
- Stock transactions is 0.55%, so that 


the small-scale investor would be 


m paying 1.8% on each buy or sell order. 


should be noted that when 
foreign brokers receive an order, the 
commission is split — 73% to be re- 
tained by the foreign broker and 27% 
to go to the member of the Tokyo 
Stock Exchange executing the order. 
Currently, no foreigner holds a seat 
on the Tokyo exchange. If a seat be- 
came available, it would probably 
cost about ¥1 billion, a very dis- 
couraging price. 
One high-ranking official dealing 


with the issue of brokerage commis- 


sions, who obviously sympathises 


with the securities houses, offered the 


following rationale for preserving the 
present system. He said the govern- 
ment has adopted a broad policy of 
deregulating interest rates since in- 
terest rates are naturally determined 


- by supply and demand, but broker- 


age commissions are fees for stock 
trading. While the price of a stock is 
freely determined by market forces, 
fixed commissions set a fair return 


E for work by brokers. 


“We do not see any need” to change 
the system, this source maintained, 


adding that brokerage commissions | 
are not.on the list of financial | 
liberalisations requested by the US. 


Some investors may not be overly 
impressed by this argument, espe- 


cially in view of the periodically soar- | 
ing profits registered by securities | 


houses as à whole. But there is one 
concern of the MoF that will be dif- 


ficult to refute. If Japan were to adopt 
deregulation in this area, it would 
probably not be the big firms such as 


Nomura and Daiwa which would suf- 
fer the most. Many smaller firms, 


. which rely greatly on business from 


individuals, might not be able to sur- 
vive in a more competitive environ- 
ment. 


The Japanese practice of 
i 7 jamakudari, or descent 
from heaven, is sometimes a reward 
for bureaucrats who have attained a 
high post and are ready to retire from 
government. Amakudari refers to 
such officials taking jobs with pri- 





vate companies. The jobs are usually 


| cials during their tenure of gov 


measures which involve the nation 


| tasks of J apanese prime ministers. 


took advantage of amakudari. ` 
represented about 8.6% of ret ir 
.bureaucrats with comparable- ra 


Trade and Industry enjoy. Th ese tw 
ministries alone employed 8'3 of tl 


 amakudari last year. The C onstru: 
tion Ministry and the Minist ry of 


 riculture, 
were the other most pop ula r rlaup 


on interest payments, 


ata fixed exchange rate- — dollar-de- 
“nominated yen-linked loonds whie 


bonds and hence exenapt. from th 
withholding tax. ; 


| for low-yield convertiloles, since the 


and will be issued i in London, 











































































the companies off'ering them happ 
to have been reguilated by these of 


ment service. 

Amakudari is naturally said toe 
courage among bureaucrats a certa 
sympathy for those sectors of t 
economy they oversee. As potential 
future employers, private companies 
are said to have more than adequa = 
access to the corridors of pow 
Overcoming ministerial objections 


interest, but which harm a particul 
sector, has been one of the onero 


cluding Yasuhiro Nakasone. : 

The debate over liberalising the 
panese economy, whether in finan 
or trade, can hardly be divorced 
the vested interest some bureau 
have in.protecting their constitu 
Last year according to a governr 
report, 267 high-ranking bureauc r 





but the percentage figure does n, 
veal the full implications. i 

Most ministries do not have t he. a 
thority over the economy triat t 
MoF or the Ministry of Intern ation 


267 civil servants who benefi ted fro 


Forestry and Fish 


Ing pads for second c careers , 


— in ee uro) 'yera 1 bod 
still subject to a 20% w itl iholdin; 
but priv 
companies now are allow ed to 1ssu« 


are classified as foreign currenc 


Euroyen bonds will still be usef 


withholding tax in such cases will } 
far less of a consideration to inve 
ors. According to bond experts, the 
MoF was “not happy” about the ta 
loophole but accepted the arrang 
ment after long discussions with fi- 
nancial institutions. Chubu Electric 
will be making a five-year US$44.34 
million issue on 22 May. The bond 
wil carry a coupon of 6:6: 
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| High rents and falling to ouri: 
threat to retailers, qve prong strike" action by some 





By Lincoln Ka ye 


uu retailers, large: and small, 
share a common dilemma through- 
out this bazaar of a- city-state: sky- 
high rents and falling numbers of cus- 
tomers. Shopping centres have tradi- 
tionally provided the main tourist at- 
traction and source of entertainment 
for the locals. But tourist arrivals are 
on the decline. (dropping. 3.5% last 
year) and world recession has taken its 
toll on local consumerism. With their 
receipts at an unexpectedly low ebb, 
shop-holders find .. themselves 
swamped by high overheads — mainly 
rentals fixed in the heyday of the now- 
collapsed property market. 

To make the squeeze worse, retailers 
who pass their high costs on through 
their price only drive customers away 
in the long run. Singapore's deservedly 
tarnished i image asa bargain shoppers' 
paradise. is largely blamed for the 
slump in tourist arrivals. Joseph Kong, 
deputy director of the Singapore 








Tourist Promotion Board, directly 


accuses retailers of "strangling the 
goose that laid the golden egg." 
Militant boutique owners took mat- 
ters into their own hands earlier this 
year with a peculiarly Singaporean 
version of a wildcat strike: 20 of them 





By Teresa Ma 


9» igns of recovery are evident in the 
Hongkong property market but the 
upturn will be slow, according to the 
1984 Property Review. recently pub- 
lished by the Rating and Valuation De- 
partment. Excessive supply remains 
and will continue to be critical. - 
Indications are that supply will bur- 


 geon in all property sectors in 1985 
after a b. Soe tae this heed Piper 





demand will slov rly balance out on nthe 


basis of increased activity in 1983 and 
the more realistic outlook of develop- 
ers. He attributed 1983's take-up surge 


in alb property categories to lower 


| rentals, prices and interest rates as 





ania pose a major 









shut down their shops in the smart 
Pavilion Inter-Continental Hotel for a 
day to demand rent cuts. At least seven 
Pavilion shop-holders backed up their 
demands with a rent strike. So did “be- 


tween 15 and 20" tenants of the re- 


cently opened Centrepoint complex, 
according to management, with some 
rents running as. much as 10 months in 
arrears. 

Management's . poned relief in 
these two shopping centres was far too 
little, tenants complained. Centrepoint 
offered reductions in service and 
promotional charges amounting to 
about S$5 (US$2.4) a sq. m., plus a 10- 
day rent rebate for tenants of more 
than seven months' standing. The 
Pavilion offered a 20% rent reduction 
contingent upon a two-year extension 
of the lease beyond its mid-1985 ex- 
piry. Rents in both places commonly 
run to much more than $$150 a sq. m. 

Other shopping-centre manage- 
ments have been more generous. After 
a 1983 cut of 20% off all shop rentals at 
the centrally located Scotts Shopping 
Centre, Jones Lang Wootton ad- 
vised in April further reductions of 
26-52% to tenants willing to sign up 
for another one-year lease at the new 





 Hongkong's d ida: market is expected to recover slowly 
but o over Supply remains. a critical problem 


well as the relaxation of rent control. 

But his optimism carried a cautious 
note: "A continued high level of take- 
up and any significant political or 
economic shifts could, however, 
quickly change the balance of supply 
and demand since the number of units 
involved was comparatively small.” 
Fry said also that badly managed 


shopping arcades and older, poorly 


serviced flatted factories will retard 


t- | recovery. Added to this is the problem 
| that vacancy is growing at a rapid rate 
. .|.in: older commercial districts and in 

- | buildings located. outside the estab- 


lished commercial areas: 
The most successful sales in 1983 


- were in small residential units which 


at the end of the year registered a vac- 


ancy rate of only 4.6% of stock. Supply 


of residential property is forecast to go 
down by 15% to 20,200 units this year, 












rates. And at Orchard Point, a state- 


developed shopping complex in the 
shadow of Centrepoint, rents were 
slashed by 50%. 

Altruism hardly motivates such 
management concessions. In the wake 
‘of a dispiritingly sluggish Christmas 
season, landlords had every reason to 
fear that some of their tenants could go 
under, and “too many instances of re- 
tailers going broke in their centres 
would lead to poorer business for the 
rest," cautioned the daily Singapore 
Monitor. "Nothing fails like failure." 

Orchard Point provides a particu- 
larly poignant illustration. Shoppers 
are few in its cavernous, five-storey 
chrome-and-tile interior. As of Feb- 
ruary, when the rent cuts were an- 
nounced, only 25 of the 120 shop units 
were occupied. "Who's going to ven- 
ture into this cavern to visit a boutique 
flanked by empty storefronts?" asked 
one clothier on an upper storey. "After 
all, there's such a thing as critical mass 
in a shopping centre.” 


ttracting a critical mass of retailers 
will grow harder in coming months 
as a whole new generation of shopping 
centres comes on stream. More com- 
plexes are due for Orchard Road: deve- 
lopments such as Orchard Square, 
Wisma Indonesia, Singapura Forum, 
Adelphi, Promenade and Paragon. 
Mega-malls are also starting to 
sprout up far from the traditional re- 
tail hub: Liang Court opposite the 
downtown Fort Canning Park, Park- 
way Parade and People's Park in sub- 
urban Katong, Raffles City and Marina 
Square on reclaimed harbourside land. 
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but is expected to swell to a record 
35,000 units in 1985. About 20% of the 
completions in 1985 will be from the 
so-called Private Sector Participation 
Schemes, according to the review. 

Under these schemes, private-sector 
developers join the government in 
building residential estates for sale to 
lower-income groups and are respon- 
sible for marketing space set aside for 
retail stores and other commercial ser- 
vices within the estate. 

For larger units of 100 sq. ms and 
above, a substantial supply — in excess 
of 2,000 units — is expected fcr the 
next three years. The 1983 vacancy 
rate was a much higher 10% despite an 
increase in take-up. Geographically, 
vacancy was most severe in the New 
Territories' new towns, industrial es- 
tates and rural villages. 

Arcade-shop space comprised some 
60% of commercial property supply in 
1983, according to the review. Some 
10.1% of stock remained unoccupied 
and vacancy was found to be higher in 
older buildings. The most acute vac- 
ancy was in the Tsimshatsui district, 
Hongkong's top tourism and shopping 
spot. Supply in 1984 is estimated at 
175,000 sq. ms, a 65% drop from 1983. 
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Altogether, retail space is expected to 
increase by 50%, or 530,000 sq. ms, be- 
tween 1983 and 1987, according to 
Jones Lang Wootton's projections. 

So, despite their short-term squeeze, 
retailers can look forward to a buyers’ 
(or renters') market in shop space over 
the next several years. The old rent re- 
duction-cum-extension formula will 
not be enough to draw tenants; land- 
lords are already forced to come up 
with more creative blandishments. 
Hard-pressed hotelier Hendra 
Rahardja (REVIEW, 3 May) broke new 
ground with a package linking rentals 
to retailers' sales receipts at his re- 
cently opened Orchard Road Meridien 
Centre, where more than a third of the 
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shop units remain vacant. A similar 
scheme is planned for Singapore 
Land's Marina Square. 

Other developers offer retailers en- 
hanced service rather than (or in addi- 
tion to) breaks in the rent. Parkway 
Parade features children’s play- 
grounds and plaza activities; People’s 
Park Katong boasts striking architec- 
ture; Liang Court and its anchor ten- 
ant, Japan's Daimaru department 
store, shelled out nearly S$2.5 billion 
in promotional spending for its start 
up. Besides a spate of broadcast and 
print advertisements, Liang Court re- 
portedly even paid a bounty to taxi- 
drivers taking customers to its out-of- 
the-way location. oO 
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Supply of offices in 1984 is estimated 
to be a modest 233,000 sq. ms, but 1985 
will see twice that amount of space 
available, adding some 30% to stock in 
two years. The stock of office space by 
end-1985 will be about 4.5 million sq. 
ms, double that available at the begin- 
ning of the decade. The excess will be 
hard to absorb: in 1983, office premises 
had vacant space totalling 800,000 sq. 
ms or 20.6% of stock — the highest rate 
in all property categories. 

Again, Tsimshatsui was the hardest 
hit, followed by Central district, the 
heart of Hongkong's banking and fi- 
nance businesses. Hongkong Island 
will be burdened with some 95% of top 
accommodation available in 1985. 
More than half the offices available in 
1985 will be at the top end of the mar- 
ket — including the Hongkong and 
Shanghai Banking Corp.'s new head- 
quarters and Exchange Square. "The 
cloud on the horizon is 1985 when some 
180,000 sq. ms, mainly in two build- 
ings, is due to come on stream," the 
review said. 

Tenant mobility is high as a result of 
attractive start-up packages offered 


by developers, but the office market is: 


not likely to have an upturn in 1984. 
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Private lives—again 


b i Swire Pacific seeks to buy out minorities in its 
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property arm and thereby increase its flexibility 


By Christopher Wood in Hongkong 


n announcement on 28 April by 

Hongkong's Swire Pacific that it 
proposes to buy out the minorities in 
its 72.5%-owned subsidiary, Swire 
Properties, appears ostensibly as a 
vote of confidence in the territory. Ob- 
servers were quick to contrast the 
Swire move with the decision by Jar- 
dine Matheson to switch its legal 
domicile to Bermuda, a move which 
has been interpreted in the most 
bearish light (REVIEW, 12 Apr.). 

But though Swire Pacific will be 
paying out HK$1.35 billion (US$173.1 
million) in cash and shares — the scrip 
element works out at a more than 20% 
premium to the last dealt share price — 
to buy out Swire Properties under the 
proposed scheme of arrangement, the 
move is not dictated by any particu- 
larly upbeat view on Hongkong prop- 
erty. It stems primarily from Swire's 
desire for greater flexibility in the 
management of group affairs, a flexi- 
bility which could allow it to reduce its 
commitment to Hongkong. 

It is common knowledge that the 


—— Swire Group, or more precisely the 
— — Swire family, which still holds 48% of 


the voting equity of Hongkong-quoted 
Swire Pacific through its London- 


: — based private company John Swire & 


Sons, has always regretted the floating 
of Swire Properties in 1977 (REVIEW, 4 
Aug. '83), a decision taken when Fi- 
nancial Secretary Sir John Bremridge 
was Swire taipan. The flotation raised 
HK$133 million — money not then 
really needed — at a time when Hong- 
kong's property market was just be- 
ginning to heat up. 

Saddled since with a separately 
quoted properties division, the Swires 
have not enjoyed the flexibility to 
switch the cash earned from property 
to other divisions of the group more in 


need of it, required as they are to ac- 


count to minority shareholders — a 
consideration the Swires take more 
seriously than many other controlling 
shareholders of Hongkong public com- 
panies. 

This diminished room for man- 
oeuvre was important because Swire 
Properties is a valuable cash cow to the 
group on account of its large 53-acre 
land-bank of former industrial and 
dockyard sites on the east of Hongkong 
Island, now being developed into the 
the vast middle-income housing com- 
plex, Taikoo Shing. This land was ac- 
quired at virtual nominal cost years 
ago. 

If the scheme is approved by the 
minorities — a document will be 
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posted to shareholders containing pro- 
fits forecasts for both Swire Pacific 
and Swire Properties as well as up-to- 
date property valuations — there will 
henceforth be less obligation to chan- 
nel the cash from further sales at 
Taikoo Shing back into property deve- 
lopment in Hongkong. This is import- 
ant as there are still another 30 towers 
to sell after 1984 at Taikoo Shing, rep- 
resenting some 4,800 flats. So far 
Swire has built 9,525 flats there, and 
by the middle of March it had sold 
9,354 of them. There is also another 
1.64 million-sq. ft site available, the 





Saiwanho reclamation, adjacent to 
Taikoo Shing. 


his means that Swire is, if anything, 

likely to curtail its future role in 
property in Hongkong, a bearish fac- 
tor. That would be common prudence 
given the extent of the group's current 
commitment to Hongkong. In 1982 its 
Hongkong-based operations were re- 
sponsible for 56.3% of total group (pri- 
vate and public) pre-tax profits, ac- 
cording to John Swire & Sons' latest 
set of accounts. 

Moreover, when Swire has tried its 
hand at property development in the 
past by buying sites at prevailing mar- 
ket prices, rather than just taking ad- 
vantage of an inherited cheap land 
bank, results have not been auspicious. 
In the 1983 figures a HK$80 million 
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for completion in 1986, which was 


taken on at the height of the property 
boom. 

In terms of the timing of the an- 
nouncement, Swire management 
claims to have been primarily influ- 
enced by the desire to be fair to both 
sets of shareholders. For example, if 
the buy-back had been proposed dur- 
ing the depth of the property slump — 
Swire Properties traded at a low of 
HK$4.625 last year against the close on 
27 April of HK$6.60 — Swire Pacific 
would have been accused of taking ad- 
vantage of bombed out prices. Still the 
timing may also have been influenced 
by recent personnel changes. The new 
chairman of Swire Properties is David 
Gledhill whose group responsibilities 
have previously been on the shipping 
side. Until this year Swire Properties 
was run by John Spink, a property spe- 
cialist. 

Under the terms of the scheme, 
Swire will also be 
profiting from the 
recent strength of 
the Swire Pacific 
share price which 
has been the market 
leader among Hong- 
kong blue chips. 
The terms are that 
Swire Pacific will 
exchange 130 of its 
Class A shares plus 
HK$1,610 in cash 
for every 500 Swire 
Properties shares, 
working out at 
slightly more than 
HK$8 for each 
Swire Properties 
share. Whether 
there is any dilution 
effect will depend 
on whether the 
extra 27.5% of 
Swire Properties 
earnings which will 
now be consoli- 
dated into Swire 
Pacific accounts 
outweighs the extra number of shares 
created. i 

Freed from the obligations of a sepa- 
rate quote, the property side will be- 
come just another group division. The 
others are aviation, shipping and 
offshore activities, industry and trad- 
ing. In 1983 Swire Pacific reported net 
earnings up 39% to HK$837 million on 
the back of a record year from airline 
Cathay Pacific, which contributed 
around HK$620 million, while Swire 
Properties earned HK$330.4 million 
net helped by HK$131.8 million taken 
above the line from the sale of various 
investment properties in the United 
States. It is such strategically timed 
sales that Swire will have more discre- 
tion over in future with only one rather 
than two sets of shareholders to 
satisfy. oO 
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If the strength of a country lies in its natural resources, Australia is ü 
surely the land of the future. Almost weekly it seems, exploration e | lona 
such as this is discovering rich new oil fields. Sharing in this wealth o 
are the investors with National Australia Bank. Al Ke stra fies 


Natic mal Commercial Bz anking | 
Corporation of Australia Limite: 








If you are seeking U.S. dollar financing, Euro-currency dealing 
funds management, trade finance, or new investment 
opportunities, discover how our bank, backed by assets of over 
$US22 billion, can open up new possibilities for you. 





Contact National Australia Bank now. 


Singapore Branch: Tel: 91 7655 Telex: 21583 NATAUS. National Australia Finance (Asia) Ltd.: Tel: 21 7836 Telex: 61738 NATHK 
Representative Offices: Beijing, Tel: 330193. Tokyo, Tel: (03)2111531. Seoul, Tel: 3131526. Jakarta, 16i. 360209 390P4012/A 







. Asia houses over half of mankind. Everyday events are 
— happening here that not only shape Asia's future but af- 
_ fect the entire world. Asia 198.4 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
— medium puts the economic, social and political realities 
. of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 95th Edition 
. The Asia 1984 Yearbook, celebrating its 25th anniver- 
- sary, is bigger and more comprehensive than ever be- 
| -. fore. Matching the rapid pace of Asian development, we 
-have gone into greater detail, with deeper insight, to pro- 
- duce a book that anyone who hais any dealings with Asia 
should have on the bookshelf. 


. Features 
y . The Asia 1984 Yearbook inclucies two new chapters in 
— the Special Section, namely Ciommodity Futures and 
— Asian activities at the United Neitions. You will find fami- 
E liar chapters and features as well: a Regional Round-up, 
. The Power Game, Population & Food, Development 
Banks. Asian Finance, Asian Investment, Energy, Com- 
p modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 
. The main body of the book contains chapters on 31 
E countries. Each is divided into 3 sections — Political/ 
. Social Affairs, Foreign Relatioris, Economy/Infrastruc- 
= ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
. cluding a full military profile of every country. 


-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
_ Politics and Social Affairs, Foreign Relations, Economy 
| and Infrastructure. The Yearbook gives you localised, 
= first-hand information on everything from market poten- 
= tial and population trends to foreign aid involvements 
= and social and cultural landmarks. Each section has 
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also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 
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To: Publications Division, 
Far Eastern Economic Review, 


G.P.O. Box 160, 
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iro its net income to P403.6 
million (US$28.83 million) and its 
sales revenue to P6.46 billion in 1983, 
up 30% and 16%, respectively, over 


corresponding figures in the preced- 
ing year. The strong performance en-- 


abled the brewery-based conglomer- 


ate to reinvest P244.9 million or 61% 
of total net income in expansion and. 


modernisation of its facilities. 
Meanwhile, net income of Atlas 
Fertiliser Corp., which belongs to the 
Soriano group, more than tripled to 
P23.3 million in 1983 from P5.3 mil- 
lion in 1982, but board chairman 
Eduardo Soriano said the earnings 
jump would only compensate for the 
"substantial shrinkage" of peso pur- 
chasing power. Sales revenue ex- 
panded 40.37% to P420.7 million 
from P299.7 million as a result of in- 
creased production of acids and fer- 


tilisers as well as higher selling | 
prices. On average, the company sold- 


its products at P2,214 a ton last year 
compared with P2, 019 in 1982. 


~~ LEO GONZAGA. 


Mixed year for mines 

Last year saw a turnaround for the 
Philippines' Atlas Consolidated Min- 
ing and Development Corp. but a de- 


terioration in results for Marinduque 


Mining and Industrial Corp. Atlas re- 
ported a net income of P99.4 million 
(US$7.1 million) compared with a net 


loss of P295.4 million in 1982. Newly | 
elected chairman Juan de Ibazeta | 


said that demand for the metal would 
ultimately outstrip supply and Atlas 


would benefit from cost-cutting pro- 


_ jects. The net loss of Marinduque 
 swelled to P4.31 billion from a previ- 
ous P1.96 billion principally due to 
high finance charges. Its sales re- 
venue of P1.67 billion was wiped out 
by interest expenditures of P1.92 bil- 
lionon total debt of P17.37 billion. 


OOHL declines ] 


Orient Overseas (Holdings) (OOHL), 
the Hongkong-quoted vehicle of the 
Tung shipping group, reported net 
profits after minority interests and 
provisions for anticipated losses on 
ship sales of HK$122.8 million 
(US$15.7 million) for year-end 1983, 
26% down from the 1982 figure of 
HK$166.2 million. Extraordinary 


losses came to HK$64.7 million 
mainly on provision for losses on the 
closure of businesses and for diminu- 
tion in the value of associated com- 
panies. | 

But boosting overall perform- 
ance was a HK$194 million exchange 





j el Corp. oft * M shipping market remained depressed 





though, nearly all E bulk 


charter ind so were not affected by | 


current market conditions. A final di- 
vidend: of 8. 5 D & cents. was recom- 






cycle and car maker, reported a re- 
cord consolidated net income, up 


32.3% to ¥95.6 billion (US$409 mil- 
lion) for the year ended 29 February. 
Total sales rose 6.5% to 2.37 tril- 


lion. Despite a levelling-off of car 
sales, which accounted for 61.696 of 


total sales in volume, their value was 
up 8.4% as higher-priced cars sold 
well. Sales of power products and 


parts increased 24% and 13% respec- 
tively. 

Motorcycle sales dropped both in 
volume and value. Substantial im- 


provement in the operations of major | 


subsidiaries in Japan and abroad 
contributed to the increase of net in- 
come. The parent company paid a 
Y 11.5 dividend (including a ¥1 com- 
memorative dividend for its 35th an- 
niversary), up from € 10 the previous 
year. In the current term, a 6-7% rise 
in sales is expected. — —KAZUMI MIYAZAWA 


Cold comfort 


Mounting interest expenses and dis- 
appointing returns from its devalua- 
tion-beset Australian associates de- 
pressed pre-tax earnings of Singa- 
pore's food-based Cold Storage 
group to $$32.9 million (US$15.79 
million) in the year ended 31 January 
1984 (compared to 5$34.6 million in 
the previous year). The drop came de- 
spite a marginal rise in group operat- 
ing profits to S$26.1 million. Deve- 
lopment profits on the group's newly 
opened flagship Centrepoint shop- 
ping centre rose 9?5, to S$9 million. 
With its tax rate down to 38% (42% 


previously), the group managed to 


eke out a 5% rise in after-tax profits, 
to S$4.04 million. At the same time, 


the firm revalued its assets by 45% to _ 
~~ LINCOLN KAYE 


$$350 million. 


Magnum gain 


Magnum Corp., a subsidiary of 
Malaysia's Multi-Purpose Holdings, 
saw group pre-tax profit rise 12% in 
1983 to M$42.6 million, compared 
with M$38.1 million the previous 
year. Turnover increased by 6% in 
1983, reaching M$719.6 million, and 
after-tax profit climbed to M$23.8 
million, from M$19.9 million the pre- 
vious year. 
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M$15- 1 “million ! 
the previous year, t 
— 
minority interest a 
ordinary gains. (In 1! T | 
posted M$34.2 million in extraordin- 
ary gains.) Magnum declared a sec 
ond interim dividend of 10% which 
brings the total payout for 1983 to 
15%. ~ JAMES GLA 


Stores slacken 


Japan's top two department stor 
suffered from sluggish consum er í 
mand — unconsolidated total sziles i 
Mitsukoshi dropped 4.3% to ¥52 
billion (US$2.3 billion) and fe 
Takashimaya rose by just 2% to Y476 
billion for the term ended 29 Fe 
ruary. Mitsukoshi's net profit «x 
¥5.7 billion. £ 
Takashimaya posted a drop 
44.3% to ¥2 billion in net profit. Di 
vidends for Mitsukoshi were X6, 
drop from * 10 in the previous terry 
and for Takashimaya unchanged a 
¥7.50. = KAZUMI MIYAZAW 


Telephone firms 


Philippine Long Distance Telephon 
Co. realised a net income of P398. 
million (US$28.3 million) from an 
operating revenue of P2.49 billion in 
1983 compared vvith P217.5 millio 
from a revenue of P1.62 billion in 
1982, despite a devaluation-relate 
hike in net financial charges to 
P774.7 million from P469.3 million 
or up P305.4 million. — LEO GONZAGA 


| Acoje pares llosses 
Acoje Mining Co., sole metallurgical 
chromite producer in the Philippines ; 
reduced its net loss to P25.4 million 
(US$1.8 million) in 1983 from P48. 
million in the prececling year as pro 
duction rose to 100,461 tonnes, the 
highest in 10 years, from 96,370 ton- 
nes. Chrome concentrate export pric 
improved to a US$68.45 per tomm 
average from US$66.10. —LEO GONZAGA 


Ka Wah Bank up 


Ka Wah Bank, a Hon, gkong: -quoted 
bank with close Malaysian links, an- 
nounced a 5.7% rise in reported con- 
solidated profits after tax, minority 
and transfer to inner reserves for. 
1983 to HK$58.6 million (US$7.5 mil- 

lion). A final dividend of 7.5 HK cents 
is recommended makin; a total of 
12.5 cents, a rise of 10% after adjust- 
ing for a scrip issue, and absorbinj 
HK$45.5 million. The board is seek- 
ing an unconditional miandate to 
issue additional ordinary shares not 
exceeding 10% of the issued capital. 
| — A CORRESPONDENT 
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T Some gains, some losses 


ASIAN mar kets continued to do their own thing, largely ignoring surges in New York 
a nd Londori, in the period to 30 Apr. Performances were mixed with gains outweigh- 
ing lo'sses. Hongkong was the biggest loser and New Zealand the star gainer. 


i 
H INGKONG: Share prices took a beating in 
the wake of British Foreign Secretary Sir Geof- 
frey Howe's sitatement that Britain would relin- 
quish its sovereignty over the territory after 1997. 

The Hang Seng Index plummeted by nearly 80 
points to close the period'at 1,037.06 while average 
daily volume amounted to a thin HK$156.58 
million (L/S$20.07 million). Speculation over a 
further rise in prime lending rate also contri- 

buted to ‘the general bearishness. An announce- 

_ ment by S;wire Pacific of its intention to purchase 
| the balarice of its lisied property subsidiary eli- 
cited negiative response from punters. 


NEW ZEALAND: Tne upward trend in prices 


_Steepened as individual investors surged back 
_ into thre market in the post-Easter period. Turn- 
over w as light, intensifying the effect on prices of 
a reasonably widespread buying move. Demand 
or forestry stocks was particularly strong. NZ 
Forest Products rights were bid up strongly as 
- investors scrambled back into the stock they had 
sold to Wattie/Goodman at the end of 1983 at 
lower prices. Interest rates began to show signs 
of easing, also helping the share-price trend. 


STRALIA: in another dull period volume re- 
mained thin. Hopes were raised on the final day 
vith the release of consumer price index figures 
for the first quarter showing a declining 
ir ationary trend with the index growth drop- 
Ping on an annualised basis to 7.6%. Generally, 
oils and industrials tended to be firmer while 
mining stocks were weaker following interna- 
tional metal prices. Oil counter Santos remained 
under a cloud following its recent decision to 
raise A$150 million (L/S$138.25 million) from a 
one-for-four rights issue. The Australian All-Or- 
dinaries Index closed the period at 756, down 3.3 
points. 


- SEOUL: Institution al investors led a revival in 
prices following the doldrums of the past few 
| periods. The index rose by 3.47 points to 135.6, 
- the highest for the year, and average trading vol- 

ime was up 5.46 million shares to 18.4 million. 
e dominance of institutional investors and 
concentrated price increases in a few areas — 
particularly in pharmaceuticals and electronics, 
where industrial iridices rose by 13.39 and 13.36 
points respectively — have led some to suggest 
that speculation has played a key role in the re- 
= cent run on shares;, and the Securities Exchange 
= Commission has announced it will examine the 
trading pattern of electronics shares. 


MANILA: There was brisk buying at improved 
prices of B shares of mines listed both at home 
and abroad on currency-spread considerations 
as talk of a pos't-election peso devaluation per- 
sisted. Atlas alone moved P8.86 million 
(US$632,000) worth of this type of share, roughly 
- one-third of total value turnover of P27.5 mil- 
. lion, at a half- peso price markup. Yet its A slip- 
. ped by 30 centavos. The mine index lost 16.84 
- points to close at 1,065.60. The commercial-in- 
dustrial index rose 0.27 of a point to 131.99 
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mainly on the strong showing of San Miguel. Oils 
lacked buyers in the absence of drillsite news, 
their index marginally up at 0.757 of a point. Vol- 
ume turnover reached 156.48 million shares. 


SINGAPORE: Volume remained thin as the 


market continued its downward drift, with 
Fraser's Industrial Index closing the period off 
33.39 points at 5,533.06. Continuing qualms over 
infighting in the Malaysian Chinese Association 
continued to overshadow Wall Street's strong 
performance. Market sources claimed, however, 
that institutional investors showed signs of a 
cautious return. Nonetheless, speculative plant- 
ation issues still showed the most action. Daily 
turnover averaged S$20 million (US$9.62 mil- 
lion) compared with $$17.2 million previously. 


KUALA LUMPUR: A rebound at mid-period 


took the market to its best performance since 
February, with impressive gains scored by fi- 
nance, tin and rubber stocks especially. The re- 
surgence caught analysts by surprise, as political 
uncertainty in the Malaysian Chinese Associa- 
tion continues to overhang the market. Improved 
performances on Wall Street helped buoy senti- 
ment which many analysts believe has been de- 
pressed artificially by local events. Total volume 
traded rose by a quarter over the previous period, 
reaching 30.4 million units valued at M$124 mil- 
lion (US$54.31 million). Blue-chip counters also 
rose significantly, led by Esso. 


TOKYO: in a holiday-shortened period the 
market regained the 11,000 level on brisk trading 
that tapered off towards the end. Buying often 
centred on low-priced issues but moved in tune 
with new developments such as Nippon Kokan 
agreeing to purchase a 50% interest in the United 
States National Steel Corp. Investors were reas- 
sured by consecutive gains in Wall Street, and 
foreigners were thought to be net buyers in 
Tokyo. Blue chips were in demand, as were some 
cyclical stocks. The Nikkei-Dow Jones Average 
closed at 11,016.28, up about 300 points. 


BANGKOK: prices made good gains at the 
Securities Exchange of Thailand in the period, 
with cements igniting a broad-based rally. There 
were signs of excess liquidity but credit limits 
imposed by the central bank could put a 
brake on any improvement. Economic funda- 
mentals and rumours that some cement com- 
panies’ first-quarter earnings would exceed those 
of the previous year helped sentiment. Average 
daily turnover was Baht 37.67 million (US$1.64 
million). 


TAIPEI: Despite the announcement by the 
Securities and Exchange Commission early in 
the period of tighter credit policies in financing 
stock purchases, the market continued its march 
to new heights. The weighted price index on the 
last day of trading closed at 938.30, up 22.91 
points. The surge of buying was led by institu- 
tional investors. Average daily turnover reached 
a value of NT$1.75 billion (US$43.72 million). 
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Aust. All-Ordinaries Index 
24 Apr. 759.1 
25 Apr. closec 
26 Apr. 752.8 
27 Apr. 753.8 
30 Apr. 756.0 
Change on week -0.43% 


Amati 350 06 60 
Ampol Exploration 428 — 23 
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Boral 3.61 08 42 
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BHP 1138 13 38 
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CIG 270 31 $2 
Cartion United Brewery 405 43 35 
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CSA 371 -08 49 
Dunlop Australia 169 18 59 
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Peko Wallsend 510 12 03 
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Smith H 388 0a 58 
Thomas Nahonwide Trans 1 92 11 63 
Western Mining 43) 05 05 
Westpac 384 08 65 
Woodside 1.25 42 — 
Woolworths 234 13 64 
Hang Seng Index 
Ss ts 
DEAR ee i ee 
26 Apr. 1,070.7C 
27 Apr. 1,054.30 
30 Apr. 1.037.0€ 
Change on week -7.06% 
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BankolE A 25 00 16 26 
Cheung Kong 9.15 80 49 
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utctuson Whampoa 17.20 28 26 9 Yamaha Motor 519 “16 — 
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Korea Od Holding 855 00 +110 70 
Korean Airlines $02 00 +14 32 
Lucky Ltd 770 00 tt 1 52” 
Samsung Electronic 935 00 +05 54 
Samwhan Corp 800 00 +67? ? 

Sunayung 530 00 +19 76 
Korea Intemabtonal Trust USS 11 42316 -56 as 
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Weighted Index 











24 Apr. 924 73 
25 Apr. 913.15 
26 Apr. 924.35 
27 Apr. 928 49 
28 Apr. 930.34 
30 Apr. 938.30 
Change on week *25196 
30OApt. "change % 
NTS onweek yleld 
Asia Cornent 32.40 06 40 
Cathay Const 32 00 $3 78 
Chena Rebar 12 10 21 
Chung Hwa Pulp 3320 09 24 
Chung Sheng Textile 22 80 4) 
Far East Textile 26 50 19 15 
Formosa Plastic 35 70 35 26 
Nan Ya Plastic 37.10 t! 27 
Tawan Cement a2 20 47 
Tatung 21 50 64 - 
USI Fa East 35 00 '8 72 
Yue Loong Motor 15 50 45 -— 






SOURCES 


Japan: Nomura Intemational (HK), Hongkong: Hongkong Stoct 
Exchange. Hang Seng Bank Australia anc Singapore: Reuters 
Philippines: Anselmo Trimded & Co Thailand: Book Club 
Finance and Secontes Co. Mew Zealand: Renou! Partners. 
South Korea and Taiwan: Vickers da Costa & Co (HK) Lid 
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; On Christmas Eve, 1979, the Soviet Union 
- launched a massive air and land assault on 

Afghanistan's capital, Kabul. A KGB “hit | 
squad" gunned down the country's communist m 
leader Hafizullah Amin and his imm ediate 


family. Babrak Karmal's regime was in 
.. on December 27th. The invasion left We 
. Observers wondering not only — 
| whether, this bn major turn in 


| “Pitched against the Soviet! ied 
25 bte oat warriors —— in 1 the 7 


with Sovi 


Don’t miss this best 


possible account of the latest colonial P 


rape of a nation and the implications 
for the rest of the world! | 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit- and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern | 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
viet troops and gunships as he 
accompanied guerillas several times into 
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I a panic reaction to the Japanese 
attack on Pearl Harbour and the 
start of the Pa cific War in December 
1941, the C'anadian Government 
evacuated thie: entire Japanese-Cana- 
dian population of British Columbia 
— some 22!,000, including 13,000 
Canadian-born — from their homes 
in a minor Ciiaspora that Nobel Peace 
Prize-winning former prime minister 
Lester Pearson called "this black 
mark on Canada's otherwise excel- 
lent record in human rights.” 

Now, more than 40 years later, Ja- 
panese-Ca.nadians are quietly, but 
persistently, pushing for an apology 
from the federal government, and 
redress for vast property losses suf- 
fered during World War II. 

Recent: political events, the Liberal 
Party le:adership race and the likeli- 
hood of a new federal government 
within, :à year may further delay this 
long-irwaited recognition. But a 
House of Commons all-party com- 
mittee report on "visible minorities" 
seemet] a first step forward in a long, 
frus'criating struggle. 

"Parliament should officially ac- 
knowledge the mistreatment ac- 
cor ded to the Japanese . . . and the 
government [should] undertake 
negotiations to redress these 
wrongs,” the report recommended. 
T’his; is exactly what the National As- 
Stociation of Japanese Canadians 
( N/AJC) has been demanding. 

The wholesale shifting of the com- 
mianity, making all Japanese-Cana- 
dians prisoners for the duration of 
the war, was the result of longstand- 
irig West Coast racism that saw minor 
race riots in Vancouver early in the 
century. Both the Royal Canadian 
'Mounted Police and the Department 
of National Defence, which saw no 
danger from their presence along the 
coast, argued against it. But despite 
the views of the police, military and 
senior civil servants, vocal Japanese- 
hating British Columbia politicians 
swayed Canada's peculiar, racist 
prime minister, W. L. Mackenzie 
King. 

Of the deportees, about 60% were 
Canadian-born, 20% naturalised 
Canadians and 20% Japanese citi- 
zens. Some were herded into live- 
stock pens at the Pacific National 
Exhibition fairgrounds, then shipped 
east. Many worked in road camps, 
others on labour-short Prairie sugar- 
beet farms. Some 12,000 idled away 
the war years in tar-paper shacks in 
detention camps. 

Some 1,200 young men were kept 
with German U-boat crews in pri- 
soner-of-war camps in northern On- 
tario. Initially, families were broken 
up. The deracination was permanent. 
The Japanese community, once con- 
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centrated on the Pacific, is spread 
throughout some 16 centres across 
Canada. 

In 1945, King ordered the relocated 
Japanese to go to Japan or move east 
of the Rockies in a "second evacua- 
tion." From 1946, some 4,000, many 
Canadian-born, went to impover- 
ished, war-torn Japan. Many re- 
turned when immigration from 
Japan was again allowed after 1952. 
Japanese-Canadians were not al- 
lowed to return to the coast until 
April 1949, four years after the end of 
the war (the same year they received 
the right to vote). Fewer than 7,000 
returned to the province. 

Despite this woeful beginning, Ja- 
panese-Canadians have rebounded 
to become highly successful in busi- 
ness, the arts and academia (though, 
curiously, they play little part in poli- 





tics). The dispersal has spawned a 
minor literary outpouring, from Ja- 
panese who spent their childhood in 
the concentration camps, and from 
other Canadians disturbed by the 
events. 


ow, spurred in part by a United 

States congressional committee 
which recommended, in February 
1983, that compensation be given to 
its 60,000 surviving Japanese-Ameri- 
can internees, Japanese-Canadians 
are reviving the issue here. Younger 
Japanese-Canadians born in the 
camps or after the war are behind the 
movement, while many of the older 
Japanese who were incarcerated 
would rather forget. 

So the 44,000-member Japanese 
community is divided on the issue. 
Not all Japanese-Canadians are in 
favour of pushing for redress. George 
Imai, former president of the NAJC, 






says that many fear reopening the old 
wounds. Others caution that large 
cash reimbursements might cause a 
backlash. And Order of Canada reci- 
pient Jim Kojima, who was born in an 
Alberta internment camp, insists that 
the internment avoided a violent con- 
frontation with white Canadians. 

The issue is being revived “mostly 
by people who weren't even involved 
in the camps," he told a newspaper 
recently. The dispersal of the Japan- 
ese community, along with the post- 
war guilt of the white majority, has 
increased the community's accep- 
tance into the Canadian mainstream. 
Most of those who lived through it do 
not want to drag it up again, he said. 

But the NAJC has unanimously re- 
solved to seek official acknowledg- 
ment from the government of the in- 
justices committed against Japanese- 
Canadians; to seek redress for viola- 
tion of human rights in the form of 
compensation, and to seek review 
and amendment of the War Measures 
Act and relevant sections of the Char- 
ter of Rights and Freedoms so that no 
Canadian will ever again be subject 
to such wrongs. 

"In the US, they have a charter of 
rights. In Canada, we did not until 
two years ago," notes former NAJC 
president Gordon Kadota. In fact, ac- 
tion taken against the Japanese- 
Canadians was perfectly legal, under 
the War Measures Act. "We are the 
only people in Canada who were in- 
carcerated for racial reasons alone. 
Our experience should benefit the 
whole country," Kadota said. 

Although the association has not 
yet officially contacted the govern- 
ment, it has had informal talks (and 
sent on the Winnipeg resolutioins) 
with the Department of Multicul- 
turalism, the Justice Department and 
the Prime Minister's Office. 

Prime Minister Pierre Trudeau has 
shown little sympathy for the cam- 
paign, saying that he would not be in- 
clined to pay compensation "for acts 
which have perhaps discoloured our 
history in the past," and that "I don't 
believe in attempting to rewrite his- 
tory." But a senator from the ruling 
Liberal Party, Jerry Grafstein, has 
filed a motion urging the federal gov- 
ernment to set up a C$50 million 
(US$39.18 million) fund to compen- 
sate survivors of the evacuation. 

Some Japanese-Canadians now 
believe that at least the acknowledg- 
ment of the injustice will come within 
the year. — GARRY MARCHANT 
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"At Varta Pte Ltd in 
Singapore, the HP computer 
systems speed up our testing 
process by 10-fold.” 


"One of our two HP1000 systems handles 
automatic testing of nickel cadmium 

batteries and has increased the testing rate 
tremendously. It saves us in the region of 
half a million Singapore dollars per year." 


Varta is one of the world's largest 
producers of batteries. Its products range 
from minute consumer batteries to huge 
industrial ones. 


Mr. Helmut F. Glaser, Technical Manager 
of Varta Singapore, says, "We also use the 
HP1000 to maintain our worldwide 
intormation file, which enables us to asses 
research needs, project sales, compare 
performance. Easy access to this 
information definitely gives us an 
advantage in the market. 


"With this file on line, we can generate 
comparison reports for management 
meetings in hours instead of months, as 
before. And simple reports only take 
minutes. 


"HP was the only vendor offering a total 
solution to our needs. The availability of 
professional support service and the 
reliability of the hardware are other 
reasons for choosing HP. In fact, we're so 
impressed with the productivity delivered 
that we have recommended it to our 

R & D labs and manufacturing plants in 
Germany.” 


You should consider a working partnership with HP. Now. 


Call or write to your local office. 


AUSTRALIA 

Melbourne, Victoria Office 
Hewlett-Packard Australia Pty. Ltd 
BLACKBURN, Victoria 3130 

Tel: 89-6351 


HONG KONG 
Hewlett-Packard Hong Kong. Ltd 
HONG KONG. Tel: (5) 832 3211 


INDIA 
Blue Star Ltd 
BOMBAY 400 025. Tel: 4226155 


INDONESIA 
BERCA Indonesia P T. 
JAKARTA. Tel: 373009 


JAPAN 


Yokogawa-Hewlett-Packard Ltd 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 


KOREA 


Samsung Electronics 


SEOUI 


Tel: 555-7555, 555-5447 


MALAYSIA 
Hewlett-Packard Sales (Malaysia) Sdn. Bhd 
KUALA LUMPUR. Tel: (03) 943022 


youexpect  — 
partnership with 


Packard? 


1t Malaysia Mining 

orporation (MMC), the HP1000 
ymputer paid for itself 

ı six months." 


alaysia Mining Corporation is one of the 
gest tin mining corporations in the 

orld, with trading offices in London, New 
rk and Antwerp. Its Malaysian head 

ice also handles engineering works, pipe- 
e design, railway construction and other 
ril engineering functions. 


r. Ritakamal Sadiman, Head of the 
»mputer Section, says, "We started with 
HP3000 computer three years ago to 
ndle special projects, cash-flow 

ojection and market analysis for tin. We 
're so pleased with the result that we 

ve upgraded the system, and purchased 
HP1000 for our technical department. 


he productivity gain with this new 
stem is just as spectacular. For instance, 
ustomer requested 1,000 sheets of maps 
15 weeks, a job normally requiring 35 
»erienced draftsmen working full time. 
th an HP1000 computer-aided drafting 
item, we delivered on time with just 

ee draftsmen. 


fectively, the HP1000 system paid for 
If in a mere six months while giving us 
edge over competitors. 


ur experience is: once you've started 
ng an HP system, you'll never go back. 
'eady, all but one MMC division are 
nputerized — and happily so." 


'HILIPPINES 

he Online Advanced Systems Corporation 
Aetro MANILA. Tel: 815-3811/6 
INGAPORE 

lewlett-Packard Singapore (Pty.) Ltd. 
INGAPORE 0511. Tel: 631788 








TAIWAN 

Hewlett-Packard Far East Ltd 

TAIPEI. Tel: (02) 712-0404 
THAILAND 

UNIMESA Co. Ltd 

Suriwong., BANGKOK. Tel: 2340991 / 3 


Productivity. Not promises. 


LA eackarn 





























Total assets: 115 100 million 
Swiss francs [31 12.83) 


Capital and reserves: 
5 900 million Swiss francs 


Head Office: 
Bahnhofstrasse 45, Zurich, 
240 offices throughout 
Switzerland 

Worldwide network: 
Europe: London. 
Luxembourg. Madrid. 
Monte Carlo, Moscow 


North America: 

New York, Chicago. 

Los Angeles, San Francisco, 
Houston, Cayman Is 
Montreal. Toronto. Calgary 
Latin America: 

Mexico. Panama, Bogota. 
Caracas. Sao Paulo 

Rio de Janeiro. Buenos Aires 


Middle East: Abu Dhabi 
Bahrain, Beirut, Teheran 


Far East: Tokyo, Hong Kong 
Singapore 


Australia: Sydney 
Africa: Johannesburg 
^J 


eo 7! 


"Investment Advice? Definitely UBS. 


And rightly so. To meet the needs of 
a wide range of potential investors — 
private, corporate or governmental — 
takes a major bank. 


A bank with long-standing inter- 
national experience and tradition in 
investments. Backed up by a team of 
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all there is to know about risks and 
prospects, market trends and port- 
folio management. 







(UBS) 
G 


— 


Union Bank 


Talk to us and discover for yourself of Switzerland 


how UBS can help you reach your 
investment objectives. 
International banking is our business. 


~*~ 







specialists who analyse and evaluate 


| 


i? 
ag 
g 


PF" 





British J Caledonian 


Whether you're on business or 
on holiday, being in London is 
always a pleasure. 

No other city offers so much 
history, pageantry, culture and enter- 
tainment. 

And with British Caledonian, 
your enjoyment starts as soon as you 
get on the plane. 

(Ourreputation for friendly, 
efficient service is the envy of other 
airlines.) 


— DCN 





Andifyoucharge vourscheduled 
tlight tickets tothe American Express 
Card, you will automatically receive 
tree Travel Accident Insurance? 

You can also use the Card [o pay 
for British Caledonian’s special 
Breakaway packages. 

These include 2 nights in the 
hotel of your choice, sightseeing 
tours and car-hire, all at special rates. 

' [heres no easier way of seeing 
Royal Windsor, historic Bath and 
Cambridge and Shakespeare 
Strattord-upon-Avon. 

Be sure to take the American 
Express Card with you, too. 

It can take care of your duty- 
free goods on board and most of your 
hotel, restaurant, shopping and 
entertainment expenses on the trip. 

For more information about 
places to visit in Britain, just send us 
the coupi T) below. 

In the meantime, vou can look 
forward to seeing one of the most 
fascinating cities on earth. 

And we'll look forward to seeing 
VOU. 


We neverforget you have a choice. 


BRITISH TOURIST AUTHORITY 
| c/o British Caledonian Airways, 
14th Floor, South China Building, 
1-3 Wyndham Street,Hong Kong 
| Central, Hong Kong. 
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Colourful Bangladesh 


Portrait of Bangladesh by Nawajesh Ahmed. Elite 
Printers, Dhaka. US$20. 


I: this well-produced album, Nawajesh, an agri- 
cultural scientist by profession, but a photo- 
grapher of international repute, presents a colour 
profile of Bangladesh, focusing on the country and 
its people, and capturing the bliss and agonies of 
everyday life. He attempts to project realistically 
the human condition in Bangladesh. 

Although his apparent preoccupation is with peo- 
ple — farmers, fishermen, day-labourers, vendors, 
rickshaw-pullers, village women and children — in 
natural, rural settings, he has also ventured into 
landscapes, and not only the ordinary "scenic" var- 
iety. He explores the aesthetic appeal in the abstract 
form of a brickfield, in the circular arrangements of 
betel leaves, the curvatures in a bunch of drying jute 
sticks or in a powerline pylon under construction. 
Both the form and the theme become alive and vi- 
brant. 

Nawajesh successfully uses colour as a means of 
expression, to capture the atmosphere, stress a 
mood or heighten tension. This, his second album on | 
Bangladesh, has already generated some interest at |8 > on ft es 
a recently concluded New Delhi book exhibition. It || Saf X Es. 
is a well-produced album by any standard and |B * PT EE 


proves that the Bangladeshi printing industry has |' P ' 
come of age. — S. KAMALUDDIN Bangladeshi images by 





Les Hotels Meridien Singapore. 


Say ‘hello’ to a Singaporean and his 
friendly reply could be in any one of four 
languages. 

In a place noted for its cultural diversity 
a new culture has joined in. 

The Meridien Singapore. 

Superbly situated in the heart of 
fashionable Orchard Road, the Meridien 
Singapore introduces a decidedly French 
emphasis in service and cuisine. 
France's acknowledged culinary master, 
Louis Outhier, oversees the elegant 
Restaurant de France. There is also La 
Brasserie for authentic French country 
style cooking and the quick service La 
Terrasse Cafe, plus all the facilities and 
services a business traveller demands. 
At the Meridien Changi-Singapore, 
which opens in mid 1984, the tranquil 
rural setting will offer sailing, swimming 
and golf. 


We look forward to py? 
greeting you soon WAP 
with a friendly 


‘bonjour’. MERIDIEN 


GROUPE AIR FRANCE 





For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Meridien Singapore, 100 Orchard Road, 
Singapore 0923. Tel: 7332878, 7338855, Telex: RS50163 HOMERL There are over 40 Meridien hotels worldwide in Tokyo, Hong Kong, at Hong Kong 
airport, Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. 
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The Hotel Meridien Singapore and Hotel Meridien Changi-Singapore are owned by the Harapan Group. 
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LETTERS 


The church in Korea 

Your cover story 
The Cross as 
Catalyst [19 Apr] 
seems to be con- 
cerned much more 
with the political 
interaction between 
church and state 
than with what mis- 
sionaries have done 
and are doing to in- 
troduce and spread the word of Christ 
in Korea 

Shim Jae Hoon's opening article 
spends the first six paragraphs quan- 
tifving the believers and theii 
churches, quotes Cardinal Stephen 
Kim as saying this is “a golden age of 
Christian proselytising," then rhetori- 
cally concludes that South Korea is 
fast becoming “ the first Confucian 
country to turn predominantly Christ- 
lan." 

But he then goes on to an exposé 
of non-mainstream Christian cults and 
revivalist sects, "undercover" Con- 
fucianism and alleged venality in 
South Korean churches. This leaves 
only five paragraphs out of 18 to deal 
with facts that are pertinent to the 
"phenomenon" of the existence of 
7 million Christians in South Korea 
And these five paragraphs illustrate 
the imbalance of the article (and the 
feature in general): Shim gives scant 
attention to the effect of the Korean 
War and the vacuum the foreign mis- 
sionaries filled afterwards 

It has been foreign missionaries who 
have laid (and constantly support) 
many of the Christian foundations of 
charity since the civil war. Yet there 
was nothing in the feature concerning 
the presence and effect of the leper 
colonies, poor-houses, orphanages, 
trade schools, homes for unwed 
mothers, TB centres, free clinics, inno- 
vations in the mental-health field and 
instruction in various fields of 
academics, funded and built by foreign 
missionaries who, on the whole, havea 
prestigious role and reputation 
throughout modern South Korea 

Nor was there any mention of how 
foreign missionaries carry with them 
the prides and prejudices of the or- 
ganisations that spawned them, and 
how this affects relationships between 
missionary groups and their adherents 
throughout South Korea 

One has only to visit the few lan- 
guage schools in Seoul where most new 
missionaries study Korean, to hear 
their respective gospels. One only has 
to ask around to learn of the trans- 
plantation of the age-old dispute be- 
tween the Roman Catholics and Pro- 
testants on Korean soil 

Most important though, in these 
times of trials and tribulations, is that 
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one has only to look around South 
Korea to know mirror images of 
Mother Theresa exist throughout the 
peninsula, and that in the final 
analysis Christianity is not a political 
but a spiritual philosophy. 

Seoul MICHAEL S. DRUMMOND 


The old religion 


I was disappointed that your cover 
stories on the rise of Christianity 
in South Korea made only pass- 
ing reference to Buddhism while 
stressing the role of Confucianism. 
There are about 12 million Buddhists 
and 7,000 Buddhist temples in the 
country — and Buddhism was intro- 
duced into Korea as early as AD 372, 
long before Confucianism had any 
significant influence there. 

The view that Korea is solely a Con- 
fucianist country is unfortunately 
widespread. Although Zen is a Japan- 
ese word, a visit to some of the great 
mountain monasteries of South Korea 
would verify that there, as in no other 
Buddhist country, is the original 
Chinese Ch'an discipline, including 
poverty, celibacy and inoffensiveness, 
still practised today. 

World Buddhists must acknowledge 
the debt we owe to Korea, not only for 
its many contributions to art and liter- 
ature but for its earnest efforts to pre- 
serve Buddhist traditions. 

Osaka KEN KAWASAKI 


"When vou arrive 
at The Regent, Hong Kong, 
vou know 
vou ve arrived." 
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Pride and prejudice 

Allan Healy [LETTERS, 22 Mar.| obvi- 
ously has not read Singapore Prime 
Minister Lee Kuan Yew's 1983 Na- 
tional Day speech. Anyone familiar 
with Lee's public and not-so-public 
statements on IQ and heredity is well 
aware of his firm convictions on this 
matter. They were explicitly stated as 
far back as 1969, when he defended the 
Abortion Bill in parliament in overtly 
eugenic terms. 

Lee prides himself on running his 
nation as a meritocracy. In the true 
spirit of liberal meritocracy, no indi- 
vidual should be disadvantaged by 
birth, family background and cir- 
cumstance, gender, ethnicity, or any 
number of social handicaps. The 
claims of liberal meritocracy to social 
justice rest precisely on this assump- 
tion, that individuals gravitate to their 
social stations in life in accordance 
with their individual abilities, and 
furthermore that this was uncon- 
strained by the above factors. 

In this view, a socially enlightened 
state has a responsibility to identify 
and reduce those disparities that pre- 
vent individuals from competing on a 
genuinely equal footing. Such, for 
example, was the rationale behind the 
school bussing and desegregation pro- 
grammes for ghetto children in the 
United States. 

Furthermore, in this sense the wel- 
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fare state is fundamentally not an 
institution of social charity, the 
misrepresentations of conservative 
ideologues notwithstanding. If this 
much is accepted, what are we to 
make of Singapore’s claims to merit- 
ocracy? 

The efforts of Lee and his colleagues 
to induce graduate women to produce 
more offspring have resulted in 
policies which favour already- 
privileged women, and, conversely, dis- 
criminate against less-educated (and 
less-privileged) women. So, for in- 
stance, we have regressive policies 
such as special tax rebates for 
graduate women for their third and 
subsequent children, preferential 
placement for their children in the re- 
public’s elite schools, and so on. Such 
policies are obviously not designed to 
promote social mobility or equity; 
rather, they would further entrench 
the already privileged. 

The tragedy of it all is that these 
policies derive from prejudiced beliefs 
in IQ and heredity, which were encour- 
aged by a body of scientific data now 
known to be seriously flawed and, in 
the most important case, downright 
fraudulent. 

That Lee should persist in his po- 
licies in the face of all this in- 
dicates that he is either an unremit- 
ting hereditarian, or a most illiberal 
meritocrat, or both. 

CHAN CHEE KHOON 
Lecturer 
Development Studies Programme 


Penang Universiti Sains Malaysia 


Answer to an insult 


Soviet Foreign Minister Andrei 
Gromyko's recent remarks about 
Prince Norodom Sihanouk — to the ef- 
fect that the Cambodian people cannot 
have faith in him because he is “more a 
tourist than a head of state" [REVIEW, 
19 Apr.|] — cannot be allowed to go 
without reply. 

Under Sihanouk, up to April 1970, 
the Khmer people were happy and 
fully enjoying life in freedom, democ- 
racy and prosperity. Industrial and ag- 
ricultural development was consider- 
able, to the extent that exports out- 
weighed imports. Politically, the coun- 
try was sovereign, free, independent, 
neutral and non-aligned. 

By contrast, since 1979, with the 
Soviet Union's complicity, Cambodia 
has been under the rule of the Viet- 
namese invaders. They have bled the 
country white by exploiting its re- 
sources and taking its produce back to 
Vietnam. 

Gromyko's remark insulted not only 
Sihanouk, but the Khmer people, who 
consider him their greatest nationalist: 
the Asean and United Nations mem- 
bers who recognise him as president of 
the Democratic Kampuchea coalition, 
and the great number of heads of state 
— both communist and non-com- 
munist — who have invited or will in- 
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LOS ANGELES Hospital management in 
Los Angeles, tangerines in 
Osaka, two real business op- 
portunities. And two locations 
served by the intemational net- 
work of Banque Indosuez, now 
covering 65 countries. 

Banque Indosuez owes its 
efficiency to a network which 
includes North America and 
18 countries in Asia - Australa- 
sia as well as the major coun- 
tries of Western Europe and 
the Middle East, with roots 
going back in some cases to 
the last century. 

Los Angeles, Osaka, Hel- 
sinki, Nairobi, Bangkok, Wel- 
lington, Hong Kong, Riyadh... 
its in-depth experience makes 
it possible for Banque Indosuez 
to help its clients take advan- 
tage of opportunities through- 
out the world, no matter how 
unusual or unexpected. 

A French international bank 
with human dimension, a reli- 
able partner aiding business 
to expand, providing trade 
and export financing: Banque 
cm- | — Indosuez opens up a whole 
— \ world of opportunities. 


INDOSUEZ. - 
A WHOLE WORLD 
OF OPPORTUNITIES. 
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turn. 
Five years ago, our children could 
not gain admission to foreign univer- 





sities because of the low standard of- 
Pakistani education, and the latest 

graduates from Pakistan face tre- 
| mendous difficulties in getting their f. 
i qualifications recognised abroad. My | 


own daughter was educated at Lahore 


| ' Grammar School, but its standard is 
not equal to the Queensland public 





schools. This increasing gap will even- 
tually isolate Pakistan.: 
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e Philip Bowring replies: The society 
officers know full well that 
member tried repeatedly to persuadi 
the society to investigate the auditing 
of Carrian. It is the society itself whick 
determined that the requests were noi 
"properly" presented. Its governing 
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about the Carrian group have emerged 
since the request for investigations eas 
first made in early 1983, the society 
still done E nothing about: 
matter. 




























I guess Pakistan's. rulers have one | | 


consolation — the illiterate are politi- 
| CREER more malleable than the literate. |: 
| | P. A. BUTTAR |. 
Lecturer |. 
Dept of Commerce | 


James Cook University 


No complaints 


.Your article The drowning pool [26 


Apr.] made reference to the Hongkong 
Society of Accountants repeatedly 
turning aside requests for an investi- 
gation into the auditing of the accounts 
of Carrian Investment. 

I have explained the position of the 


society in two letters [9 June, 30 June 


'83]. The society has not received a 
proper complaint about the Carrian 
audit under Section 34 of the Profes- 
sional Accountants Ordinance, and 


is therefore not in a position to refer 


the matter to the disciplinary com- 
mittee. 
I consider the words "repeatedly 


turned aside requests for an investiga- 


tion" to be most misleading. Philip 
Bowring has mentioned previously 
that one ("informal") complaint had 
been made with the society and indeed 
this is the only one that the society has 
received about the Carrian audit. This 
matter was not pursued as the com- 
plainant declined to furnish further 
evidence nor did he prefer a formal 
complaint under Section 34 when re- 
quested to do so. 

Rest assured, the society is highly 
concerned about the matter com- 
plained of, but as it is a statutory body 


jt must act within its legal framework. E 
"The society's long-range _ planning 


working party is now looking at ways 
to enable the society to take the ap- 
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discuss possibilities of 
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tainer, or employment 
basis. 
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The row within the Malaysian 
Chinese Association now looks 
like going to court. Meanwhile, al- 
legations in a Hongkong trial also 
cause a stir in Malaysia. 


Page 18 

Hongkong is getting a lot of pro- 
mises from China — but not much 
more. And it seems to have pre- 
cious little support from Britain. 


Page 20 
Philippine President Ferdinand 
Marcos pulls out all the stops to 
ensure a much-needed election 
sweep. 


Page 29 

Japanese Prime Minister Yasuhiro 
Nakasone keeps a polite distance 
on his visit to India. 
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In a rare exclusive interview only hours after his 
return from China, President Ronald Reagan has 
told the Review of his hopes and plans for en- 
hanced trans-Pacific cooperation. The president 
gives his impressions of the modernising China, 
defends American fiscal policies with regard to 
Japan and explains his hopes for democracy in 
the Philippines. He also elaborates on his search 
for world peace — not least in Indochina and Af- 
ghanistan. Editor Derek Davies and Washington 
bureau chief Nayan Chanda report on the presi- 
dential interview. Pages 30-32. 
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Macau’s majority will get the vote 
— but do they want it? 
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Pope John Paul Il’s visit to South 
Korea is a welcome confidence- 
booster. 
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Vietnam seems unworried — de- 
spite involvement of its troops on 
two fighting fronts. 
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The Asian Development Bank's 
liberal lending policies provoke 
concern among donor members. 
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Singapore's union scene may be 
peaceful, but some union mem- 
bers question whether it is useful. 
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Japan holds out little hope of in- 
vestment in Pakistan. 
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Despite its abundant natural re- 


sources, Burma still faces long- 


standing structural problems. 
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The World Bank is bullish about In- 
donesia, though the country's dif- 
ficulties are not over yet. 
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Hu visits Pyongyang 
tc | prevent split 
Chinese General Secretary Hu 
Yaobang ended his week-long 
official visit to North Korea 
ith a tour of naval facilities 
a the eastern port city of 
Humhung, underlining Pe- 
<ing’s sensitivity to Pyong- 
yang's pivotal position in 
Northeast Asia's delicate 
power balance. North Korean 
President Kim Il Sung is due 
to visit Moscow soon for the 
first time in 17 years, and Pe- 
ki cing fears he will turn to Mos- 
.cow for new weapons to main- 
iem the North's rapidly di- 
ishing military advantage 
over the South, at the price of 
granting the Soviet navy ac- 
cess to its ports. 

A Throughout his visit, during 
vhich he was greeted by mas- 
sive crowds in an orchestrated 
elebration of Sino—North 
Korean friendship, Hu stress- 
ed China's support for the 
peaceful reunification of the 
pe insula, and in his talks 
with Kim no doubt stressed 
* China's commitment to 
Pyongyang had not been 
weakened despite the recent 
sits to Peking by both Unit- 
dc States President Ronald 
Reagan and Japanese Prime 
Minister Yasuhiro Nakasone. 
— RICHARD NATIONS 


Asean still stands 

firm on Cambodia 

ean foreign ministers met in 
Gakarta on 8 May to dem- 
onstrate their unity on the 
Cambodia issue and express 
‘solidarity with Thailand, the 
frontline state facing the Viet- 
namese threat. The meeting, 
which wrapped up the latest 
flurry of diplomatic activity 
tred on Indonesia, was 
held at this time partly so that 
when the ministers meet again 
in July they can devote more 
time to economic issues. It was 
agreed that in July the Asean 
six would have a special ses- 
sion with the five Pacific- 
basin dialogue partners (the 
United States, Japan, Canada, 
Australia and New Zealand) 
on common economic issues, 
including the Pacific basin 
economic concept. 

— SUSUMU AWANOHARA 


cornet, 


“The veterans have won the 
final battle of the Vietnam 
War,” was how a lawyer sum- 
med up the settlement reached 
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chemical companies agreed to 
set up a US$180 million fund 
to help former United States 
servicemen and their families 
suffering from the effects of 
the defoliant Agent Orange. 

\ The five-year-old damages 
claim filed by 16,000 veterans 
in a Brooklyn court was drop- 
ped on the eve of a jury trial 
when the companies agreed to 
an out-of-court settlement. 

However, the door has now 
been opened for more damage 
claims by veterans not covered 
by the settlement or who are 
unhappy about the amount. 
The companies themselves 
have reserved the right to sue 
the government on the 
grounds that Agent Orange 
was manufactured in com- 
pliance with government 
specifications. — NAYAN CHANDA 


Australia accused of 
East Timor deaths 
Ken Fry, a prominent Austra- 
lian Labor Party leftwinger 
and active campaigner against 
the incorporation of East 
Timor into Indonesia, has ac- 
cused Australian intelligence 
agencies of aiding and abet- 
ting “genocide of East 
Timorese by the Indonesian 
army” and of having “blood 
on their hands" over the 
deaths of five Australian jour- 
nalists in East Timor in 1975. 
Fry alleged at a commission 
of inquiry into Australia’s 
security services that the Aus- 
tralian defence signals station 
in Darwin had intercepted 


messages between Jakarta 
and East Timor in which 
Jakarta instructed troops 


going into East Timor to treat 
the Australian journalists as 
combatants. Intelligence ser- 
vices had made no effort to 
warn the journalists, he said. 


— JACQUELINE REES 
Ershad to close down 
military tribunals 


The military regime of Ban- 
gladesh President H. M. Ershad 
is making arrangements to 
close down all military tribu- 
nals and special martial-law 
courts and abolish all the 
posts of local martial-law ad- 
ministrators to create “a more 
congenial atmosphere" to 
hold parliamentary elections 
towards the end of this year, 
an informed source said. 
However, one military tri- 
bunal and a few special mar- 
tial-law courts may be re- 
tained for certain specific pur- 
poses until the lifting of mar- 
uial-law rule. | —S,KAMALUDDIN 


China trade boom 
forecast by HSBC 

China's trade with the rest of 
the world will grow to propor- 
tions "larger than seen be- 
fore," forecast Michael 
Sandberg, chairman of the 
Hongkong and Shanghai 


Banking Corp. (HSBC), at the 
bank's annual general meet- 
ing on 8 May. "Asfaras wecan 
see, Hongkong is and will re- 
main the best base from which 
to serve the China trade." The 
fully 


bank had provided 
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against problem loans in the 
local property market and its 
inner reserves were at an all- 
time high. 
Among non-executive di- 
rectors retiring (at statutory 
age) from the HSBC this year 
is Sir Yue-kong Pao, head of 
the World International ship- 
ping group. He remains a con- 
sultant and his position as 
non-executive deputy chair- 
man is taken over by an exist- 
ing director, Hui Sai-fun, 


‘chairman of Central Develop- 


ment. Q. W. Lee, chairman of 
the Hang Seng Bank (an 
HSBC part-owned sub- 
sidiary), has also retired, from 
the main board, as has John 


Marden, chairman of 
Wheelock Marden. New ap- 
pointees include Helmut 
Sohmen, senior vice-chair- 


man of World-Wide Shipping 
Agency, and Jack Chi-chien 
Tang, chairman of South Sea 
Textile Manufacturing. 

— ANTHONY ROWLEY 


Thai cabinet on 1 May ap- 
proved in principle a Baht 213 
billion (US$9.26 billion) 
budget for fiscal 1985, begin- 
ning this October, which re- 
presents a 10.9% increase 
from the current fiscal year. 
The new budget reflects a con- 






tinuation of the government's | 
fiscal-austerity programme, — 
which has been in force since 
1982. But it can also be consi- 
dered as mildly expansionary: 
next year’s increase is higher 
than the 8.5% rise in the cur- 
rent budget, and if the offi- 
cially projected 4% inflation 
rate this year proves correct, 
real expenditure will go up by 
nearly 7%. 

The most noticeable change 
in the new budget, which is to 
be approved by parliament 
over the next few months, is a 
32.8% jump — the highest sec- 
toral increase — in the debt- 
servicing allocation, to Baht 
44.4 billion. This puts loan re- 
payment closely behind the 
Baht 45.6 billion allocation for 
national defence, which gets 
an 8.5% increase from this 


year. | —PAISALSRICHARATCHANYA 
Mitsubishi to increase 
semiconductor output 


Mitsubishi Electric Corp. of 
Japan has projected total pro- 
duction at its semiconductor 
division for the current finan- 
cial year (ending next 31 
March) at X175 billion 
(US$781.3 million), a 30% in- 
crease over the previous year. 
Plant and equipment invest- 
ment will increase 27% to ¥45 
billion. The firm also said it 
intends to expand electronic- 
devices production at two 
plants in Fukuoka and 
Kanagawa prefectures as part 
of an overall expansion pro- 
gramme. The company has six 
product groups and 35 plants 
in Japan. — MIKE THARP 


rey $a 
ydney broking b nin 


edie Australia, a major- 
ity-owned subsidiary of 
Wardley (the merchant bank- 
ing arm of the Hongkong and 
Shanghai Barking Corp.), is 
forming a new stockbroking 
company in Australia together 
with two members of the Syd- 
ney stock exchange, Rene Riv- 
kin and Andrew Lakos. 
Wardley Australia's initial 
holding in the new firm, Riv- 
kin Ltd, will be 14.97%, but 
Wardley Australia may later 
raise this (to a maximum of 
50%) should > xm govern- 
ment policy pe 

The new company, on which 
agreement in principle has 
been reached, will have share 
and loan capital of something 
above A$10 million (US$9.2 
million) and hopes to become a 
"major force in the Australian 
securities industry." 








the going is easier with 
lokai Bank. 


Entering a new market? Trying to get the most out of an old 


one? Tokai can help. With 31 international offices and more than 
1,100 correspondent banks, we give you fast access to a world of 
information and analysis. Our advice is tempered by over 100 
years of experience. And we have the financial resources* to put 
your ideas into action. 

Tokai can also guide you through the intricate Japanese 
market. And because we maintain strong connections with the 
entire spectrum of business and governmental interests, we can 
offer almost unlimited access. 

So for everything from local bond issues to global 
computerized banking, talk to Tokai. And see how we can make 


& TOKAI BANK 


The International Pathfinder 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel. 052-211-1111 


the going easier for you. 





"Assets (in millions of USS): 66,538 


International Banking Group: 6-1, Oternach) 2-chome, Chiyoda-ku, Tokyo, Japan Tel 035-242-2111 
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How a computer 
company can free 
plications 


your 


Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it's entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in control 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
Sperry MAPPER System. Not quite 
"suddenly," but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it's the most advanced 
information management tool yet 
developed. 


Sperry Ltd., 





A tall claim, to be sure. But we're 


prepared to back it up, conclusively. 


We'll put MABPER to work on a 
real and specific application 
development problem that a user 
has given you. 


SOMETHING FOR EVERYONE 
MAPPERS' simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company, 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of "user 
friendly" far transcends anything 
you've seen. 

HERE'S THE OFFER 

Accept our MAPPER Challenge. 
Bring us an application develop- 





36/F., Sun Hung Kai Centre, 


Wanchai, 
Hong Kong. 
Tel: 5-749311 


Tix: 74516 UNIVA HX 


bottleneck. 


ment project. Bring along the user. 

We'll show you how quickly and 

easily MAPPER gets the job done. 
Call us for further information. 


Singapore: 224-8333 
Hong Kong: 5-749311 


MAPPER CHALLENGE 


AF SPERRY 


Sperry Pte. Ltd., 
7/F., The Octagon, 
105 Cecil 3, 

Singapore 0106 

Tel: 2248333 

Tlx: VACSIN RS20844 
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: ritish Prime Minister Margaret 
Thatcher is to visit Malaysia in 
| September, it is reliably lear 

. though the visit has 

. formally announced. This ^ 

< appearstobea further stepinthe 
improvement of relations 
between Malaysia and Britain, 
which deteriorated in October | 
1981 when Malay sia introduced a 
"buy-British-last" po 

new stock- -exchange r 

inir oduced i in Britain: 


| ON lesional to Nh over e Guthrie 
Corp. The policy was reversed in 
April 1983 after Malaysian Prime 
|. Minister Datuk Seri Mahathir 

: Mohamad visited Britain. 


speciei for migrate 
“traditional” source 


European countries — \ 
dropped this year. Criteria from 


ond stike to press Thei KESA 
judicis freedom. and ‘an. -end to m 
rule (2 May). — 


áysi : 
anes chimed that thi Malay sian finance 
minister sent him to Hongkong to collect 
US$6 million from businessmen, the High 
Court was told (2 May). 


INDIA 

An Indian diplomat in Britain received 
a death threat from a group calling itself 
the Kashmir Liberation Army, it was re- 
ported (2. May). Prime Minister Indira 
Gandhi had talks with visiting Japanese 
Prime Minister Yasuhiro Nakasone (5| 
Muy). 


J INDONESIA 

An Irianese academic detained for al- 
leged anti-Indonesian activities was shot 
dead after he escaped from prison, sources 
said (7 May). 


MALAYSIA , 

Prime Minister Datuk Seri Mahathir 
Mohamad said he had had a meeting with 
his four cabinet colleagues of the Malay- 


E 


—— — some dodisclóasd 


| sophisticated wespansi Ion the- 


ce anny 


publicised this deci ision because 
it does not want an increased 
volume of applications just y et. — 
mainly for processing reasons. | 
But another reason exists: the - 
one-seat majority governmer 
fears offending conservative - 
supporters this year, when, an 

| election is due. | 


ARMS FOLLOW-UP 


| Following up on Soviet 


commitments made during Soviet | 


Defence Minister Dmitriy 
Ustinov's March visit to New 
Delhi, an Indian delegation to: 
Moscow in April, headed by © 
Defence Secretary S. M. Ghosh, 
finalised a new weapons deal- 


.| upgrading continuing Soviet. 

— | military supplies. The deal . i 
| involves sales to India of MiG29s — 

| maritime reconnaissance .. 

| equipment and tactical low-le 


sian Chinese Association (MCA) (2 May). 
Finance Minister Tunku Razaleigh Ham- 


r | zah said allegations made in a Hongkong 
"Jj court about his connections with a man 
accused.of murder were "wild and blatant 


| lies" (3 May). Tan Koon Swan and 13 other 


expelle 


MCA. were 
nary gener al 


., leaders. of the 
ted. ae an extraordi 


eae Ma (? Mai "s 


- | NORTH KOREA 


Chinese General Secr Ea Hu — 
arrived on an official visit (3 May). 


| PAKISTAN 

The government denied Indian allega- 
tions that Pakistani military aircraft had 
violated Indian airspace (6 May). 


! PAPUA NEW GUINEA 


Pope John Paul II arriv ved for a visit (8 
May). B x 


PHILIPPINES 

Two more town mayors were killed in 
pre-election violence, authorities said (5 
May). An assemblyman was killed in àn . 
ambush in central Mindanao, the military 
said (6 MONI. 


SOUTH KOREA 

Pope John Paul Il arrived on a four-day 
visit (3 May) Student demonstrators 
clashed with police on Seoul university 
campuses (4 May). There was more rioting 


RED-FACED HANDSHAKE - 
Diplomats are still gossiping 
about the brief encounter 
between Vietnamese Deputy _ 


| Foreign Minister Ha Van Lauan 


| Khmer Rouge leader Khieu - 


| Samphan during a cocktail par 


in Tokyo for participants in the 
recent annual session of the 


| Economic and Social 


Commission for Asia and the | 


| Pacific. Witnesses said Lau ` 


grasped Samphan's hand in the 
course of a busy round of s 
introductions at the crowded . 
party. It took him only seconds f 


| realise who he was greeting, a 


he hastily withdrew his hand an 


retreated into the crowd. 


Samphan, it seems, was well” 


aware of what he was doing. 


| 
E 


iplomatic sources say that he. l 


| had asked an aide to point c out 
1i Lau to him. 


on Seoul campuses (5 May). A stud 
fired shots from a toy pistol at the pope ir 
what he said was à prank ( 6 May). 


SRI LANKA 

À policeman was shot dead by su 
pected separatist guerillas in thenorthe 
town of Point Pedro, à government stat 
ment said (2 May) An alleged Tam 
guerilla wasshot dead and two Ser su 
pected of shooting a policeman were a 
| rested in the northeast, it was reported 
| Magi 


| TAIWAN í 

Eight opposition politicians began i 
three-day hunger strike to demand better 
treatment for four imprisoned dissiden 
(4 May). 


THAILAND | 
The leader of the main opposition party. 
Chart Thai, lodged a no- Sou Cita rti 
tion against Prime Minister Prem T 
sulanond and 10 members of his cabinet 
May). | 


ze official Vietnam News Agency sait 
troops had beatén off an attack by Chines 
troops on the northern border, killing 
"many" Chinese (5 May). Seven American 
chemical firms tentatively agreed to set upi 
a US$180 million trust fund to settle: 
| claims by thousands of Vietnam veterans - 
of physical damage from exposure to. 
Agent Orange during the Vietnam War, it | 
Was reported (7 May). 
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By K. Das in Kuala Lumpur 


ith Malaysian Prime Minister 
~) W Datuk Seri Mahathir Mohamad 
apparently unwilling to step in 
to resolve the struggle for control of the 
Malaysian Chinese Association (MCA), 
_ the crisis in the party seems to be head- 
ing almost inevitably towards the 
courts. 
A promised 6 May showdown be- 
= tween the two rival factions — those of 
JA acting MCA president Datuk Neo Yee 
- Pan and his challenger, business ty- 
coon Tan Koon Swan — settled no- 
- thing and left the party as divided as 
ever, with members unhappy and on- 
- lookers confused. 
. Any hope that either faction had that 
— Mahathir would come down on its side 
— petered out after Tan led a delegation 
= to the prime minister and came away 
without an indication of support or 
outright rejection. Political analysts 
"were quick to point out the trap which 
— Mahathir was carefully avoiding. With 
his own United Malays National 
Organisation (Umno) also threatened 
with factionalism, the last thing 
— Mahathir is likely to do is endorse a re- 
-= bellion in MCA ranks, for fear of set- 
— ting a precedent. 

The rival 6 May meetings came 
exactly one week after two earlier 
planned meetings were cancelled by 
_ the police, ostensibly to prevent any 
- threat to public order. This time two 
_ gatherings were allowed. At a city 
— hotel — virtually taken over by Tan for 
his supporters — a self-proclaimed 
extraordinary general meeting (EGM) 
. voted to reinstate Tan, a former vice- 
president, and other officials expelled 
from the party in March. 

The 1,616 delegates voted almost 
X unanimously for the reinstatement of 
those expelled and called for an inves- 
tigation of the problem of so-called 
phantom members, said to have been 
. used to pad party membership lists for 
 Neo's benefit — the accusation which 
- preceded the expulsions. 

Less than a kilometre away, Neo was 
— holding the party's official anniver- 
-= sary celebrations, claiming that 11,591 
members had turned up. However, re- 
porters present — and there were 
—A dozens of them — put the crowd at not 
more than 3,500. It was argued by 
Neo's supporters that many people 
came, signed the register and left be- 
= cause there was no space within the 
confines of the party-headquarters 
building. Neo later stuck to his previ- 
ous line that the Tan meeting was un- 
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n with no sign 


constitutional and that any resolutions 
it passed were void. 

Clearly neither side had succeeded in 
convincingly demonstrating its right 
to control the party, which is the sec- 
ond largest member of the ruling Na- 
tional Front coalition. Accordingly, at- 
tention focused on the prime minister 
who, it was thought, would indicate 
which side he believed to be the legiti- 
mate power. If Mahathir backed one of 
the factions, it would be seen by the 
majority of members as having a man- 
date since the prime minister would 
not accept the rump of the party in the 
government. 

On the morning after the Sunday 
meetings Tan led 45 rebels who were — 
before their expulsion from the party 
— state assemblymen, federal MPs and 
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Mahathir; Tan: the prime minister was not impressed. 


senators to Mahathir to explain the re- 
solutions passed. At a post-dialogue 
press conference it was obvious they 
had not impressed Mahathir too 
strongly. Tan maintained that he was 
very satisfied with the prime minister's 
reaction but would not say what the 
prime minister said. 


he Neo faction also came out of its 

Í Sunday celebration with less than 
it had hoped to achieve because 

the prime minister had not been im- 
pressed with the turnout. Neo had 
promised to produce 20,000 people. Al- 
though nobody could be sure of the 
figure, even his own claim was not 
much more than half this, and one 
caterer told the REVIEW lunch was 
ordered for about 5,000 people. When 
it seemed clear that Mahathir would 






of Mahathir stepping in 


Half time, no score 





not take action to confirm publicly 
either faction as the true MCA leader- 
ship, the rebels decided to go further to 
strengthen their position. 

Although Tan himself would not say 
it publicly, the REVIEW was told that 
after the meeting with the prime 
minister, the rebels intended to file an 
injunction to stop all divisions of the 
party from holding elections, now due 
to begin on 14 May. Without the divi- 
sional elections, there will be no dele- 
gates for the party assembly due to be 
held on 7 July, and which was planned 
to settle the leadership squabble. 
Without new delegates being elected, 
those elected in 1981 will continue to 
be the real base of the party. 

Being fully aware of this, Neo has 
dismissed dozens of delegates. He has 


ES 





also suspended more than 100 party 
branches which were opposed to him. 
According to the Tan faction, Neo is 
planning to dismiss more branches, 
until only his supporters are left. Tan's 
meeting therefore resolved that all sus- 
pensions and expulsions made after 18 
March, when Tan was expelled to- 
gether with 13 other senior officials of 
the party, be null and void. 

The rebels also told the REVIEW that 
they would stop the party elections if 
Neo's faction did not abide by the deci- 
sions of the EGM on the reinstatement. 
When asked how, Datuk Lee Kim Sai, 
a Tan supporter and former deputy 
minister in the Prime Minister's De- 
partment, said: "There are ways and 
means." One of the faction's lawyers, 
however, told the REVIEW that it would 
be through legal channels. “First we 
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will inform the reg | 
the resolutions of the EGM: Then we 
will ask for a court order to — His 
election." . 

There are questions, howeve 
whether or not the registrar can d deer- 
mine the legality of thë 
enough. It is understood that because 
of the doubt, Tan's lawyers will regard 
court action as the better option. 
Nevertheless the date with the regist- 
rar will be kept, to try to secure a 
copy of the membership list of the | 
party, to which the rebels have so far 
been denied access. With the list, the 








. Tan faction hopes, the alleged phan- - 


. tom members can be identified. 
.. While there is no doubt that the Tan 
_ faction, which includes a large number - 
of. technocrats and wealthy business- 
men, is well organised and can give 
. Neo and his men a run for their money, 
it will have to reckon with the fact that 
Neo has the official mandate of the last 
. party assembly in 1981. 
, Even more important, . possibly, is 
another phantom — the knowledge 
..that it would take only one-third of 


: .party delegates (or 418 people) to call | 


an Umno EGM. Some sources within | 
the Tan faction believe that Mahathir 
would rather not give the impression 
that he^was bowing to the wishes of 
Tan's meeting, even if he believed it 
had established the legitimacy of the 
rebels. In fact they said that Mahathir | 
would prefer to see the two factions 
É slugit out" unless: that — nls hoa 


















an end to Neo’s leadership. And while 
it might take some months to achieve 
this goal, most observers believe Neo's 
days are numbered, As the very pro- 
government New Straits Times put it 
in an editorial: * Constitutional or not, 
legalornot — indeed, right or wrong — 
Tan Koon Swan and his group of 13 
have proven to be in control of so sub- 


stantial a chunk of the MCA as to merit 
. far more than a curt dismissal on what 


are really technical grounds.” 

However, given the. problems as- 
sociated with any attempt to force a 
solution from outside, both Mahathir 
and Tan areJikely to opt for a solution 
. that, while. taking time, does not create 

‘precedents. and problems for the Na- 
. tional Fronte the parties which make 










Lo. d Loge fo EGM." pw 
Despite such protestations, it is A 
vious the rebel group aims at putting 


GM quickly E: T 





pesentes boane. On 2 is be e Sup 
reme Court was told that Mak. had 
claimed in a statement to police that at 


the time of the murder he had been 


collecting money from businessmen in 
Hongkong for Malaysia's finance 


minister, a man he did not identify by 


name. This produced an almost im- 


| mediate denial from Malaysian Fi- 


nance Minister Tunku Razaleigh Ham- 
zah. 

The new allegation i is not the first to 
raise eyebrows. The boss of the.now- 
defunct  Hongkong-based  Carrian 
| group, George Tan, has already been 
named in connection with the case 
(Review, 26 Apr). The prosecution 


. claims that J alil. was killed because he 


opposed a US$4 million loan by his 
employer, Bumiputra. Malaysia Fi- 
nance (BMF), to the then foundering 


. Carrian conglomerate. At the time of 


his death in July 1983, Jalil was amras- 
sistant general manager of BMF, a 
wholly owned Hongkong subsidiary of 
| Bank Bumiputra Malaysia. 


Mak is alleged to have said in his | 


Statement that he was sent by the fi- 
nance: minister 5 anton in Puy 






Minister's people, the ac 





and disposing of the body in a banana 


man with expertise in martial arts, 


killed Jalil. Mak claimed that he first 
came to know Shim when he and the | 
South Korean were negotiating the. 
sale of South Korean-made military | 


e to Malaysia. 


_who sought permission that he not be 
identified because he feared there 


told the court that he had tried, but 
failed, to sell military “soft items,” 
such as.rucksacks and parachutes, to 


oO the Malaysian Government. and that. 


| his business contact in Malaysia 


accused. 


-ified for "third-dan black-belt. 
| began selling military "soft item 


. rector of Daesan Corp. in Seoul. 
| had sold parachutes to Iran before 
decided to market his -goods 


. named Francis Ng who, he said, it 
duced him to Mak, to a lieutenant: 
. onel in Malaysia's Ministry of D 
| and two other men whom he named 
Jai and Kelly. The South Korean: s 
. Jai, Ng, Kelly and Mak were operat 
under the name of a company nan 


- Seoul, but in the end no agreeme 


. told the court he left Daesan in ; 
. 1983 and until October that yea: 
| not travel from South Korea. He 


| was in the company's employ. V 
-his South Korean passport had 


| adding. that he had been. working. for 
| the minister for eight years. | 
© Mak has pleaded not guilty to- 
strangling Jalil to death in a hotel room 


until 4 May this year. The witness 
. ingthat time, but denied that he w 


grove. He has alleged that a man 
named Shim, allegedly a Korean hit- 
i o» K. Das writes Pon Kuala Lum 
The reference to Malaysia's finan 


. politics here. Although Mak did no! 
| mention the minister by name, the 
. On 8 May the prosecution produced | was no doubt here that Mak was refe 

a surprise witness — a 44-year-old: 
South Korean flown in from Seoul. 


specifically for the trial. The witness, 
might be repercussions against him, : 
testimony: was part of a plot to d 


him politically. Razaleigh has b 
x neminated a asa candidate for the- 














"Dax Mak," whom he identified 

























































The Korean witness said ha: 
studied aikido at university and. q 


1978, when he became managing d 


Malaysia, he said. In 1981, he loo. 
up an old. Malaysian acquain à 


Damak Project Associates. Heals 

troduced him to Raja Nasron 
chairman of the Selangor Ma 
Chamber of Commerce and Indus 
who led a trade mission to Seoul. 


everal meetings then took pla 
Kuala Lumpur, Hongkong 


reached, the witness said. He said 
gave up on the deal in August 19 


rended his passport on leaving Da 
because it had been obtained whi 


cord of an entry to Hongkong in 
the passport had not been can 


he did possess a second passport d 


the hotel on 18 July 1983, the day 
was murdered. The trial continue: 


minister in the Hongkong murder 
has significantly. altered the cour 


ring to Razaleigh. Mak told the cou 
that he had worked for the minister: 
eight years, the same length of 
Razaleigh has held. ihe | fina 
portfolio. < |. : 

-Razaleigh called Mak' s , statem. 

“wild and blatant lies," claiming 
















; 19 whom m Baz ales h lost a 


or. 





in him politically was locally 
tched in time for the elections. He 
called that in 1981, just before the 
party elections, the United Malayan 
Banking Corp. (UMBC) “scandal” 










ed of allowing UMBC shares to be 
ught by Multi-Purpose Holdings 
PH) the investment arm of the 
ysian Chinese Association (MCA) 
ut first giving preference to 
Hputra institutions. The MCA is 
most powerful Chinese political or- 
ation in Malaysia. 

the event, the prime minister in- 
ned. UMBC shares were sold to 
5, the national trading corpora- 
and MPH, which received 40% 
and to members of the public, 
received the remaining 20%. But 
e n um was — done and 


w- 


alling this, Razaleigh said: "Isn't 
strange that the [Jalil] case... as 
81...exploded in my face just be- 
the inno election? cnm ali of this 


med and Misa would not com- 
nt on Mak's testimony despite the 
endant's allegations that a number 
Malaysian ministers were: being 
bed by Hongkong businessmen. 
reign Minister Tan Sri Ghazali 
afie called the Mak statement a pack 
jes. 

e strongest statement, however, 
from Nasron, who was named in 
k's statement and also by the un- 
ned Korean: Nasron conceded that 
as a good friend of Mak and a busi- 
ness associate. But he denied promis- 
ng Mak M$500,000 (US$218,000), a 
aim. Mak had made in his testi- 
nony. 

_ Nasron said he had known Mak since 
1982 and added that in that time Mak 
ever mentioned his alleged friendship 
h Razaleigh, though he had men- 
oned the names of several other im- 
ortant people. Late in 1982, accord- 
g to Nasron, a silver-jubilee dinner 
as held by- the chamber at which 
tazaleigh was present. Also present 
ere several Malay and Chinese busi- 
issmen, including Mak. Although the 
ner lasted for more than two hours, 
made no: attempt to talk to 
azaleigh and Razaleigh did not talk 
«Mak, Nasron said. 



























à which will take place on 25 May, thou 
egarded as Razaleigh's last chance | ^ == = 


Vi hathir Mohamad's chosen succes: i 


Razaleigh suggested that the plot to | 





roke: In this affair, Razaleigh was ac- lev | 
nounced Hitler" s written promise of 


" Hongkong, but a recognition that the 


| bate Hongkong for one day on 16 May. 
either sufficiently concerned or in- 
| formed to challenge seriously the gov- 


can yet be persuaded to play such in- 
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ther digs in its 
eels, or walks 
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“peace in our time,” and was cheered 
to the echo by wishful thinkers: This is- 
not necessarily entirely gloomy for 


Sino-British talks may be becoming a - 
sideshow. ` | 
This prospect confronted a delega- 
tion of unofficial (appointed but non- 
government) members of the executive 
and legislative councils who went to 
London in early May to lobby MPs 
about the importance of Britain ex- 
tracting guarantees from Peking now 
that it has — since Sir Geoffrey Howe's 
13 April press conference in Hongkong 
— publicly abandoned any thought of 
arolein the administration after 1997. 
The British Parliament is due to de- 


But it seems unlikely that MPs are 


ernment's handling of the Hongkong 
issue. Although some hope that Britain 


|. terest groups visiting. Peking, 





one uti an agreement, but 
s not likely to mean much 


ternational recognition, cards as it | 
holds to secure guarantees, there is a 
growing suspicion that it may be better 
to talk to Peking than put more faithi in 
Britain's will to bargain. = 

While London goes through the mo- 


| tions of negotiations, making noises 


which normally accompany the spin- 
ning and weaving of treaties, Peking 7 
has been pre-empting many of the is- — 
sues which had hitherto been believed 
to be the subject of negotiation — in 
particular by promoting “debate” on 
the “mini-constitution” for the post- - 
1997 special administrative region of 
Hongkong. | 

Since Howe's visit to Peking and 
Hongkong in April there has been a 
blizzard of promises to Hongkong i in- | 
mostly 
from Ji Pengfei, head of the E skong 
and Macau Affairs Office. Some of - 
these, because they involve interna-.. 
tional agreements, are beyond Pe- 
king's competence to deliver. Others 
appear contradictory. | 

In short, the British have been deliv- 
ering platitudes devised to lure the 
people of Hongkong into believing that 





progress towards Britain's declared 


objectives was being achieved, and 
that London was fighting hard for 
these objectives. Peking has been in 
earnest to make as many promises as 
are thought necessary to woo a doubt- 
ful local pube 


Peking's little list 


Some Peking promises since the Howe 
visit: 


» Hongkong people will, if Britain | 


permits, be allowed to retain two pass- 
ports, one British and one Hongkong, 
Chinese officials told a delegation of 
Heung Yee Kuk, a New Territories re- 


presentative body. (This does not ad- 


dress the question of the future nature 
of the "Hongkong" passport or whe- 
ther it would be valid internationally 
as different from an EOE NEY, — 
one.) 


» Chinese * troops may | be c be desp Bick 





to Ji Pengfel, h ‘head of nag ‘Hongkong 
and Macau Affairs Office. (An earlier 
report had said the PLA would be kept 
out of Hongkong. ) 


s E Land leases ms the New Te erritories | ness of of the —— dollar, 







_ ship of international economie organi- : 





will be extended after 1997, premiums 
will be cheap but the details will be a 
matter for administration at the time, 
Ji told a kaifong (community) associa- 
tion delegation. (However, representa- 
tives of the Heung Yee Kuk were told 
by an unnamed official that the leases 
question would be dealt with in the, 
Sino-British agreement.) | 


» Hongkong’s. export Uata will bel 
kept separate from those of the main-' 
Jand, it will retain separate member- 


sations and have a separate ship regis- 
try, Ji told a delegation of Urban Coun-| 
cil and district board members. (This 
ignored the fact that China can make 
no such promises without interna: 3 
tional acceptance.) F 


> Hongkong may establish its: own be 
central bank to maintain the separate- _ 
an official: E 
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"thir ngs — asa a question between | 
it and the people of Hongk eel 
one which should deep: 


Neither Howe's prevarications nor Ji^ ls 
promises have done much to lift morale. 


in the territory. The Hang Seng index 
has declined 160 points since Howe's 
visit. 

The sleight of hand perpetrated by 
Howe has been to give the impression 
that there was a good prospect that 
continuation of the fundamental prin- 
ciples of Hongkong's current existence 
(the rule of law, freedom of speech and 
movement, property rights, etc.) would 
be enshrined in a Sino-British treaty. 

The reality, however, was betrayed 
by his refusal — falling back on “confi- 
dentiality" — to comment on the fun- 


damental question: has China shown 


any indication at all that it is prepared 
to enter into a treaty with Britain on 
what will, after 1997, be an internal 
matter. China's logic on this point is 
impeccable but has to be breached if 
meaningful guarantees are to be at- 
tained. The current situation under- 
lines that however strongly or skilfully 
Britain's negotiators may have been 
arguing in Peking, London is not pre- 
pared to go beyond debate. 


ps s position is being strengthen- 
ed by its "united front" friends. A 
delegation of the Christian Industrial 
Committee, a self-appointed, workers’ 
rights pressure group. told. British 
parliamentarians on 8 May that an 
international agreement was unneces- 
sary as China could be írusted to 
allow democracy in Hongkong. They 
also demanded the speeding up of self- 
rule. 

At a press briefing in Tokyo, Howe 
said "yes" to the question: "Would any 











told the Heung Yee Kuk delegation. 


» Commercial relations with Taiwan 
will not be affected. Countries with 
diplomatic relations with Taiwan, or 
having none with. Peking, will be al- 
lowed to retain, civilian commercial 
representation. in Hongkong, an offi- 
cial told the Heung Yee Kuk — 
tion. 


» The head of administration may be 
elected or appointed, he will appoint 
senior officials and be answerable to 
the. Chinese National People's Con- 
gress and may have a portfolio in the 
central government, Ji told the Urban 
Council delegation. (But he did not say 
whether this official's main responsi- 
bility would ba to Peking or — 
kong.) 
» Freedom of speech, travel, publici: 
tion and strike will be maintained and 
Hongkong people will be exempt from 
military draft, Ji told an Urban Coun- 
cil/district board group. 
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Howe: sleight of hand. 


agreement be better than no agree- 
ment?" But then he refused to answer 
the question of whether his govern- 
ment would recommend to parliament 
an agreement which did not meet Bri- 
tain's declared objectives, or Hong- 
kong's reasonable requirements., In- 
deed, Howe appears to have been so 
keen to bury the Hongkong issue as 
quickly as. possible, he did not even 
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bother to try to enlist Japanese help in 


bargaining with Peking. The matter 
was mentioned only briefly in his talks 
with Foreign Minister Shintaro Abe 
even though Abe himself had recently 
indicated Japan's concern to see Hong- 
kong's stability and. prosperity en- 
sured and Prime Minister Yasuhiro 
Nakasone himself had even mentioned 
Hongkong during his Peking visit in 
March. While Howe chose to ignore 
any potential assistance on the Hong- 
kong question, Peking was quick to 
move. In early May, Ji went to Japan 
with appointments lined up- with 
Nakasone and Abe doubtless to reas- 
sure Tokyo that Peking would not 
undermine its role as an investment 
and trading centre for Japan. 
Meanwhile in Peking, Ji had been 
meeting a series of visiting Hongkong 
delegations. On the face of it, move- 
ment towards details of a mini-con- 
stitution might appear reassuring, as it 
at least means that China is prepared 
to commit the future to writing. Furth- 
ermore, it has made numerous prom- 
ises that various levels of local people 
will be involved in its drafting. 
However, distrust of Peking's prom- 
ises — to fellow Chinese rather than in 
treaties with foreigners — runs high. 
As The Observers, a pressure group of 


young Hongkong professionals put it: 


"It is vital'that the Sino-British agree- 
ment sets out the political structure for 
Hongkong's future administration." 
But there is still scant sign that China 
is prepared to do this. 

Pressure on London may be effective 
in spotlighting how little Britain has 
achieved so far, but is,unlikely to 
budge British self-interest in reaching 
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trickier question of how to translate | 
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anger by trying to trade support 
Hongkong's continued participation i in 7 
international commercial agreements — 
for specific guarantees about the fu- _ 
ture. Confronted by an adamant . 
China, London may now be looking for. 
the easiest way out. 
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mong issues which “Perfidious . 
Albion” wishes to fudge are those. _ 
of Hongkong British passport holders. _ 





They have no right of abode outside 


Hongkong, but at least they have à . 
right to a passport which is good for 
travelling. If the fate of British pass- | 
port holders in Brunei is any guide, | 
come 1997 the Hongkong British pass- - 
port holders will. simply lose their. 
British travel documents. 

Another concern of the British is for [/ 
the transition to 1997. Peking is mak- _ 
ing much of the drafting of the mini- — 
constitution for Hongkong outside the _ 
framework of the Sino-British talks. — 
Although this constitution is supposed 
to relate to the post-1997 period, it may _ 
well contain its own implicit program-  — 
me to “prepare” Hongkong for the c 
change in status. ei 

Already some leftwing newspapers | 
and organisations are talking about _ 
"improving" wealth distribution and - 
social services. This process leaves the _ 
British, who are committed to staying | 
until 1997, with responsibility but 
rapidly diminishing power over — 
events. Already the governor has — 
to deny that this is a “lame duck" ad- 
ministration. This realisation of poten- ; 
tial serious medium-term problems of — 
confidence probably makes it even  . 
more likely that London will want to 
be as cooperative as possible with Pe-  - 
king now so as to ensure Peking's co- 
operation during the final 13 years. 

Transfer of power to local people is — 
seen as desirable by all parties. The | 
Hongkong Government is expected to — 
announce major constitutional deve- - 
lopments involving more democracy 
and more power for representative — 
bodies by the end of August. But some. 


‘fear that Britain has left it too late to 


give genuinely independent and demo- oh 
cratically minded people a chance to — 
build their own power bases. So power — 
will naturally pass to Peking's surro- ~ 
gates. Meanwhile, aspirant local  — 
politicians have been scrambling to be 
in the forefront of demands for “more — 
democracy“ while tending to evade the D 
Chinese promises into guarantees. 
Anyway, local aspirations run into a- 
formidable obstacle. China envisages 


that the top official — however chosen ~ 


— after 1997 will be responsible to the 
National People's Congress, and thus 

to Peking. In a united China, the in- 
terests of the nation must take priority 
over those of an advantaged minority, ` 
however special or autonomous their 
region. 
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Air-India head Raghu Raj: men at the top 
INDIA 


Fly MCP, a 
mans airline 


Air-India hostesses go to 
court again to complain 
of sexism in the air 


By Mohan Ram in New Delhi 


3 de Little Maharajah, Air-India's 
mascot, symbolises the warmth and 
graciousness of the service the airline 
claims to provide — “No mechanically 
efficient air hostesses dispensing pro- 
fessional hospitality," says one of the 
company’s brochures. But the airline's 
hostesses are a sullen lot at the 
moment. They are accusing the 
Maharajah of male chauvinism. 

Earlier this year, more than 200 of 
Air-India’s 900 hostesses walked out of 
the composite cabin crew union to 
form their own union. And five of them 
have now gone to court to challenge the 
“male hierarchy” which they say 
denies them equality with men and 
dignity. They cite, for example, the 
case of air hostesses who, however 
senior, have to report to flight pursers 
who might well be many years their 
junior in service. 

The reason: though the functions of 
air hostesses and male assistant flight 
pursers are about the same and the 
training they receive on recruitment is 
identical, the promotion avenues are 
unequal. For the 404 assistant flight 
pursers, there are 336 flight pursers 
and some 100 other supervisory posts 
open. 

In contrast there are only 24 execu- 
tive or supervisory positions open to 
the 900 hostesses. The complaint is not 
over emoluments because hostesses get 
a higher salary start. It is over their 
status in the cabin. Assistant pursers 
supervise the pantry and handle sales, 
and the hostesses do all the toughest 
chores. Assistant pursers can hope to 
become pursers quickly, while most of 
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assigned supervisory functions. 

Air-India argues that hostesses and 
pursers are entirely separate job 
categories and that pursers have addi- 
tional responsibilities including those 
relating to safety. In 1981, India’s Sup- 
reme Court ruled that hostesses were 
an “equal but separate sex-based” 
category from the male cabin crew. 
The lawyer for the hostesses said this 
ruling represents “gross discrimina- 
tion” against women. 

A point made here is that during a 
week-long strike of male crew in early 
1983, Air-India operated flights with 
all-female cabin crews. “We handled 
everything including safety proce- 
dures and emergencies,” said one hos- 
tess, refuting the claim that the two job 
functions were dissimilar and not in- 
terchangeable. 

This is not the first time the hostesses 
have challenged gender discrimina- 
tion. In 1978 they successfully fought a 
rule under which they could be 
grounded for being overweight. Pur- 
sers do not have to undergo weight 
checks. Now, no hostess is grounded 
for being overweight. 

In 1980, the hostesses went to court 
to contest rules regarding dismissal 
following marriage or pregnancy. The 
dismissal rule applying to those who 
marry within four years of service was 
retained, but the court threw out the 
rule that forced hostesses out follow- 
ing their first pregnancy. Now they can 
stay until their third. 

What shocked the hostesses was Air- 
India’s defence of the rules, which they 
saw as blatant sexism. Air-India had 
told the court that they “had to deal 
with passengers of various tempera- 
ments and a young and attractive air 
hostess is able to cope with difficult or 
awkward situations more competently 
and more easily than an older person 
with less personal prepossessions.” 
And again: “The work of an air hostess 
involves running hither and thither 
and flying at the same time. 

“In the case of an air hostess her ap- 
pearance, glamour and weight are im- 
portant. The working hours are also 
odd. She has to walk up and down the 
aisles and has to be away from home 
for a number of days at a time. All this 
will not suit the Indian married 
woman.” The judge virtually agreed. 

Another demand to raise the retire- 
ment age from 30 to 45 also did not find 
favour with the court. Instead, a com- 
promise was reached — 35 and another 
five years with a medical check for 
every year. The air hostesses have few 
friends, and India’s Prime Minister In- 
dira Gandhi is certainly not among 
them. “Frankly, 40 is too old for an air 
hostess. Only in very exceptional cases 
do women in India keep their looks and 
figures . . . I am sorry to say the 
standard of looks, neatness and effi- 
ciency of air hostesses have gone 
down," she said. oO 
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Preparing 
for the poll 


Opposition politicians cry foul 
as Marcos pulls out all the 
stops for a big election win 








By Guy Sacerdoti in Manila 
ith the crucial 14 May parliamen- 
tary elections imminent, Presi- 
dent Ferdinand Marcos has pulled out 
all the stops to make his Kilusang 
Bagong Lipunan (KBL) party win — 
and win big. 

Countering both local opposition 
stalwarts, who predict they will win 60 
of the 183 seats contested, and foreign 
(particularly United States) observers, 
who hope the opposition will win at 
least 30 seats, Marcos went on nation- 
wide TV on 4 May to say he thought no 
more than 20 seats would go to non- 
KBL parties. Money seems no obstacle 
to the final KBL blitz. 

Unlike the poorly financed opposi- 
tion, Marcos’ candidates have been 
bombarding local TV with commercial 
advertisements. Thousands of baran- 
gay (local district) leaders 
mayors have been 
the Malacanang pre- 


and rural 
trucked to g“ ( 
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Marcos: bringing out the vote. 








sidential palace to be told they should 
bring out the KBL vote and some 
local leaders say they have been paid 
for their efforts. 

Government business has virtually 
come to a halt as cabinet ministers and 
other high government officials run- 
ning on the KBL ticket have moved out 
to the provinces to campaign, inviting 
foreign journalists to join them. Most 
observers say the campaign appears to 
be aimed more at showing the world 
that Marcos is secure and in control 
and that the country is returning to 
normalcy than to ensuring that the 
KBL will control parliament. 

Marcos himself has come out of the 
palace on numerous occasions, giving 
the lie to those who continue to say the 
66-year-old president is sick. For the 
first time since the August 1983 assas- 
sination of Benigno Aquino, he has ap- 
peared in short sleeves, his political 
exhortations strong and confident. But 
no one can say whether the elections 
will be honest. Already there have been 
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Every Franco Zeffirelli film 
is scheduled by Rolex. 


If one were merely to 
list the achievements of 
Franco Zeffirelli...Zeffirelli, 
the set designer; Zeffirelli 
the director of stage and 
opera; Zeffirelli the film 
maker...then just from 
such a list it would be in- 
stantly apparent that this 
man must possess pheno- 
menal energy and extra- 
ordinary talent. 

Itisimpossible, however, 
adequately to describe that 
unique talent; to under- 
stand why the reputation 
of this man is legendary. 

To do that, one must 
see a Zeffirelli production 
for oneself. His latest film 
of the opera “La Traviata” | 
for instance. Only then can one understand 
why, when it was shown on television, 88 
per cent of all Italian people saw his film 
“Jesus of Nazareth?" Why, despite predic- 
tions that Shakespeare would never do well 
in the cinema, his film interpretations of 
“The Taming of the Shrew” and “Romeo and 
Juliet” became hugely popular successes. 

And why the audience on seeing one of 
his productions for opera or stage, will often 








insist on Zeffirelli himself 
taking the final curtain call. 
It is the vibrancy and 
depth of human emotion 
which emanate from his 
work that can literally over- 
whelm the audience. 
) Zeffirelli was born and 
' brought up in Florence 
where he had a classical 
education. “You don’t have 
E to go to school in Florence 
4 to learn about art and civi- 
lisation; he says, “it is all 
around you. I try to bring 
my cultural upbringing to 
the films that I make” 
Franco Zeffirelli’s taste 
for the classics also ex- 
tends to the watch that he 
chooses to wear. A Rolex 


| Oye Chronometer i in l&ct. gold. 


“I choose this watch because it is the 
watch. It is above fashion. It simply sets the 
standard. It is the standard. In my own work 
I never try to be fashionable. Never. And the 
same could be said for the watch I have 
chosen to wear: 

For Franco Zeffirelli, the Renaissance 
man, the classic watch by Rolex V 


of Geneva. 
ROLEX 


of Geneva 


Pictured: The Rolex Day-Date Chronometer in 18ct. gold with matching bracelet. 








If you thi | in of IBM: asa bi io om aniy that makes big 2. 
computers for other big companies, you re right —but. 
only par tially : SO. 
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5 aces are aee reasons sf for it. P 
Oure rowing selection of small computers sisone of - 
themi They provide problem-solvi ing power at prices that 
wont create problems for you. They help you and the 5 
8. people who work with you hand le accounting. word | 
processing. forecasting. i inventory and other tasks that 
are the foundation of any enter ‘prise, large or small. 
J. You don't need computer exper lence to use our | 
n systems either: a 
D From the instruction matinals that acco * i npany thói z 
to the training programs we make. available, everything 
is designed to put you in charg ge quickly and. pain less; y- = 

whe er you're investing in comp puter S for an e ntire — 

department or a si ingle book Keeper: 7 i 
For large companies and small, IF M. ac apts to the i 

| unique needs of its customers — putting them and IB) M - 

together in very productive ways. _ n 

.. Wed like to do the same for you. You may — 

big x sol ution. You may need a sma | solution. E 

di n either case. [BM is the ri nigh t solution. === 
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There have always been hotels 
that live up to your expectations. 


Now theres one that exceeds them. 


Seoul Hilton International 





For reservations call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 


Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 








At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 











Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts E 
a cement plant has just been developed , 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. E 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : # 22-02 DBS Bidg., 6 Shenton Way, Singapore 0106/Tel : 221-6177 /Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under apolication for worldwide trademark reaistration. 


TAKE A BROADER VEW OF US. 
REAL ESTATE OPPORTUNITIES. 


A fresh look at U.S. real 
estate could give a lift to your 
investment portfolio. 

At Citibank's International 
Private Bank there are U.S. real 
estate specialists who can give you 
a much broader view of U.S. real 
estate investment opportunities. 

If you are a substantial pri- 
vate investor living in Asia, Citibank 
can offer you the services of 
professional advisers, right here in 


© Citicorp 1984 


Asia, who will assist you with every 
aspect of U.S. real estate invest- 
ment and management. All carried 
out with the confidentiality you 
would expect from the world's 
leading private bank. 
itibank is, in fact, one of the 

largest institutional managers of 
U.S. real estate, responsible for 
over U.S.$3.5 billion in gross 
assets. 

In today's uncertain invest- 


ment climate, U.S. real estate 
offers excellent income potential 
with superior opportunities for 
capital gain. 

If you are considering an 
investment in U.S. real estate, 
please call Citibank's International 
Private Bank to arrange for a per- 
sonal visit. You can find us 
in Hong Kong at 5-8308764, 
in Singapore at 2210066 and 
Tokyo at (03) 245-0575. 


CITICORP eS 


GLOBAL INVESTMENT BANKING 
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government media and virtual vote- 
buying. 

In the provinces, as this correspon- 
dent witnessed at several polling 
places where additional registration 
was held on 29 April, it will be exceed- 
ingly difficult for people to vote inde- 
pendently. Voting precincts are sup- 
posed to be watched by representatives 
of opposition parties as well as those of 
the KBL. But in one of four precincts 
visited in the Davao region of Min- 
danao, the “opposition watcher” was a 
development project analyst of the 
municipal government of Tagum, a 
KBL volunteer appointed by the local 
mayor. 

In another, the KBL candidate was 
distributing leaflets while registration 
was going on. Although there are strict 
regulations against any military pre- 
sence inside polling places, both pre- 
cincts had a military intelligence of- 
ficer present. 

Another precinct did not have any 
poll-watchers at all, the Commission 
on Elections official saying that his 
group would sign all voter affidavits 
later. At yet another polling place, the 
precinct was open for one hour only, 
instead of the 7 a.m. to 5 p.m. time 
period stated in the election code. And 
in one isolated precinct, no one showed 
up at all. 


pposition candidates appear deter- 

mined to go through with the elec- 
tion, even though many privately ex- 
press hopelessness about effectively 
challenging the Marcos machine. Boy 
Nograles, a candidate for the United 
Nationalist Democratic Organisation 
in Davao, sat one evening in a local 
hotel bar bemoaning the necessity of 
“having to play by Marcos’ rules be- 
cause it’s our last hope before revolu- 
tion.” 

But while talk of revolution may be 
somewhat premature, the boycott 
movement, an alliance of staunch 
former opposition leaders and the Left, 
has the most to gain by both a sweeping 
KBL victory and a substantial boycott 
effort. 

Its protest has been based on the fact 
that the assembly, in its six years of 
existence, has been largely a Marcos 
rubber stamp, and that with decree- 
making powers still in the president's 
hands it is unlikely the new parliament 
will be much different. The opposition 
has set up boycott centres where people 
can register to ignore the polls. Mean- 
while, campaign stickers on roadside 
walls and street dividers have been 
painted over in red: “X-BOYCOTT.” 

In the provinces, particularly where 
the communist New People's Army 
(NPA) is active, leftist sources say the 
NPA is planning to "enforce the 
boycott," keeping rural voters away 
from the polls and, according to mili- 
tary commanders, stealing ballot 
boxes. o 
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The first visit to India by a Japanese prime minister in more 
than two decades results in little aid but produces new rapport 


By Mohan Ram in New Delhi 


apanese Prime Minister Yasuhiro 

Nakasone did not produce the 
widely expected aid bonanza during 
his official visit to India, nor even the 
promise of one. Nonetheless, Indian 
Prime Minister Indira Gandhi hailed 
the visit as a "turning point." After 23 
years — during which no Japanese 
prime minister has visited India — two 
of Asia's largest democracies are at 
least taking account of each other 
politically. 

The Indian press expected massive 
Japanese aid in the run-up to the 
Nakasone visit, causing the Japanese 
Embassy in New Delhi to spread the 
word that not much was to be expect- 
ed, at least not immediately. Nonethe- 
less, Nakasone assured Mrs Gandhi of 
his support in two multilateral institu- 
tions — the Asian Development Bank 





and the World Bank's International 
Development Association — where 
India is hopeful of large injections of 


concessional finance. He also an- 
nounced larger yen credits to be chan- 
nelled through the consortium of 
India's aid donors. 

The political talks were less produc- 
tive, at least on the surface. The two 
sides failed to narrow their differences 
on Afghanistan and Cambodia, and 
disagreed on most global issues. How- 
ever, Nakasone welcomed Mrs Gan- 
dhi's call to help bridge the North- 
South gap and said he would present 
the case of the developing countries at 
the seven-member summit of indus- 
trial nations in London next month. 
The two also agreed on the need for nu- 
clear disarmament. Mrs Gandhi ex- 
pressed hope that Japan would in- 
crease its economic cooperation with 


India in recognition of the country’s 
economic liberalisation. 

Tokyo's attitude towards India, 
which it previously considered too 
pro-Soviet, impoverished and protec- 
tionist to offer significant commercial 
opportunities, began to change in 1980 
when it saw New Delhi liberalise its 
economic policies and turn to the West 
for investment and technology. More- 
over, Japan could ill-afford to ignore 
indefinitely the region between South- 
east Asia and the Gulf, two areas of 
keen interest to Tokyo. 


India is also beginning to reconsider 


its view of Japan which, since the sign- 





ing of the United States-Japan secu- 


rity treaty in 1951, it has regarded as 
little more than an appendage of 
Washington. For the first three de- 
cades of its independence, India consi- 
dered China as the only other Asian 
country, apart from itself, which mat- 
tered, an opinion which hardened after 
Japan failed to back New Delhi during 
the Sino-Indian border war in 1962. 
Even after Japan's advent as a major 
economic power in the 1960s, India 
failed to see any particular advantage 
in cultivating Tokyo. 


uc active foreign policy 
has dented this indifference. While 
Nakasone affirms Japan's alliance 
with the US and its identity with the 
West, Indian analysts see Japan's 
prime minister asserting a new equal- 
ity with the US and greater indepen- 
dence in foreign policy. Nakasone's ef- 
forts to speak for Asia in the club of the 
rich, analysts here believe, oblige him 
to seek closer relations with India. 

Japan's economic cooperation with 
India has been low and no dramatic ex- 
pansion is expected. Aid has averaged 
a modest * 35 billion (US$155 million) 
a year, half of what some individual 
Asean countries receive, while the six- 
nation association itself accounts for 
about half of Japan's total aid pro- 
gramme. New Delhi, however, thinks 
that offering big-project contracts to 
Japanese firms can induce Tokyo to in- 
crease the flow of concessional credits. 

Moreover, there has been a recent 
spurt of Japanese investment in the In- 
dian automotive industry, suggesting 
that Mrs Gandhi's economic reforms, 
though they have yet to fully bite, have 
managed to reduce some of the 
bureaucratic obstacles which Japan- 
ese investors traditionally complain of. 
Nonetheless, the US$57.7 billion of 
direct Japanese investment in India 
represents only 0.4% of total direct 
Japanese investment in Asia. 















.. The 
Reagan to follow the example of two 
of his Republican predecessors — 
. Richard Nixon and Gerald Ford — and 
. use China as a backdrop for a bid for 
re-election in what cynics have label- 





One of the rewards 
East Asia can as- 
cribe to its progress 
and stability over 
recent years has 
been the lack of any 
need for crisis man- 
agement in the re- 
gion from the White 
— House. 

TERVIEW President Ronald 

IN Reagan has earned 


THE REAGAN 


_ heavy criticism whenever he has in- 
volved himself directly 


in United 
States foreign-policy decisions — 
whether he is confronting Moscow, 


sending marines into Lebanon and 


pulling them out again or literally 


. undermining a Marxist regime in Cen- 


tral America. 
But as East Asia has been relatively 


. free from major problems, and thus of 


major controversy within the US Con- 
gress (making Asian policy a matter 
largely of bi-partisan consensus), the 


» management of relations with the re- 
. gion has been largely left to the profes- 


sionals. The result is that links with the 


— region are probably better than at any 


time since World War II. 


lack of problems enabled 


led the "Peking primary." The China 


_ trip is being followed up by Vice-Presi- 
— dent George Bush, who is currently 
visiting Japan, Indonesia, India and 


Pakistan. 
- For a president seeking re-election, 


it is natural to turn the focus on Asia, 


which — despite Afghanistan, Cam- 
bodia and the Philippines — is a suc- 
cess story in stark contrast to other 
global crisis points. And Reagan can 
justifiably associate himself with the 
Pacific basin's achievements. The cur- 
rent state of US—East Asia links repre- 


= sents a triumph of pragmatism over 


"2 


ideology, of the Reagan administration 
over Reaganism. Reagan's personal 
contribution to this has been a general 
orientation towards the Pacific that he 
has brought from his Californian home 
to the White House. 

Right frdm the beginning of his ad- 
ministration,, Reagan appointed old 
Asia hands to positions of authority, 
starting off with.the ill-fated Richard 
Allen asnational security adviser. The 
equally:doomed Alexander Haig was 
replaced. as secretary of state by 
George. Shultz, who previously had 


Theview from the White 


.. By Derek Davies and Nayan Chanda in Washington 


built up close business links with, in 
particular, Japan, South Korea and 
Southeast Asia, and who promptly — 
in August 1982 — ordered the State 
Department's policy-planning body to 
prepare a report on long-term strategy 
towards the Pacific basin. 

Reagan also appointed Richard Ar- 
mitage, a Southeast Asian expert, as 
assistant secretary of defence for inter- 
national security. More recently, 
Michael Armacost, former ambassador 
to Manila and another old East Asian 
hand, was promoted to the No. 2 job 
in the State Department. Finally, 
Reagan's new ambassador-at-large, 
Richard Fairbanks, has been given as 
his priority task the preparation of 
another report on the Pacific basin. 

Reagan has a Californian's appreci- 
ation of the shift of the economic 
centre of gravity towards the Pacific. 
He and his aides have repeatedly 
pointed to the amount of business 
being conducted across the ocean, the 
volume of trans-Pacific trade having 
overtaken US trade with Europe back 
in 1978. Last year the value of US trade 
with the Pacific rim was 24% greater 


While the Philippine bases, Clark Field 
and Subic Bay, are subjects of increas- 
ing controversy in Manila, they are 
welcomed privately by all the Asean 
countries, despite the association's de- 
dication to the creation of a zone of 
peace, freedom and neutrality (Zop- 
fan). 

Worried about signs of a growing 
Thai dependence on China in its con- 
frontation with Vietnam, the Asean 
nations are quietly encouraging the 
Reagan administration to increase 
military assistance to Bangkok. Simi- 
larly, while China makes pro-forma 
objections to the presence of US troops 
in South Korea, in line with its denun- 
ciations of superpower rivalry, pri- 
vately the Chinese make it clear that 
they regard the US troops as essential 
to the maintenance of the stable status 
quo on the Korean peninsula. 

Meanwhile, China's armed forces 
are quietly building up à close re- 
lationship with the US military estab- 
lishment through regular exchanges of 
delegations, involving training by US 
advisers. Recently (REVIEW, 8 Mar.) a 
high-powered Chinese military mis- 





Strategically, US links with Asia are more 
‘comfortable than those with Europe 





than with Europe — a leap from a 9% 
difference in 1980. Last year Japan 
was the second largest buyer of Ameri- 
can products after Canada. 

The Reagan administration's en- 
thusiasm for the opportunities this 
business. presents has caused some 
alarm in Europe and recently Law- 
rence Eagleburger (the man whom Ar- 
macost is replacing as under-secretary 
for political affairs in the State De- 
partment) had to make a speech reas- 
suring Europe that the trans-Atlantic 
relationship was in no way being 
downgraded — a point repeated by 
Reagan: himself in speaking to the 
REVIEW immediately on his return 
from China. | 

Strategically too, Washington finds 
its links with Asia more comfortable 
than those with Europe, which differs 
sharply. with Reagan on how to deal 
with Moscow and on nuclear confron- 
tation (at least with regard to the new 
medium-range and cruise missiles 
being installed in Western Europe). 

In contrast, the US enjoys almost un- 
questioned base facilities in Japan, 
South ‘Korea and the Philippines. 


sion made a month-long tour of US de- 
fence industries, and has since submit- 
ted a shopping list. 


lready China is buying consider- 
A quantities of high-grade US 
technology, some with possible 
military applications, and Reagan 
hinted to the REVIEW that Washington 
may push for a removal of some of the 
limits placed on sales of sensitive items 
by the West and Japan under Cocom, 
the Coordinating Committee for East- 
West Trade Policy which imposes re- 
strictions on exports to communist 
countries. | 
Early next month, China's Defence 
Minister Zhang Aiping will visit 
Washington and probably sigh the first 
Sino-US agreement for military-tech- 
nology transfer. Two weeks before 
Reagan left for»China, the Soviet 
Pacific fleet mounted a large exercise 
in the Gulf of Tonkin, using naval in- 
fantry in amphibious landings on non- 
Soviet-held Asian soil for the first 
time. 
The region's lack of any worried re- 
sponse to manoeuvres which once 
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would have been regarded with grave 
concern may explain some of 
Washington's frustrations in trying to 
persuade East Asia of the dangers 
Moscow poses. But it also served to 
underline the extent to which East 
Asia's new sense of security is due to 
the continuing American commitment. 

Perhaps the relative absence of 
crises and East Asia's growing pros- 
perity has resulted in a better appreci- 
ation by the region of the part the US 
has played and is playing in providing 
a security shield and in aiding 
economic development. Tensions do 
exist — most notably with China over 
Taiwan and with Japan over trade, fi- 
nance and defence issues. Moreover, 
the Reagan administration's once-un- 
qualified support for the regime of 
President Ferdinand Marcos in the 
Philippines threatened to produce a 
backlash in the aftermath of the assas- 
sination of former senator Benigno 
Aquino. 

However, in a move which has been 
compared by some analysts to the deci- 
sion to pull the marines out of Leba- 
non, Reagan cancelled his planned 
1983 visit to Manila and, as is evident 
from the REVIEW's interview, has ob- 
liquely warned both Marcos and the 
Philippine military, reminding them of 
Washington's deep commitment to the 
democratic process. Apart from the 
Manila factor and minor irritations in 
Washington's relations with Jakarta, 
US links with East Asia are generally 
characterised by a warmth which is in 
stark contrast to its relations with any 
other part of the world. While most 
commentators agree that the trip to 
China was a success, there have been 
dissenting voices. 

One asked why Reagan should be 
given credit for simply restoring Sino- 
US relations to their level of three 
years ago, when Reagan himself had 
erected all the obstacles to a continu- 
ing improvement in the interim. 
Another argued that Reagan had been 
completely out-manipulated by the 
Chinese who had succeeded in bring- 
ing him to Peking "to eat crow," swal- 
lowing all the words of his campaign 
promises and pledges to Taiwan — a 
"juicy symbolic" achievement. 

Referring to Peking's censorship of 
Reagan's. denunciation of Soviet 
hegemonism, praise for capitalism and 
religious beliefs, this commentator 
lamented that Peking had been able to 
reproach Reagan for an intemperate 
animosity towards the Soviet Union. 

“What a spectacle!” Robert Kaiser 
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Reagan, Davies 


wrote in The Washington Post. "The 
one country that has taken dramatic 
steps to align itself with the US against 
the Russians publicly rebukes the 
American president for his crude 
statements and intransigent approach 
to relations with the Soviets.” 

Such comments, apart from reflect- 
ing the American propensity for 
breast-bcating, miss the point. The 


and Chanda in the Oval Office: recovering lost ground. 
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BILLIE B SHADDIX White House 


had resulted in Peking gaining many 
concessions without reciprocal benefit 
to the US. The same approach was con- 
tinued by Haig, leading to the 17 Au- 
gust 1982 communique, which prom- 
ised gradual reduction of US arms 
sales to Taiwan. The Reagan adminis- 
tration then set about recovering some 
of the ground lost. 

In 1982 it made a six-point pledge to 





China’s modernisation priorities mean China 
needs the US more than the US needs China 





Chinese have changed their mind too: 
five years ago China’s strongman Deng 
Xiaoping took advantage of a visit to 
the US to denounce hegemonism and 
speak in terms of a Sino-US united 
front against Moscow — which is 
exactly what Reagan did. (Deng also 
took the opportunity to promise the US 
that China would *teach a lesson" to a 
smaller Third World country, Viet- 
nam.) 

If in the meantime China has 
changed its mind and concluded that 
open defiance of Moscow could be 
counter-productive (resulting in an in- 
creased Soviet military build-up, in 
turn requiring China to divert its re- 
sources to defence), the American cri- 
tics did not say why Reagan also 
should not be allowed to change his 
mind. 

In fact, while this may not have been 
Reagan's intention when he called for 
official ties with Taiwan during his 
presidential campaign, the US has 
gained considerably from the obstacles 
to the Sino-US honeymoon erected by 
his stance. Under Jimmy Carter's ad- 
ministration, the *China card" policy 


Taipei that Washington would never 
pressure Taiwan to enter into negotia- 
tions with China, change its position 
on sovereignty over Taiwan or set a 
date on ending its arms sales. to 
Taiwan. Peking had failed to obtain 
any US help in its goal of "recovering" 
Taiwan. Washington also recovered a 
sense of certainty in negotiating the 
nuclear-cooperation agreement which 
was initialled during the Reagan visit 
to Peking. 

Despite the eagerness of the US nu- 
clear lobby to sell reactors to China, 
the administration realised that the 
Chinese were even more eager to buy 
and have held out over the past two 
years for guarantees which would 
satisfv congress on the proliferation 
issue and for "consent rights" — as re- 
quired by US law — over China's use of 
processed fuel (which can'be enriched 
to produce weapons-grade fissile ma- 
terial). 

Over those two years, Peking has had 
to come to terms with the fact that 
bluster and pressure will no lónger au- 
tomatically win concessions from 
Washington. The Sino-US relation- 
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assessment. of pes others needs. 
_ While China's media gave the i — 
sion that Taiwan was a major subject 
of discussion, in fact the issue was 
dealt with perfunctorily, for Peking 
had realised that no more easy conces- 
sions were to be gained. 

The Chinese had made a clever as- 
sessment of Reagan's chances of re- 
election and had invested some effort 
into aiding this (standing to lose no- 
thing if he is defeated), but their gains 
were limited. Both sides now know 
that China's modernisation priorities 
mean that China needs the US more 
than the US needs China. 

US commentators may jeer at 
Reagan for changing: his mind and 
quote old campaign promises against 
him. But hehas gained all he wanted — 
and more — from the China visit, and 
the US is today in a stronger position in 
. its volatile relationship with Peking 
than it was when he was elected. 

The American author Gore Vidal 
wrote back in 1961: "The politician 
must have that instinctive sense of oc- 
casion which is also the actor's art. To 
the right challenge, he must have the 
right response. He is, in the purest 






A3 ez listic T 4 n 


i 1 "X4, - « j ) j ' i 4 ue á Z > " S ^ w- zi. uve 
? ds AN aed Rol" T» DP EATER IL * C = — Er - TY. L —ã 5" 
f 


President Ronald Reagan feels that his recent visit to 








4 | 


China has advanced the Sino-American relationship 
by achieving a mutual acknowledgement of the differ- 
cause a friendship based on fiction will not last.” The 
“mutual respect” thus established involved an accep- 
aligned. The common interests and the real friendli 

N ness Reagan says he found in Peking will contribute, 

w A Y » entire Pacific basin, and he feels that the Cocom 

A controls imposed by the Nato countries and Japan 
after "careful consideration and approval" by the 
member nations. 
tion, the president said Hanoi could "improve the 
American people's image of Vietnam" by resolving the 
Vietnam War. Reminded of Vice-President George 
Bush's praise for the "commitment to democracy" of 
stated that he had recently “underscored to President 
Marcos the deep commitment to representative gov- 


ences which still lie between the two countries “be- 
tance by Reagan of China's desire to remain non- 

he asserts, to stability and progress throughout the 
on sales of sensitive items to China could be relaxed 

While blaming Vietnam for its own present isola- 
problem of Americans missing in action during the 
Philippine President Ferdinand Marcos, Reagan 
ernment and a democratic electoral process which all 





sense, an opportunist.” 


That seems to be an adequate judg- 
ment on the drama of Reagan's China 


trip. 











When you campaigned for 
the presidency back in 1980, 
did it ever occur to you that 
in 1984 you would make a 


“red carpet" tour of China? 


I have always recognised 
the importance of good US- 
China relations. From the 


very outset of my adminis- 
tration, I was determined to 


place this relationship on a 
more stable and enduring 


- footing. I think we have suc- 
: ceeded. We have had some 
problems and some differ- 


ences over the past three- 


and-a-half years, but we 
"have never stopped com- 


municating with each other. 
Improving US-China rela- 


' tions is in the best interests 
| of the American people, the 


Chinese:people, the peoples 
of the EastsAsian region, and 
the cause of world peace. 
We made substantial pro- 
gress in working out some 
difficult problems and then 
proceeded to advance the re- 
lationship in a number of 
important areas — techno- 


The US looks west 
to the Pacific 





logy transfer, trade, student 
exchanges, and so on. The 
exchange of high-level visit- 
ors during our administra- 
tion has been intense, lead- 
ing to the visit to the US in 
January by Premier Zhao 
[Ziyang] and my visit to 
China. 

The vice-president, Sec- 
retary of State [George] 
Shultz, Secretary of Defence 
[Caspar] Weinberger, Sec- 
retary of Treasury [Donald] 
Regan, and Secretary of 
Commerce [Malcolm] Bal- 
drige all visited China for 
substantive talks prior to 
our recent visit. We look for- 
ward to continuing this ex- 
change with visits to the US 
by Chinese President Li Xian- 
nian, General Secretary Hu 
Yaobang and Defence Mi- 
nister Zhang Aiping. 

We went to China to ad- 
vance the prospects for sta- 
bility and peace throughout 
the world. And we went to 


illustrate, by our presence, | 
our sincere desire for good 


some. T " 





Americans share. " 


relations. We went to meet 
again with the Chinese to 
review our concerns and our 
differences. And we went to 
China to further define our 
own two countries' relations 
— and, by defining it, ad- 
vance it. And I feel that we 
made progress. 

I had long and thoughtful 
meetings with the Chinese 
leadership. Comprehensive 
meetings. We each listened 
carefully to what the other 
had to say. We agreed that in 
this imperfect world, peace 
in its most perfect form can- 
not always be reached — but 
it must always be our goal. 
And we, the people of China 
and the US, must make our 
best efforts to bring greater 
harmony between our two 
countries. 

I told the Chinese leaders 
that we must continue to 
acknowledge our differ- 
ences, for a friendship based 
on fic ion will not last. But 
we agreed that there is much 
to be gained from mutual re- 
spect. And there is much to 
be gained on both sides from 
expanded opportunities in 
trade and commiercé ^ and 
cultural relations, and ‘nuch 
to be gained through stabil- 


ity and economic. prógress 
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Welcoming REVIEW editor Derek Davies and 
Washington bureau chief Nayan Chanda into the Oval 
Office of the White House on the morning after his re- 


throughout the entire 


Pacific basin. 


Your administration has 
categorised China as 
"friendly" for export control 
purposes. Do you think that 
China's status under Cocom 
should be changed? 

Cocom is a cooperative 
organisation of many coun- 
tries and any changes would 
need the careful considera- 
tion and approval of all its 
members. Cocom has been 
processing cases for China 
expeditiously and has ap- 
proved many exports to 
China at higher technical 
levels than exports to the 
[Soviet Union]. Thesteps we 
have taken on export licens- 
ing take into account 
China's needs and capa- 
bilities by providing support 
for "China's "nh 
programmes. i 

We still maintain spine 
controls, as we do for many 
friendly countries, ‘on very 
sophisticated items’ which 
are essential to our national 
security’ interests, but very 
few exports to Cina — less 
thàn 195' — have' been de- 
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You "have always been 





Mord he said "Well. we all feel alis w od at he © 
trip, and I do particularly. Granted there are - 


ences between us — in our styles and kinds of govern- 
ment and all — yet there was a friendliness. We found 
they and we had the same idea. The things that were im- 
portant were not the differences, but the things we had 


in common." 


He added: “They are as opposed to expansionist policies 


as we are, attempts to dominate or have hegemony over. | 
other areas or other countries. We made it plain to them | 
that we respected their non-aligned situation. They're very . 
serious about wanting to be non-aligned, and we agreed. 





with that, but said that didn't mean that we could not work | 


together on things as two independent countries with the | 


same interests." 


Putting the visit into a wider perspective, hesaid: "Ihap- | 
pen to be a believer in the Pacific basin as the place of the | 
future. An American once said: ‘Go west, young man.’ Well, | | 
we're still going west. And I think between us, the two- | 
biggest nations — the United States and China — can con- . 
tribute a great deal to stability in the whole Pacific basin © 


and East Asia. 


“I was struck by the changes the Chinese are making a 
part of their modernisation, including their welcome to 
outside capital. It was pretty unusual after recent years ac 
tually to go through a plant that was a partnership between 


a Massachusetts company and the People's Republic, to 
know that they have now also opened up to investments 
without partnership, involving the outright ownership of 
concerns and industries by foreign firms. I think it all wasa 
most successful trip: we found ourselves in agreement on so 


many things." 





known asa friend. sud sup- 


porter of Taiwan, arguing. 


for official recognition dur- 
ing your campaign for the 


presidency. What are your 


feelings about the island 
today and do you expect that 
any agreement reached on 
the future of Hongkong will 
augur well orill for Taiwan? 
My longstanding personal 
friendship and deep concern 
for the people of Taiwan are 





steadfast and unchanged. I 


am committed to maintain- 
ing the full range ut contacts 


ple of Taiwan. —. commer- 
«cial, cultural and. other con- 
'. tacts.— which are.compati- 
ble with our unofficial re- 
. Jationship. As.I have often 
.said, we will not; abandon 


old friends to make. new ig 


friends. 
.. The, British, 








| prosperity 





are continuing discussions Are 


on Hongkong. I hope the two 
sides will reach an agree- 
ment which preserves the 
and stability 
there. We have an interest in 
such a settlement, particu- 
larly in light of our signifi- 
cant business and invest- 
ment presence in Hongkong. 


Your administration has em- 
phasised a closer relation- 
ship between Japan and the 


US as a vital link between 


the world's two most power- 
ful economies, both married - 
to the principle of free trade. 
However, during this elec- 


tion year, Tokyo has come 
under increased pressure 
from the US to inter- 


nationalise and revalue the 
open its markets to US. 
ds, and limit exports to- 


yen, 







he US — a strong theme in 


| Walter Mondale’s campaign. 
satisfied with 


you 
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to ài 


rican.” 








Central Ameta 


Tokyo's moves to liberalise 
its market, and can Japan 
expect a softening of US 
pressure next year? . 

Our trade policy towards 
Japan this year is the same 
one we have been pursuing 
all through my administra- 


| tion. It is a simple and, we 


believe, fair policy. We 
would like our companies to 
have the same. access to 
Japan's market that Japan- 
ese companies have to ours. 
During the past two years, 


able progress in opening its 
market further to American 
products, and we are confi- 
dent we'll see more progress 
in the months ahead. 

Now, as you pointed out, 
this is an election year, and 
there are those who would 
like to take the easy way out 
and throw up protectionist 


politics in an election year, 
but I can assure you that it is 
bad economics, and bad for 
our country and the world 
trading system. We are de- 
termined to resist this, but 
we need progress in foreign 
markets opening to our pro- 
ducts. 


— quotas which bus must meet which go to the 
government. But over and above that, they can sell their: 
surplus produce in the marketplace. i 
“We visited the home of a young couple, with their son- 
and his father and mother living with them. He had a new ` 
home — and he had built it. He spoke of how they were able 

ive money to do this and of how they were now saving. 
for f rther furnishings for the home. It sounded very Ame- 


' asked Reagan whether, asa Californian, he had a more 
Bieten: TON — the Pacific than someone from, say, 


c if their. bri iude — as far as I could see, all of it— 
is across the Pacific to the west. Yes, we do have that. It does 


sin, * alli its nations and all its potential for 2 E 
and map im — that i is the future. 


Japan has made consider-. 


| tries, particularly in the de- 


barriers around our country.. 
This may seem like good 


As for internationalising | economic growth, ‘while re- 










































































the yen, I gave my view in my 
speech to the Diet las 
November. Heré.you have a 
country that has the world's 
second largest free market 
economy and tremendous 
political stability. We be 
lieve that its currency should 
reflect this, and play the 
same role in the world econ- 
omy that other. major cur- 
rencies do. Our Treasury De- 
partment and the Japanese 
Finance Ministry have been. 
meeting on this issue since 
February, and I believe that. 
we have been making sieady 
progress. 





Your administration con- 
tinually exhorts other coun- 


veloping world, to practise. 
fiscal and monetary discip- - 
line. But would you not. 
agree that it is the US’ own. 
unmanageable budget and. 
current-account: deficits. 
which endanger ‘the world 
economic recovery and its 
(still historiéally. high). in- 
terest rates whieh result in 
the undervalued” yen, in- 
crease the debt burdens of 
borrowing countries and in- 
hibit investment worldwide? | 

By reviving’ X strong. 











a f, we are. begin- 
gt to minke real progress in 











A Sach — a toa em 
ncrease of American orders 
for foreign goods and ser- 












“dollar results from a number 
-of powerful market forces, 
including the strength of our 











onfidence of foreign invest- 
ors who see the US as the 
safest and most attractive 
country in which to invest. 

It is true that our interest 








b odia issue, the 
n sup- 











| Md for — to hue a 
arger role in Southeast Asia 
while the US confronts m 











fion for the feeling that, 
faced with the problems of 
relations with the Soviet 
Union, the Middle East, 
Central America and Europe, 
the US accords low priority 
o the former “dominoes” of 
Southeast Asia? 

. Not at all. The US has very 
mportant economic and 
security interests in South- 
east Asia, particularly in the 
Asean countries. Asean, asa 
group, is our fifth largest 
trading partner and the site 
of some US$10 billion in US 
investments. We have bilat- 
-eral security commitments 
to two Asean members, 
Thailand and : he Philip- 
pines. ` ix 
If our involvement? ap- 
pears to be less than in other 






































because öf the success the 





political issues they face, in- 


| just political : solution to the | 
- | [Cambodia], which. will te=. 


' control over their owr 


vices. The strength of the 


economic recovery and the 





| with China so that. the in- 


"areas of the world, itis only 


(sean countries have had in |. 
managing the economic and | 






problem of ‘Kampuchea 











Store to the Khmer -puchea have isolated it in- 










almost no friends outsidethe 
[Soviet Union] and its most 
Obedient followers. The 
‘Seviet Union has been able 
to trade on its massive mili- 
tary and economic assist- 
ance to obtain access to air 
and naval facilities in Viet- 
nam. Hanoi has chosen its 
present isolation. It can 
choose to end it by negotiat- 
ing a comprehensive politi- 
cal solution to the problem 
of Kampuchea. 
At the same time, we and 
the Vietnamese have agreed 
that the question of Ameri- 


tiny, has been vigorous. 

It is, however, Asean's 
security which is most’ di- 
rectly threatened by Viet- | 
nam's occupation of Kam- | 
puchea. Therefore, Asean 
should continue to take the 
lead on this issue. Asean, the 
US and China have a com- 
mon interest in restoring 
peace to Southeast Asia. 

China's role in the area 
will be determined by the 
state of its relations with the | 
region's governments, not by 
the US. We will continue to 
manage our relationship 




















































cans missing from the Indo- 
‘china war is a humanitarian 





terests of our friends in 
Southeast Asia are not dis- 
advantaged. 






issues. Our discussions with 
- Hanoi on this question con- 
tinue, and resolution of this 
issue could only help to im- 
prove the American people's 
image of Vietnam. 







In supporting Asean, China 
and the Khmer coalition in 
exile (which includes of 
course the Khmer Rouge), 
US policy increases Viet- 
nam's dependency on Mos- 
cow and thus Mosców's 
leverage over Hanoi, result- 
ing in Soviet naval and air 
force units using the bases at 
Cam Ranh Bay and Danang. | 
Just as former president. 
Richard Nixon once helped 
to open China up, is there 
any possibility of a Reagan 
initiative to Vietnam de- 
signed to break the Cam- 
bodia deadlock? die 
First, the US does not 












Vice-President George Bush, 
visiting Manila, once prais- 
ed President Ferdinand 
Marcos’ “commitment to 
democracy.” Marcos has re- 
cently quoted excerpts from 
a letter from yourself which, 
at least out of context, ap- 
pear to be supportive. Will 














Marcos with money and 
goodwill, if he fails to de- 
liver free and fair elections? 
How would you view the 
emergence of a military re- 
gime? Are you worried about 
the anti-US base position of 
the non-communist. opposi- 
tion to Marcos? 

We have recently under- 
scored to President Marcos 
the deep commitment to 
representative government 
-and a democratic electoral 
process, which’ all Ameri- 
; share» Various ste 








recognise the — 












on the ICK [International 
Conference on Kampuchea] 
principles. We provide 
moral and political support. 
to the non-communist re- 
sistance groups, as  evi- 
denced by my meeting last | 
September | with» Princé 
Norodom Sihanoukand S an AT 

























S ceond it is not the US 
which has isolated Vietnam. E 
Hanoi's policies in Kam- 


ternationally and left it with 


matter separate from other 


the US continue to support | 


world's 






s | anti any pen country but is 


«€ ntinued: E 


Philippines à is the key to re- 
building both economic and 
political confidence after the 
difficulties: of the past 
months. ~ : 

I am not in the habit of 
commenting on events that 
haven't yet occurred, but I 
would point out that the US 


and the Philippines are 
treaty allies. The US, 


through both Republican 
and Democratic administra- 
tions, has had very good re- 
lations with the Philippines. 
We expect to continue these 
relations in the years to 


come. 


Your question about the 
emergence of a military re- 
gime is highly speculative 
when we consider the un- 
broken Philippine tradition 
of civilian authority over the 
military. To my mind, the 
whole point of elections in 
the Philippines is to 
strengthen their political in- 
stitutions to assure that they 
reflect and are responsive to 
the will of the people, and to 
enable the country to meet 
the serious political and eco- 
nomic challenges that it faces. 

The US military presence 
is not a campaign issue in the 
Philippine elections. Thanks 
in part to the vast reservoir 
of goodwill that exists be- 
tween the American and 


Filipino peoples, there seems 


to be an appreciation by the 
majority of Filipinos that the 
US military facilities serve 
the security interests of both 
countries and of the region 
as a whole. 


Despite its anti-American 
stance and its close relations 
with the Soviet Union, do 
you not feel that past and 
present US administrations 
could have done more to im- 
prove relations with the 
most populous 
democracy, India? 

Well, I do not consider 
India to be anti-American. It 
is certainly true that India 
has close relations with the 
Soviet Union; but this has 
not prevented us and other 
Western nations from de- 
veloping our own relations 
with India. Mrs [Prime 
Minister Indira] Gandhi has 
said that India is not pro or 
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Swiss Bank Corporation: 


We can help you package 
that international trade deal. 





. r 
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"Sometimes, making the sale is 
the easiest part of an export trans- 
action, and you need an 
innovative banker who can see 
beyond the problems of 

trade financing to make the deal 

a Success." 

Paul Lachausse, 

First Vice President 


If you're getting involved in inter- 
national trade, you'd better 

do your homework. It's not always 
easy-but it's a lot easier than 
trying to salvage whatever's left 
over if the transaction runs 

into trouble with another country's 
import/export restrictions, 
payment practices, currency pro- 
blems, etc. It helps to have an 
experienced international banker 
on your side. Not only for 

advice on the mechanics of the 
transaction, but to work 

out creative, overall solutions to 
complex problems. With our 
international tradition and our home 
base in multilingual Switzer- 

land, we've helped put the finishing 
touches on a lot of trade | 
packages over the years. This may ; 
be why our customers keep 
coming back. Because they tend 

to do their homework, too. 





Swiss Bank Corporation 
Schweizerischer Bankverein | : 
Société de Banque Suisse  . 


The key Swiss bank i 





General Management in CH- 4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide | 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris, North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 
Mexico, Panama, Rio de Janeiro, São Pauló. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: 
Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. | 
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ive we agreed that 
ere must be a' regular 
alogue between us. This 


















tary Shultz visited India in 
1983, and Vice-President 
Bush will be visiting India 
his month. In addition, we 






















have taken steps to 
strengthen business and 
commercial relations be- 





ween India and the US, 
hich I believe is a very im- 
ortant factor in building a 
ng-term relationship. 
urthermore, we are making 
forts to increase under- 
anding between India and 
ie US through major cul- 



















































nd in 1985. 














h India, certainly. But I 
y believe that India and 
have reached a point 
ere we can pursue a ma- 
e and.constructive re- 
ionship, based on the 
ues. and interests 
ire rather than on poínts 
ifference. 










































its past efforts tà contain 


ia; the US allied itself 
th many corrupt dictators 
nworthy of the support of 
ie world’s most powerful 
emocracy. This allowed the 
9)mmunists to claim to 
epresent the “people” 
ough in fact they were 
ianipulating the forces of 
ationalism). Is not the US 
| danger of repeating these 
listakes in backing the pre- 
t regime of El Salvador 
d in undermining that of 
caragua, forfeiting in the 
ocess the revolutionary 
lealism in which the US 
was born and which remains 
its greatest international ap- 
peal? 

| I think your question can 
best be answered by describ- 
ing current US policy and 
he situation on the ground 
n Central America. The 
mage of an area ruled by 
corrupt dictators simply 
does not reflect: current cir- 
cumstances... |^ 

. Today there are four prac- 
tising democracies in the 
area: Costa. Rica, El. Sal- 
vador, Honduras and Belize. 
Two of the remaining three 
ountries, Guatemala and 





















































































































this area-wide norm, 
there the p 


process is continuing. Sec- 


al — this year 


Ve have our differences 


wei 


mmunist expansion in| 


and 


an alternative that o 











le face a 





tatorship 
Those who would look for 
simple, one-sided solutions 


‘to the problems of Central 
| disap- . 
pointed. The issues are com- 


America will be 
plex and during the past 
year, the US has pursued a 
policy designed to deal with 
many aspects of the con- 
stantly evolving situation. 
That policy is based on four 
elements: support for politi- 
cal reform; support for 
economic development; sup- 
port for dialogue within and 
among the countries of the 
region, and security assist- 
ance to provide a shield be- 
hind which reforms, deve- 
lopment and negotiations 
can take place. T 

This balanced, com- 
prehensive policy recognises 
the deep-rooted economic, 
social and political problems 
which are the fundamental 





causes of the current insta- 
bility in Central America. It 
also addresses the external 
sources of the conflict: at- 
tempts by Marxist-Leninist 


forces to exacerbate indi- 


genous problems. 

The situation in El Sal- 
vador is frequently por- 
trayed, as your question im- 
plies, as a clash between ex- 


tremes of Left-and Right — 


the forces of oppression ver- 
sus the forces of violent re- 


volution. But this view omits - 
a vital new element: the re-- 


formist coup of October 1979 
subsequent coalition 
governments have created 






prospect of genuinely de 
cratic and progressive re- 
form. 

A new, liberal constitution 
was passed. by the Salvado- 


ran Legislative Assembly in | 


December 1983 and, on 1 
June, a. democratically 
elected president. will be in- 
augurated. Since 1979 the 


been P fundamei ally 


prehensive verifiable 


8 the : 









history of El Salvador has | 1: 


jar as came to power 
in 1978, they pledged to the 
Organisation of American 


| States to establish a demo- 
|.eratic, pluralistic and non- 


aligned regime. The US took 
a leading role in the interna- 
tional effort to assist thenew 


i government in Nicaragua, 


and in the first 21 months 
after the fall of [former pre- 
deris Anastasio] Somoza 
* authorised US$117.2 
milion in economic assist- 
ance. | 
Despite the promises, 
what we see today are San- 
dinista leaders who have 
succeeded in removing from 
influence everyone who dis- 
agreed with them, who have 
built an army four times the 
size of Somoza’s, who have 
demonstrated close ties with 


| Cuba and the Soviet Union 


and who have continued to 
support subversion in neigh- 


bouring states, particularly - 


El Salvador. 
Today, there is no longer 





any serious dispute that 
Nicaragua is a major source 


of instability in Central 
America. The Contadora 
peace process offers the op- 
portunity for Nicaragua to 
address the legitimate con- 
cerns of the US and its 
neighbours. 

The US supports the com- 
im- 
plementation of the Contad- 
ora Document of Objectives, 
agreed to by the five Central 
American states and the four 
Contadora countries — Col- 
ombia, Mexico, Panama and 
Venezuela last Sep- 
tember. The principles iden- 


tified in the Document of 


Objectives, which include 
the reciprocal, verifiable 


withdrawal of foreign mili- | 


tary advisers, an end to arms 
trafficking. and. support for 
subversion, and national re- 
conciliation through the 





democratic: process, are the. 


issues which must be treated 


sincere and: | 


ino Centrat: | ——— on: the. psum peo- 





leftist Nica: aguan regime, 
but little direct help to the 
Afghan resistance to the 


Soviet occupation. Is the 
difference a matter of geo- 


graphy, or of a willingness 
to confront Soviet “proxies” 


but. not the. Soviets them- 


selves? — | | 

I think your question 
mixes apples and oranges a 
bit, but you seem to be 
suggesting that we have not 
been supportive of the Af- 
ghans, who are resisting 
Soviet efforts to take over 
their country. If that's the 


implication, I'm afraid I'd 


have to disagree. 

The US has been active, 
along with the vast majority 
of the free nations of the 
world, in trying to help the 
Afghan people win back 
their independence. Such 
support has taken many 
forms — diplomatic activity 
within the United Nations, 
making Afghanistan an im- 
portant part of our bilateral 
agenda with the Soviets, 
substantial aid for the re- 
fugee communities and firm 
backing for Pakistan in its 


efforts to resist Soviet in- 


timidation. 

The general point is that 
there is more than one effec- 
tive response to Soviet- 
backed aggression. These 
problems are complex and 
vary from region to region. 


So do our responses. 


But one thing should be 
clear: Soviet actions in Af- 
ghanistan, including recent 
escalation of warfare there, 
seriously undermine the 
search for a negotiated poli- 
tical settlement, based on 
the four elements of the re- 
peated UN General Assem- 
bly resolutions with- 
drawal of Seviet forces; re- 
storation of the independent 
and non-aligned status of 
Afghanistan; self-determi- 
nation for the Afghan peo- 
ple, and permitting the Af- 
ghan refugees who have 
been forced to flee their own 
country to return with safety 
and honour. 

The US remains commit- 
ted to achieving these inter- 
nationally agreed objectives. 
It is past timethat the Soviet 
Union respect the wishes of 
the world community and 
bring to.an end the terrible 
ordeal which they have 
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BLUE POWER 


The story of textiles runs like a thread through history. 
The rise and fall of entire empires following its course. 
Wool powered England to commercial prosperity. Cotton 
changed the face of the United States. Japan's industrial 
might owes a continuing debt of thanks to silk. 

Textiles have played no small part in the Far East’s 
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present rise to prominence. And helping many an exporter 
along the way to success has been ScanDutch. We know 
the E .uropean scene - the continent's most interesting 
markets, its most influential buyers. So whether you 
produce blue jeans or suits, woven goods or knits call us. 
We'll get your orders there in style. 


ScanDutch $ 


WHERE GARMENTS GO 15* CLASS 





z Y 4 In our 7475, there are only 8 seats 
First Class " No, Economy. abreast. In our DC-10s, just 7. 
It's simple. Book yourself on SAS First You get 38 inches of legroom instead of 
Business Class. 34 inches. 
We seat you in a spacious, restful cabin You dine on china instead of plastic. 
instead of behind a curtain. You drink from a real glass instead of a 
You can relax in a next-to-First Class plastic cup. 
chair instead of a Tourist Class seat. You're provided with electronic head- 





phones instead of those old acoustic ones. 


You get everything except a surcharge. 
The fare is normal economy. No more. 

It's no big surprise that our First Busi- 
ness Class earned us the Oscar of the air- 
line world — The 1983 Airline of The Year 
Award. 

Try us next time you fly to Europe. 





We offer you four weekly connections from 
Tokyo and three non-stops from Singa- 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
all of Europe. 
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The Businessman: s Airline 


AIRLINE OF THE YEAR 
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E At Canon we re. very y particular about the images ¢ our proc kid putc on n paper 
Thats SO omethi ing to think about when you're choosing at typewriter, — 
~ whether for your office or for personal use. 


ene We kno that electronics alone just aren't enough to produce ty Y t pi in | worthy 
.. of the Canon label and the reputation for precision engineering it represe T 

— Thats why we build our full line of electronic typewriters to the same high 

7 _ Standard of engineering excellence as our cameras and copiers, EX 
tS ur facsimile transceivers and laser beam printers. 







NES So 0 you € an enhance office productivity by replacing electrics T 
E . with electroni lachines from our popular 300 series. Or enjoy the finest in 
~ electronic : yping with our 500 series. Create the office of tomorrow arou ne s 
A Our VP 2000 word-processing system. Or produce E 
executive quality documents anytime, paca, with c our 
 lypestar personal electronic type writers. 








And whichever you choose, you can be confident that you Te 
buying more t an electronic convenience. Because we're putting our . 
e ans on the line with every character our typewriters p produce. 
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,]. Precision for productivity i 





ELECTRONIC TYPEWRITERS 








ANON IN C. Tok Or JAPAN For further information, please contact: Hong Kong Jerdine Marketing Services Ltd. Po. Box. 30748 Tel. 5-7909011 Indonaata Pr SAMAFITRO J Jakatta NS 
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IN SINGAPORE, 
RECAPTURE THE 
GRAND TRADITION OF 


eae A GREAT HOTEL 
and stately, ° 
the Goodwood Park stands in a class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in Singapore 
today have old world charm and splendour. 

Whether it’s the Brunei Suite in the tower with its private 
lift, or the deluxe suites, luxury predominates. All the other 
rooms in the Goodwood are just as tastefully decorated and 
spacious. 

The Goodwood has ten restaurants (offering Continental 
to Japanese cuisine) and cocktail lounges, two pools to splash 
in and six hectares of gardens to wander through. All this in 
the heart of the city. Sounds exactly right 
for you. 
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Goodwood Pank HOTEL 


TIMELESS ELEGANCE 
22 Scotts Road, Singapore 0922. Telex: RS 24377 GOODTEL. 
| — Cable: GOODWOOD. 
vr (em GOODWOOD PARK * YORK HOTEL * LADYHILL e 
wore? BOULEVARD HOTEL SINGAPORE. 
Reservations Worldwide: KEM (Ë) Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline, 








WWF Kojo Tanaka BCL 


‘The 
Giant Panda 
needs your help 
to Survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 
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WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Revieto 
Advertisement prepared as a public service by Ogilvy & Mather 
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that requires a great deal of understanding. All of which suggests that before you set foot 
And nobody could be in a better positionto in the Australian market, it makes good sense to 
give you a knowledgeable introduction to it than talk to the Commonwealth Trading Bank. 
the Commonwealth Trading Bank. Together we'll map out your future plans. 


f 1200 
"e —— mnes branches covers COMMO "TTE TET. 
Placing us perfectly to provide expert OF AUSTRALIA. 


For further information contact: Mr Bob Storr, Chief Manager, Suite 2204, Level 22, Raffles Tower, 50 Raffles Place, Singapore 0104. Telephone: 224 3877. Telex: R520920. 
Mr Geoffrey Gill, Chief Representative, 709-712 Tower II, Admiralty Centre, Hong Kong. Telephone: 5-286441. Telex: 60466. Mr Bill Holdsworth, Chief Representative, 


Suite 1805, North Tower, Yurakucho l-Chome, Chiyoda-Ku, Tokyo 100, Japan. Telephone: (03) 213 7311. Telex: |28167. Offices also in London, New York and Los Angeles. 
CB246 


























The customs and traditions that make 
Thai culture so unique date back over two thousand years. 
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At Thai International we're pleased to say that nothing has changed. 


Thai 


Smooth as silk 












e TORNADOES 
were whipping up 


ER 
a the southern states 









of the United 
States as this 
Traveller landed 






in Washington DC 
last week, all set to 
join the REVIEW’s 
M r local bureau chief, 
1 VIEW Nayan Chanda, to 
! interview Presi- 
dent Ronald Reagan. Black cloud- 
storms and chilly rain were fore- 
cast to develop into major thunder- 
storms. The portents did not look 
good. 

They looked even worse at 11 a.m. 
on Thursday as we stood outside the 
northwest gate of the White House at 
the designated time to arrive for the 
11:30 appointment. Somehow the 
security computer, into which had 
been fed all the vital details necessary 
to penetrate the mystery, including 
our dates of birth, passport numbers 
and so on, had hiccupped. No trace. 
The guards, guns at hips behind the 










bullet-proof glass of their gatehouse, 


prodded the offending machine's 
keys while regarding us with rising 
suspicion. Nayan's tape-recorder 
began to look more and more like a 
bomb, even to me. 


I uneasily recalled certain inci-. 
dents, including the unscheduled ar- | 
rival of a helicopter on the White 


House lawn when shots were fired 
(but no one injured), which had re- 
vealed how — understandably — 


twitchy the guards had become since 


the assassination attempt on Reagan 
three years ago. The minutes ticked 
by: 11:20 a.m. My telephone calls to 
Bob Sims, deputy press secretary, in- 
side the building became more an- 
xious. Finally the clearance came 
through from Central Control: we 
were in. The sun came out. 

è THE rooms inside the Executive 
Wing of the White House are modest 
in size. A small anteroom with a 
couple of oil paintings (Washington 
Crossing the Delaware?), a carpeted 
corridor, a door opening amid a rush 
of aides and cameramen (our inter- 
view could well feature in a forth- 
coming TV promotion for the presi- 
dent's re-election campaign), and 
suddenly -the familiar figure, 
silhouetted against the window of the 







(again surprisingly compact) Oval 
Office, rises from his desk and strolls 
across to greet us. He is wearing 
make-up, presumably for the benefit 
of the TV and movie cameras, but ap- 
pears amazingly fresh after what — 
even in Air Force One, with stop-offs 
— must have b. 
to China and b 

His face is. 
hairs are bei 












1 a gruelling journey . 



























themselves, but he looks remarkabh 
chipper for a man of his age (72), and 


septuagenarians who played host to 
him in Peking. As we sat down 
(nearby occasional tables bearing 
items of Chinese porcelain), I 
thanked him for singling out the 
REVIEW from the many publications 
which wished to interview him after 
the China trip (“a signal honour”) 
and for seeing us so few hours after 
his return home (“I'm pleased to do 
it,” he said). 

I then remarked on how well he 

looked after the journey. “I’m tes- 
timony to the new method of handl- 
ing jet lag prescribed by a doctor who 
has written a book about it... It does 
work. We practised it and, I must say, 
came through the trip very well... 
[At least], I could practise it going, 
but then on the sudden turn-around 
to come home, I couldn’t. Coming this 
way was the worst.” 
e THE president had followed the 
Argonne anti-jet-lag diet developed 
by Dr Charles Ehret of the US De- 
partment of Energy’s Argonne labo- 
ratory. It is designed to speed the ad- 
justment of the traveller’s internal 
clock, or his daily biological rhythms, 
to new time zones. First, the traveller 
must determine breakfast-time at his 
destination on the day of arrival. 
Starting four days before that time, 
he should start a FEAST-FAST- 
FEAST-FAST routine. 

On Day One, he should feast, eating 
heartily a high-protein breakfast and 
lunch (eggs, steak, hamburgers, cere- 
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als, green beans, etc.) and a high- 


carbohydrate dinner to stimulate 
sleep (spaghetti and other pastas — 
but no  meatballs noodles, 
potatoes, other starchy vegetables 
and sweet desserts). No coffee except 
between 3 and 5 p.m. On Day Two, 
the traveller should fast to help de- 
plete the liver's store of carbohyd- 
rates and prepare the body's clock for 
resetting: light meals of small salads, 
fruit, light soups, broths, unbuttered 
toast, half-slices of bread, with 
calories and carbohydrates kept to a 
minimum. Again, no coffee except 
during the late afternoon. 

On Day Three, feast again. On Day 
Four, fast. Coffee should be drunk 
only in the morning if the traveller is 
heading westwards, or between 6 and 
11 p.m. if going eastwards. The final 
fast should be broken only at the 
destination's breakfast-time with a 



















kably | final, rigorous instruction: drink 


his stance and general bearing arein |. 
vivid contrast to the grey, stooped 


president, I reminded Reagan of a re 


of the majority of Americans he ha 





| had a crack at his Republican pre- 
-| decessor, Henry “the K” Kissinger: “ 
| think Henry is like a Titan missile," 

big said. “Very large in volume 
| takes a lot of fuel tooperate...Ithin 
| you know that Titans are bein 









alcohol on the aircraft. : 
The diet for the four days precedin 
arrival should be relatively easy 
keep (even easier with a White Hous: 
chef at hand), but I do not think” 
could face a trans-Pacific flight with 
out at least a drink or three. I shal 
have to go on jet-lagging. 
€ AS aides indicated that time w 
up, that we were eating into an ap 
pointment scheduled with the vice 





































































ference to the European “parentage 


made while stressing that his en 
thusiasm for the Pacific basin's f 
ture would not lead to a weakening 
trans-Atlantic links. He was due. 
like the late John Kennedy befe 
him — to take advantage of the fort 
coming London summit to make 
pilgrimage to the poor Irish ham 
from which his father had emigra 
I said that I, being mostly Welsh, a 
stemmed from the Celtic fringe an 
that some believed that the W 
were Irishmen who could not swir 
Reagan laughed and recalled a vis: 
to London for a Royal Command pe 
formance of one of his films (he is sai 
to refer to his acting days only rarel 
now) He had gone to Cardiff a 
been received by the city's mayor w 
had told him that, on his return t 
Hollywood, he was not to say that he 
had visited England, but that he had 
been in Wales. | 
@ I DID not remind the presiden 
of his 1978 remark about the borde 
between China and Hongkong, whi 
he called "that barrier to freedo 
which is penetrated constantly by. 
fugees from the workers' paradise. S 
much so that Hongkong is bursting: 
the seams `. . Hongkong could, 
course, be swallowed by communist 
China in a second, but it is a neces 
sary window to the outside world. 
You can't help but wonder how the 
communist leaders can look throug 
that window at the miracle of free en- 
terprise without realising how stupid 
they are to stick with the idiocy of 
Karl Marx." I admire political prag- 
matists — in Washington or Peking. 
@ OUT again into the Washingto 
sunlight. It really is an extraordin: 
arily attractive city at this time of- 
year, full of blossom and birdsong, it: 
architecture forming a superb back- ' 
drop. However, political wit in its. 
salons is often biting. The other da: 
former national security adviser to 
Jimmy Carter, Zbigniew Brzezinski 
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By Teresa Ma and Philip Bowring 


BAP hile Hongkong nervously awaits 
WW political change in the run-up to 
1997, change in the neighbouring Por- 
tuguese enclave of Macau is already 
under way. The initiative, however, 
has come from Portuguese Governor 
Vasco de Almeida e Costa rather more 
than the local Chinese, who have been 
politically apathetic, putting the em- 
hasis on “prosperity and stability” 
above all else. 
Power in Macau's Legislative As- 
sembly is shifting from the hands of 
local-born Portuguese speakers — 
popularly known as Macanese, who 
are mostly of mixed blood — to 
"hinese residents. This is the result of 
the new electoral laws promulgated by 
Almeida e Costa. Chinese leaders who 
act as Peking's unofficial spokesmen 
are generally in favour of the changes. 
However, they have been anxious to 
play down their significance. 
= Although the new system is partly 
based on the one-man-one-vote prin- 
ciple, Chinese have avoided rushing to 
embrace parliamentary democracy. 
Meanwhile, Macanese leaders — who 
used to control the assembly — are 
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PAKISTAN 


| By Husain Haqqani in Islamabad 


2 we 


by what they see as another victory for 
 £he hard-liners and an indication that 
despite political differences, Zia and 
he religious leadership remain in one 
camp. 
Zia at the end of April promulgated 
an ordinance banning members of the 
Ahmedia sect (called Ahmedis or 
Qadianis) from calling themselves 
M Muslims, using Islamic terminology 
for their rites or preaching to Muslims. 
The law was announced the day before 
a major conference was to be held in 
= Rawalpindi demanding restrictions on 
Ahmedis and was probably intended to 
defuse a potentially explosive situa- 
ion. | 
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Under new electoral laws the Chinese people of the 
Portugese territory will begin to have some say 


"Twice in Pakistan's history the. 









threatening to boycott the elections 
due at the end of July or the beginning 
of August. 

Peking's change of heart regarding 
the participation of Chinese residents 
in local politics may be interpreted as a 
gesture to demonstrate its sincerity on 
the Hongkong issue. China has prom- 
ised that Hongkong people will be al- 
lowed to run the local administration 
after China regains sovereignty over 
the territory. Almeida e Costa says he 
has Peking's approval because he is not 
trying to introduce fully fledged demo- 
cracy but simply a more balanced as- 
sembly. 

Macau is now without a legislative 
assembly. The last one was dissolved 
following conflicts between the gover- 
nor and certain assembly deputies. The 
dissolution was effected by an order 
from Portuguese President Antonio 
Eanes in Lisbon — issued at Almeida e 
Costa's request. The assembly's term 
was to end in October. Just before the 
assembly was dismissed, the governor 
brought out the new electoral laws 
(REVIEW, 15 Mar.). 

In defending the new electoral laws 


Zia casts out heretics 


A new law bars 4 million members of the Ahmedia sect 
from calling themselves Muslims on pain of imprisonment 


Ahmedia issue has led to widespread 
riots. It was over this question that 
Pakistan's first martial-law regime, 
limited to the province of Punjab, was 
imposed in 1953. In 1974, the Ahmedis 
were declared a non-Muslim minority 
through a constitutional amendment 
specifically designed for this purpose 
by the government of former prime 
minister Zulfikar Ali Bhutto and sup- 
ported by all religious and political 
parties. 

Ahmedis are followers of Mirza 
Ghulam Ahmed of Qadian, who de- 
clared himself a prophet and religious 
reformer at the end of the 19th century. 
Their belief in the prophethood of 
Mirza Ghulam Ahmed clashes with the 
Islamic view that Prophet Muhammad 
was the last of the prophets and that 
there can be no prophet appointed by 


God after him. After Mirza Ghulam) 


„themselves into an evangelica! gros 
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| tive of the population 
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' 's 97% ethnic 
Chinese. Macanese and a small number 
of Portuguese expatriates form only a 
tiny minority of the population. A mere 
3,000-strong, this politically active 
group had the majority say in the now- 
defunct assembly and Macanese de- 
puties were singled out by the governor 
as being obstructive to his administra- 
tion. When questioned about the likely 
response of the politically apathetic 
Chinese, he said: “It doesn’t matter 
where [the voters] come from. We're 
not forcing them to participate but 
opening the doors for participation. " 

China does not encourage poli- 
tical participation by the local Chi- 
nese community for fear it may upset 
stability in the territory or cause em- 
barrassment to the regime in Peking. 
In keeping with Macau's status as a 
Chinese territory under Portuguese 
administration, major political issues 
are handled by Peking and Lisbon. 


Ae the number of seats on the 
assembly remains the same, the new 
electoral laws will result in a composi- 
tion different from the former assem- 
bly. As in the past, 12 of the seats will 
be equally distributed between those 
to be directly elected by popular votes 
and those indirectly elected by regis- 
tered associations. Five of the six indi- 
rectly elected seats will be allocated to 
economic associations, leaving the re- 
maining seat to one candidate repre- 
senting social, cultural and moral in- 





said to have 10 million followers 
around the world at present. 


Pakistan has some 4 million 
Ahmedis, and the central Punjab town 
of Rabwah serves as headquarters for 
the international Ahmedia movement. 


 Ahmedis are influential in the civil ser- 
| vice and the armed forces but have 
| been targets of hate campaigns among 
Ahmed's death, Ahmedis —— Muslims. Their beliefs and exclusivity 


eir 


have given rise to suspicions that th 
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| A presented by one cand date: this 

. change is crucial to the new look of the 
assembly. There will be more Chinese 
deputies on the assembly, since the 
Chinese community virtually controls 
Macau's economy. 

But Ma Man-kee, president of the 
pro-Peking Chinese General Chamber 
of Commerce, predicts that the 
Chinese community will not make 
great use of new facilities such as 
Chinese-language documents for re- 
gistration and voting in the direct elec- 
tions. Ma told the Review he wanted no 
more than one Chinese elected by 
popular vote — evidence of preference 
for sectional representation over 
democracy. “We do not want to disrupt 
the status quo. We want to accommo- 
date the needs of every faction,” Ma 
said. 

Macanese deputies had the majority 
Say in the previous assembly because 
they were able to win all directly 
elected seats and because Chinese 
associations “surrendered” to the 
Macanese those seats devoted to moral, 
cultural and social interests, according 
to Ma. 

Ma is confident the new assembly 
will be able to function smoothly when 
the governor and the Chinese deputies 
gain a majority say — five to be ap- 
pointed by the governor and at least 
five indirectly elected deputies — in 
the assembly. 

A government campaign urging 


Macau residents to register their right 


objective is to undermine Islam from 
within. 

“Qadianis were planted in the body 
of Indo-Pakistani Islam by the British 
just as Israel was created in the heart of 
the Arab world," wrote veteran anti- 
Ahmedi crusader Agha  Shorish 
Kashmiri. "They renounce jehad [holy 
war] and all that is militant in Islam. 
They want Muslims to be subject to 
Zionist and imperialist domination." 

Soon after independence, religious 
scholars and laymen organised the 
Tahaffuz-e-Khatme Nabuwwat (a 
movement to protect the finality of 
prophethood), demanding that 
Ahmedis should not be considered 
within the fold of Islam for legal pur- 
poses. The movement's pressure forced 
the Bhutto government to amend the 
constitution, declaring members of the 
sect non-Muslims, though Ahmedis 
had been supporters of Bhutto's Pakis- 
tan People's Party. | 

Recently, the, Khatme Nabuwwat 
movement was reorganised because it 
was felt that the constitutional amend- 
ment was not being fully enforced, and 
Ahmedis still called themselves Mus- 
lims, claiming polifical and legal rights | 
reserved for believers of the majority | 


religion. “Ahmedis¢annot hold heretic | 


beliefs and claim:toibe Muslims at the 
same time," said 
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= A|$| these conditions [the new electoral 
z| laws]" said Carlos : d'Assumpcao, 
chairman of the previous assembly. - 
D'Assumpcao feels that the 
Macanese community should be given 
equal treatment by the administratior 
because of its historical role in the en- 
clave. But times are changing and the 
special status of the Macanese will 
have to be phased out. While no dead. 
_ || line was set down in the bilateral 
(pu agreement between Lisbon and P 
~~ | | king, it is clear that Portuguese admin- 
| || | istration in Macau will be brought to a 







































ya l conclusion following the end of British 
TO E rule in Hongkong. 
TI CEN Sc NE The Macanese are bitter becaust 
wo 7. =| | they have been cast aside. Their 2 ger 
is coupled with the worry that thei 
rights will not be defended w er 
to vote in the elections of anew assem- | Macau returns to Chinese sovereignty 
bly seems to be bringing some re- | Unlike the majority of the Chines 
sponse. The number of people on the | population in Macau, the Macanese iré 
voting register — some 9,500 were re- | considered Portuguese nationals and 
corded in the first two weeks of regis- may choose to migrate to Portugal 
tration — still represents an extremely | when the time comes, but it is diffi I 
small percentage of the population and | for them to see an end to privileges en- 
a large proportion were probably | joyed by the Macanese community. — 
Macanese. But it is an encouraging Persons born in Macau before 1980 
sign compared to the total 4,000 people | are automatically Portuguese. But 
who signed up in the last round of elec- | since then only those who can dem- 
tions in 1980. Registration beganon 15 | onstrate familiarity with Portuguese 
April and will last until 20 May. culture, or whose parents are Por- 
“The Portuguese community is not tuguese can get citizenship, o 
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.the anti-Ahmedi sentiment by 
Dreading rumours of collaboration 
reen Ahmedis and the government. 
en Zia, who is an orthodox and dev- 
out Muslim, was accused of being a 
oset Ahmedi” and had to deny the 
accusation publicly. Rumours still 
bound about other military leaders 
accused of Ahmedi beliefs and of 
dermining enforcement ‘of Islamic 
laws in the country at the behest of the 
act's leadership. 

At a public meeting in — Zia 
ned Ahmedis to refrain from pro- 
king Muslims by attempting to 
each among them. This did not 
sfy anti-Ahmedi agitators, who 








SOUTH KOREA 


y Shim Jae Hoon in Seoul 
"hope John Paul Il’s five-day visit to 
- South Korea has given the coun- 
s 1.7 million-strong Roman Catho- 
‘Church a tremendous boost in pres- 
and strength. The government of 
sident Chun Doo Hwan, which ini- 
jally was concerned over the potential 
jlitical impact of a papal visit, ap- 






























—- the first such visit to Korea. 
The sight of the pope and Chun shak- 
hands in a warm greeting seemed to 
ase, at least for the moment, the 
age of church-state conflict in 
orea — an image which has persisted 
r the past 200 years. The image-mak- 
g lent new respectability to Chun's 
ernment, both at home and abroad. 
Opposition leaders also had a chance 
ospeak to the pope, much to the chag- 
in of the government. The Archdio- 
cese of Seoul, under the ecclesiastical 
‘authority of Cardinal Stephen Kim, 
ranged a separate meeting with the 















mong the notables invited were: Kim 
oung Sam, a former opposition party 
ader; the Rev. Pak Hyong Kyu, a Pro- 


nany times for human-rights ac- 
ivities, and students, writers, profes- 
p and union leaders. 







— in South Korea’: s “domestic 
solitics were reflected. in a | stro ! 


tected by the state qun not allowed. 
impose their beliefs on the. Muslim 14 Ja a 


litary government tried to capitalise lb 


aints come marching in 


e John Paul Il canonises 103 martyrs in Seoul and gives both | 
church and the Chun government a boost in confidence 


rs also to have benefited from the 


ope for a group of some 40 dissident - 
igures representing all walks of life. - 


estant leader who has been jailed 
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ole. Shieh ji 
ill nge to the gov- 


‘serious political hi 
ernment. .— 























ia's ordinant i he. Arcis 

makes use of Muslim terminology by 
Ahmedis a penal offence. An Ahmedi 
will face three years' imprisonment 
and an unspecified fine if found guilty 
of calling himself à Muslim or calling . 
out “azan” (the Muslim call to prayer) - 
before Ahmedi religious rites. The law - 
has been welcomed in orthodox Mus- 
lim quarters and has boosted Zia's 
popularity among religious hard-lin- 
ers who were previously disappointed 
by the slow pace of Islamisation. 













































quoting the pope as warning South 
Korean priests against taking part in 
political activities. The rejection, an 
unusual move, came after the wire-ser- 
vice story was headlined in the govern- 
ment-controlled press here. 

. As the pontiff and his entourage of 
32 Vatican officials departed on 7 May 
for Papua New Guinea, most South 
Koreans seemed to agree that the visit 
had provided an important spiritual 
lift for the country, which has had little 
opportunity to reflect on itself during 
the past two decades of tumultuous in- 
dustrialisation. 

The’ pope’s visit was mainly a pas- | 
toral one, specifically aimed at com- 
memorating the 200th anniversary of 
Catholicism's introduction to the coun- 
try. The church has tripled its number 
of worshippers over the past 20 years, © 
accounting now for about 5% of the 
population. 

































































Tas highlight of the tour was the can- 
onisation of 103 martyrs (including | 
10 French missionary priests), who 
were executed in the 19th century 
embracing and spreading Catholicism. 
In a spa of only 30 years from the 
1830s, more than 10,000 were be- 
headed for abandoning Confucian: - 
doctrine in favour of Catholicism. i 

Officiating at a three-and-a-half | 
hour canonisation. rite at Seoul’s vast | 


















to defend him against théir con- 


| after the present government goes." 


for | 





spiracies.” Not everyone in Pakistan, 
however, believes in the theory of “the 
great Ahmedi conspiracy against Islam 
and Pakistan," though those who do 
not may be few in number. . 

A secularist lawyer, when asked to 
comment on the new law, said that it 
set a dangerous precedent. "The gov- 
ernment is now expanding areas sub- 
ject to legislation. Now the state not 
only enforces Islamic laws but also de- 
termines who is a Muslim and who can 
perform Islamic rites," he said. "Zia 
has gained popularity through the law 
no doubt, but he has further 
strengthened the mullahs and religious 
bigots. Secular forces have to stop the 
government now or it will be too late to 
reverse the [Islamisation] process even 










ceremony in 700 years and the first to 
be celebrated outside the Vatican. The 
Yoido rite seemed to confirm for South 
Koreans the nation's newly found 
strength within the world's Catholic 
ranks and represented to them the Vat- 
ican's symbolic recognition of the new 


. Christian revivalism now sweeping the 


country. 

Another high point of the trip was 
the pope's visit to the southwestern 
city of Kwangju, which erupted in. a 
bloody insurrection four years ago 
against the Chun government. Arriv- 
ing in the city in Chun's own aircraft, 
the pontiff was greeted by 100,000 peo- 
ple, including folk dancers and others 
who showered confetti over his motor- 
cade. The large spontaneous turnout 
reflected the city's appreciation of the 
reason for his visit — a symbol of re- 
conciliation between the city's people 
and the central government. "Forgive- 
ness is an act greater than our hearts. It 
belongs to God alone. I am keenly 
aware of the deep wounds that pain 
your hearts and souls from personal 
experiences and from recent 
tragedies,” the pope said. 

fhe visit was marred only by the 
antics of an apparently mentally dis- 
turbed 22-year-old university student, 
who jumped out of a crowd in Seoul 
and aimed a toy pistol at the bullet- 
proof popemobile. The youth was 
promptly subdued, but not before a 
security officer had fired one warning 
shot into the ground. 

The pope’s arrival statement reflect- 
ed his knowledge of South Korea's 


problems. In the prepared speech, part 


of which he read in Korean, he spoke 
movingly of the need to "bring about a 
more humane society of true justice 
and peace where all life is upheld 
as sacrosanct .. . where to govern is 
to serve, Where np, one- is used as a 

; out and no one down- 
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close but distant neighbour" — 
this is an expression widely 
sed by South Koreans and Japanese 
ike to describe the two nations' rela- 
ns. South Korea and Japan are 
geographically close and their rela- 
tions have been deep historically; yet 
there has been a bitterness, animosity, 
defiance, contempt. or indifference 
which makes the two nations distant 
and apart. To overcome mutual dis- 
trust and lack of confide ce, the 
ightened minority in’ both c 
s has been emphasising the “im- 
ortance of establishing. good neigh- 
urly relations,” a convenient catch- 
hrase for making an appeal to the 
general public for the cause of better 
ations. 

he most complicated aspect of 
h Korea-Japan relations is with- 
doubt the shadow of 36 years of Ja- 
ese colonial rule over Korea. What 
nains particularly serious at present 








ering historical entanglement of 


icy options of both the Japanese 
nd South Korean authorities. 
Jiewed from the standpoint of 


| the general publie seize an oppor- 
ty to attack Japan, as in the case of 
extbook controversy in 1982, it is 
to impossible to rein in the rising 
ational sentiment, even though such 
outburst proves to be contrary to 
ing with the issue productively. In 
r words, once the Korean national 
timent against Japan is rekindled, 
iose who try to exercise restraint are 
lently criticised as "pro-J Bp anes 


When an anti-Japanese campaign 
ts in, the South Korean press dis- 
irds its usual self-restraint and 
akes a chorus of protests against 
pan. Consequently, the South Ko- 
an authorities are obliged to make 
strong presentations to the Japanese 
a0vernment and even to go as far as to 
suggest that, instead of working out an 
early settlement of the issue, the line of 
communication between the two gov- 
ernments should. somehow be made 
narrower and more limited as a dem- 
onstration of the firm. determination 
on South Korea’s part. 

. In this sense, the vestige of the 36 


outh Korean authorities vis-à-vis 





stil felt by many Koreans. Ironically 
ansthat the South Korean Gov 
ment can mobilise | such. nation 






























































igh degree of constraint which the. 


se 36 years imposes on the range of 


eoul, once the South. Korean press. 


ars continues to put a severe con-. 


straint on the policy options of the | Bureau, of the Japanese Foreig 


try, is now r aege to the C ed di y D : | 


pan. This itself indicates the depth of. Paris. 


e Korean national sentiment to- 
ards Japan and the strong bitterness | 


sentiment to its: own advantage. In 
other words, the 3 "ears can be used 


as a political weapon with which to di- 
vert domestic politics on to an external 


target. 

This means, however, that a similar 
political mobilisation or channelling 
of political energy can be used by anti- 
government forces with different poli- 


tical intentions. In this sense the 36 
. years and the anti-Japanese campaign 


can become a double-edged sword. The 


fact that the anti-Japanese sentiment . 
can be mobilised by both government- 
and anti- -government forces in South 


Korea for their respective political 
purposes has a deep and long-lasting 
implieation in South Ronee yapen re- 
lations. 

Too much politicisation of andis: 
panese feeling and political manipula- 
tion associated with it, results in keep- 
ing alive the anti-Japanese feeling in 
South Korean minds, thereby prevent- 
ing policy options from being freed 
from the past. 

Another area in which the shadow 
of Japanese occupation and rule has 
left a socio-psychological twist in rela- 
tions is the problem of security. South 
Korea and Japan are closely linked 
with each other in their security in- 
terests. Social, economic and political 
stability in South Korea is essential to 
the security of Japan, which in turn is 
inseparably linked with South Korean 
security. Given the division in the 
Korean peninsula, a hostile Japan 
would certainly pose serious politi- 
cal and military problems to South 
Korea. 


espite this, there is, in. South 
Korean eyes, one serious complica- 
tion in their security relationship: this 
is the question of "Japanese mili- 
tarism." Whenever the South Korean 
Government emphasises the need for 


Japan to realise its common security. 
interests with South Korea, a good 


many: Koreans are liable to see, in any 
attempt at bilateral coordination; a 
sign of the revival of Japanese mili- 
tarism associated with the nce of 
the past. 

in aduon the probe of security 





: Kazuo ps former | director. of. the i 


Northeast Asia division, Asian Affairs 
















realising their cause for. 


n Minis- | 


‘scale the exte 


relations nth Japan is died to 
touch a sensitive spot in many South 


‘Korean intellectuals, since it may lend 


legitimacy to the political leadership 
in Seoul. In other words, one has to ask 
oneself whether the ambivalence on 
the security issues involving Japan 
originates entirely in their past experi- 
ence or whether it is partly a reflection 
of a certain political trend in South 


| Korea waiting to surface in the form of 


an attack on the "political character" 
of the South Korean authorities. For 
stirring up concern about the revival of 
"Japanese militarism" is à rare com- 
mon ground for different political 
views in South Korea. 

The South Korean ambivalence is, 
on the other hand, matched by the 
dichotomy of Japanese views about the 
security relationship. with- South 
Korea. Some Japanese political groups 
and those associated with their view 
argue that a closer security relation- 
ship with Seoul will further antagonise 
North Korea and increase the tension 
across the 38th Parallel. 

They are also prone to visualise, be- 
hind any attempt to promote the secu- 
rity relationship between South Korea 
and Japan, the hidden hand of the 
United States military establishment. 
In other words, the problem of South 
Korea-Japan security relations is li- 
able to transform itself into the issue of 
the security relationship between the 
US and Japan which has traditionally 
been subject to heated political debate 
in Japan. 

There are real differences between 
Japan and South Korea in their domes- 
tic political chemistry, which lead us to 
yet another sensitive aspect of rela- 
tions — the balance between strategic 
importance and democratic values. 
The more stress the J apanese au- 


thorities put on the strategic impor- 


tance of their relations with South 


Korea, the more do US and Japanese 


intellectual circles bring into question 
the degree of democratisation in the 
South Korean political process, 
Several politieal groups in South 
Korea rely on foreign support for 
OK: ‘democratisa- 
tion” of the South. Korean political 
process and some political circles in 
Japan or elsewhere respond. At pre- 
sent the movements are most typically 





_erystallised in the issue of the treat- 
“ment of the so-called:political prison- 


ers. in South Korea, Inthe eyes of some 


Japanese, the treatment of these peo- 


ple and the legal . 
tHeir indictment : 


process leading to 
are barometers to 
te Which democratic 
hts are truly re- 
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"However, such: an explairatioi : 


of political events in South Korea has 
traditionally been crystallised in 


Japan as symbols of the dark side of the . 
South Korean political structure and 


underlying malaise. Here is perhaps an 


important socio-psychological factor 


on Japan's part. This is a sense of mis- 
sion in the minds of many Japanese in- 


tellectuals, long pent up since the end 
of World War II under the surface of 


low-posture diplomacy but fermenting 
over the years. 
Many Japanese intellectuals. have 


long regarded it as their mission to 
safeguard the democratic political. 
in post-war Japan and 
to prevent a resurgence of military 


practice 


thinking. This sense of mission has 


generally confined its scope of influ- 


ence within Japan's domestic arena; 
yet, due to the feeling of closeness and 
similarity to their own society, many 


Japanese tend to extend this sense of. 


mission to the neighbouring countries 
in Asia. 


| M any South Koreans, however, bes 


lieve concerns expressed by Ja- 
panese about the need for a more 
democratic political system or better 
protection of human rights in South 
Korea simply reveal the absence or 
shallowness of Japanese understand- 
ing of the military, political and social 
tensions South Korea has to suffer due 
to confrontation with the North. In ad- 
dition, many South Koreans are irri- 
tated whenever they hear Japanese 


talk about the need for democracy in. 


their country because, in their view, 
the Japanese repression during the col- 
onial era has much to do with the slow 
progress of the democratic process. 
The last but perhaps the most funda- 
mental socio-psychological cleavage 
between Japan and South Korea is to 
be found in their cultural relations. An 
overwhelming majority of Korean peo- 
ple tend to view Korea as having 
"taught" the Japanese various arts and 
skills prior to the Tokugawa period in 


Japan or the Yi dynasty in Korea. The. 
Japanese, however, are liable to e regard. 
Chinese civilisation. to the J apa lese is- 






Korea merely as a transmi 


lands. 





‘Koreans generally view 


Japanese cultural tradition asa | 
mutation of their own... more 


difficult to deal with is the . 
Koreans’ violent resistance to 
being influenced by things ': 


Japanese... _ The Japanese tend | 


to regard their own cultural ` 


traditions as unique and una ble 





to be shared by other r 


e. 
cannot fully. shed light on why a series | 
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ship mostly from Korea,. 


| Web Consequently many Lad nese do P 


not appreciate thoroughly the cultural 


heritage of the Korean “peninsula. ET 
Likewise, Koreans generally view Ja- | 
 panese cultural tradition as a mutation Ji 
of theirown, not to be seriously — | 


or appreciated. 


The gap of perception in this sense, a 
however, could be filled by more fre- " 
. quent. or deeper contacts between. 
South Korea and Japan, since such | 
| contacts could dispel the traditional 
prejudice on both sides. What is more | | 
difficult to deal with is the violent re- |. 
sistance on the Koreans’ part to being» 


influenced by things Japanese. 


Understandably, Seoul has adopted 
a policy of restricting the import of 


Japanese films and songs so as to re- 
establish a cultural identity of its own; 
yet, these restrictions have helped pre- 


serve in South Korean minds the old 


image of Japan which might be ad- 
justed if there were constant inflows of 
current Japanese books and films. In 
this sense the question of cultural ex- 
change between the two countries has 
an important implication well beyond 
the scope of Senne each other's cul- 
tural life. 

Apart from the effect of correcting 
each other's image, which has tradi- 
tionally been distorted due to unfortu- 
nate historical events, there would also 
be one deep significance to the promo- 
tion of cultural exchanges between 
South Korea and Japan. The Japanese 
tend to regard their own cultural trad- 


itions as unique and unable: to be | 


shared by other nations. 
As long as many Japanese misintait 


such an illusion, it is difficult to open | 


up Japan and make it play wider inter- 
national roles commensurate with its 


rising economic and political power. 
One of the best ways to start to correct 


such an illusion would be to expose as 


many Japanese as possible to the Ko- 
rean cultural heritage and let them dis- 
cover the common aspects of their cul- | 


tural life. 
For South Korea, the —— of 
cultural exchanges with Japan could 


have a long-term benefit. Just as a 
Westernised Japanese is likely to find 
unexpected. cultural sin 
tween Korea and Japan, those Koreans 
whose image of Japan i is. dominated by 
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| Chinese artillery in action in April: a murky situation. 








Buffers on the border 


Forces have been in action on two fronts lately, but 
Hanoi says the situation is nonetheless satisfactory 


By Paul Quinn-Judge in Hanoi 


Ithough the Vietnamese are por- 

traying their recent operations on 
the Thai-Cambodian border as routine 
and satisfactory police actions, they in 
fact may be privately disappointed 
with the results. In recent diplomatic 
briefings the Vietnamese have said the 
attacks went well. They claim they re- 
frained from a frontal attack on Am- 
phil, the main Khmer People's Na- 
tional Liberation Front base, to avoid 
excessive civilian casualties. They say 
they inflicted hundreds of casualties 
on the Khmer Rouge and captured 
hundreds more. 

Shortly after the attack on Amphil, 
which began on 15 April and initially 
seemed to be going in Vietnam's 
favour, there were hints in Hanoi of a 
change in strategy. In previous years, 
the Vietnamese stressed that their pri- 
mary aim was to inflict physical losses 
on the forces of the coalition govern- 
ment of Democratic Kampuchea. This 
year there were indications that they 
were considering occupying some or 
all of the captured sites. 

When asked by this correspondent 
on 19 April whether the Vietnamese 
would try to hold captured coalition 
bases, Col Nhiem Tuc, deputy editor of 
the army newspaper Quan Doi Nhan 
Dan, gave a guarded but far from nega- 
tive answer. “If the camps are on 
Khmer soil, the Khmer revolutionaries 
should hold the area. They should not 
allow the reactionaries to operate from 
it.” 

The colonel was careful to note geo- 
graphic problems that might militate 
against this idea. When asked, how- 
ever, what he would do if he were the 


52 


commander in the area, Nhiem Tuc re- 
plied: “I would hold it.” Senior Viet- 
namese officers rarely share their per- 
sonal views with Western journalists. 

Comments by Foreign Minister 
Nguyen Co Thach the same day seem to 
support this theory. Thach first refer- 
red to the border operations in his 
usual way — “a routine police opera- 
tion to punish criminals” — but then 
he added: “the situation on the border 
[now] makes our proposal for a safety 
zone most [appropriate].” 

The proposal for a safety zone by the 
Indochinese countries is a longstand- 
ing one. The zone would consist of a 
belt of land on each side of the Thai- 
Cambodian border. The Thai belt 
would be open only to Thai troops, the 
Cambodian belt open only to the forces 
of the Heng Samrin government. Com- 
pliance with these stipulations, the In- 
dochinese countries said, would be 
monitored by international observers. 


B: the end of April, when fighting 
around Amphil had bogged down, 
the Vietnamese rationale for the bor- 
der fighting seemed to have changed. 
Pham Binh, a former director-general 
of the political department of the 
Foreign Ministry and now head of the 
Institute of Foreign Relations, reverted 
to the traditional interpretation of 
Vietnamese border operations. "Our 
way of operating is to destroy the liv- 
ing forces" of the adversary, Pham 
Binh told journalists, “not to occupy 
this or that area." 

But asked if he thought the recent 
fighting had achieved its objective, 
Pham Binh answered: "It's difficult to 
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destroy part of the enemy forces and 
the other part goes into Thailand for 
refuge." And, Pham Binh added, "all 
China's supplies" to the Khmer Rouge 
went through Thailand. They were de- 
livered to Thai seaports and then 
transported to Khmer-Rouge bases by 
Thai military vehicles. 

Despite these expressions of frustra- 
tion with Thailand, Pham Binh em- 
phasised Vietnam's respect for Thai 
sovereignty. Earlier, however, Nhiem 
Tuc refused to rule out hot pursuit. The 
principle of hot pursuit, Nhiem Tuc 
said, referred to a situation where 
troops crossed a border to attack Viet- 
namese or allied forces. "Under those 
circumstances," he said, “we'd follow 
them back." 

The situation concerning Vietnam's 
other border war — with China — is 
even murkier. Events along the north- 
ern border seem to have generated con- 
siderable sound in the past few weeks, 
but little fury. On 30 April, a Vietnam- 
ese Foreign Ministry spokesman told 
the Hanoi diplomatic corps that the 
most serious Chinese incursion since 
1979 was taking place at that very mo- 
ment. Three full regiments — 3-4,000 
men — from the Chinese 40th Division 
had crossed into Vietnam's Ha Tuyen 
province. They had penetrated 1 km. 
inside the country, and shelled a 
further 10 kms. 

The incursion had begun on 28 April, 
the spokesman said, and the Chinese 
had occupied three high points: hills 
1800 A, 1800 B and 1992. The Vietnam- 
ese gave no figures of casualties or pri- 
soners, The incident sounded suspi- 
ciously like the 6 April incursion, 
which Vietnamese officials here now 
seem to be progressively playing down. 
Nhiem Tuc said that the marauders on 
that occasion consisted of “elements of 
two battalions,” not two whole battal- 
ions as previously claimed. And, the 
colonel said, Chinese troops pene- 
trated less than 1 km. into Vietnamese 
territory. 

Gen. Dam Quang Trung, commander 
of Military Zone 1, which includes the 
border area where the 6 April incur- 
sion took place, said “several” of his 
men were wounded in the fighting. No 
Chinese were captured. (Photos on dis- 
play in Hanoi ‘show two alleged 
Chinese intelligence operatives cap- 
tured on the border in April.) 

Trung said that, as of 28 April, a total 
of 17 civilians had been killed in 
Chinese attacks on his military zone 
this year. In theirtalks with foreigners, 
Vietnamese officials tend now to stress 
the political symmetry of the attacks, 
rather than their military significance. 
The two incursions, they say, neatly 
frame United States President Ronald 
Reagan's visit to China. “It’s a way of 
celebrating Reagan's trip,” said Trung. 
“They used to celebrate with firework 
displays. Why did/they have to think 
up this new way?" ts u 
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AIR FRANCE MAINTENANCE: 
SOME OF THE MOST SOPHIS- 
TICATED AND RIGOROUS TEST- 
ING PROCEDURES IN THE 
WORLD. AN INSPECTION SYS- 
TEM SO THOROUGH, THAT A 
NUMBER OF OTHER INTERNA- 
TIONAL AIRLINES HAVE ADOPT- 
ED IT FOR THEIR AIRCRAFT AS 
WELL. 

AIR FRANCE MAINTENANCE: 
JUST ONE EXAMPLE OF THE 
HIGH LEVEL OF TECHNICAL 
COMPETENCE YOU FIND: 
WHEN YOU FLY AIR FRANCE. 


AIR FRANCE /7// 
WE'RE AIMING EVEN HIGHER 


Extracts from Mr H. F. Oppenheimer5 Statement for 1983 


he year 1983 was considerably better 
| than 1982. However, the early 
promise of a return to normal 
conditions which I reported in my last state- 
ment was not fully realised and the market 
for the larger, better quality stones remained 
weak throughout the year. 

The book value of our diamond stocks 
increased by R421.6 million (of which 
R223.4 million was due to the change in 
the Rand/Dollar exchange rate) to a total 
of R2,253.9 million. Measured in United 
States Dollars, the currency of sale, the 
increase was $163 million to a total of 
$1,852.3 million. 

De Beers profits, including its share of 
the retained profits of associated companies, 
were R530.2 million or 147.4 cents per 
share, that is 20 per cent more than the 
R442.5 million earned the previous year. 


Some of the wa 
strengthened 





Excluding its share of the retained profits of 
associates, profits were R 303.4 million or 
84.3 cents per share compared with R202.5 
million or 56.3 cents per share, an increase 


of 50 percent. While the high levelof stocks 





Oval cut 


calls for a conservative distribution policy, 
in view of the substantially improved profits 
the Board decided that a small increase of 
2.5centsin the final dividend was justified, 


DeBeers 


resulting in a total distribution of 40 cents 
per share against 37.5 cents in 1982. 

Further signs of improving 
markets 

Sales by the Central Selling 
Organisation (CSO) for the year at $1,599 
million were $342 million or 27 per cent 
more than in 1982. Retail sales were also 
better than in either 1981 or 1982 and the 
Christmas trade in the United States was 
particularly good. The year 1984 has started 
well and there are now some signs of a shift 
in demand upwards from the small less 
expensive goods to medium quality 
diamonds. But while markets are generally 
better the demand for the large stones of 
good quality is nevertheless still restricted. 
Many of our customers suffered severe 
losses during the depression years and are 
naturally cautious about holding stocks of 


high quality goods, particularly at a time 
when real interest rates remain exceptionally 
high. Moreover the banks who were perhaps 
unduly ready to provide credit during the 
boom years are now being extremely careful 
in making advances. Stocks of diamonds in 
the cutting centres and bank indebtedness 
have been sharply reduced so that the 
trade is in a much better position from 
which it should be possible to expand the 
current level of business with safety. 

This year we celebrate the fiftieth 
anniversary of the formation of The 
Diamond Producers Association and of 
The Diamond Trading Company. The 
organisation which was then created for 
the marketing of diamonds in a manner 
which would protect the interests of the 
whole industry has proved itself both in 
good times and bad. After the very severe 
test of the last few years the CSO finds itself 
in a strong position. There has never been a 
time during the period of more than fifty 
years that have been in the diamond 
industry when the proportion of the total 
world rough diamond production marketed 
through the CSO was as high as it is today. 

Our relations with the major producers 
outside the De Beers Group continue to be 
very good and it is generally appreciated 


we have shape 
ediamond industry 


that the willingness and ability of our 
organisation to hold large stocks through 
very difficult times has been and remains 
essential for the wellbeing of the whole 
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industry. We are therefore in a good position 
to maintain a firm base for the rough 
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diamond market while at the same time 
showing, to the extent compatible with our 
basic objective, flexibility in meeting the 
individual needs of our customers in order 
to help them to regain what has been lost 
and to move forward on a sound basis to a 
new level of prosperity. 


Large stones — can only 
become rarer 

The demand for the small, lower quality 
goods, is now at a high level and the trade 
asa whole can only be expanded through 
an increase in demand for larger sizes and 
better qualities. This process has already 
begun but it will have to go much further 
before full prosperity can return to the 
industry. Our sales promotion this year will 
therefore give special emphasis to the upper 
end of the market. It is natural that this part 
ofthe trade should suffer more from the 
effects of general business recession and 
high interest rates than business in small 
sizes and lower qualities. 

In the long run, however, there is good 
reason to have confidence in the attraction 
and value of the larger stones of high 
quality. While there have, in recent years. 
been a number of important new diamond 
discoveries, the great bulk of these new 





productions consists of below average quality 
stones. The production of the larger and 
more valuable diamonds comes mainly 
from the old established mines whose 
outputisless than it was in the past and is 
continuing to decline. The large good quality 
diamonds, therefore, can only become rarer 
and should increase in value. While the 
restricted demand for these qualities is an 
immediate and serious problem, it is one 
which, provided the CSO keeps a firm grip 
on the market in times such as we have 
been going through, is bound to solve 
itself. Iam not, therefore, unduly concerned 
that De Beers should hold substantial stocks 
of these qualities and am indeed confident 
that, as has happened more than once in 
my experience, our present difficulties will 
eventually turn into important profit-making 
opportunities. 

Industrial profits rise— in the 
face of strong competition 

Conditions on the industrial side of 
the business improved considerably during 
1983. This improvement was, however, 
concentrated in synthetics, though the 
volume of sales of natural industrial 
diamonds also increased. For the first time 
sales of synthetics exceeded $100 million 
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and the profitability of the Group's three 
diamond synthesis factories improved 
substantially. This was a considerable 
achievement since, in the face of strong 
competition, sales prices tended to decline 
over the years and the increased profits 
were attributable to the use of more 
economic synthesis processes and improved 
manpower utilisation. 
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The tendency for industrial demand 
to move increasingly to synthetics may 
become a problem when the large Argyle 
mine in Australia comes into full production, 
since this mine will be a particularly large 
producer of industrial qualities. It is an 
important task to work out plans to meet 
this marketing situation and the CSO is 
well placed to tackle it. 


Increased production 

Diamond production from the mines 
of the Group, including Debswana which 
isowned in equal partnership with the 
Government of Botswana, totalled 
21,349,522 carats, compared with 17,399,815 
carats in 1982. The main reason for the 
increase was that the first full year's 
production, amounting to 5,852,998 carats 
from the Jwaneng mine exceeded the 1982 
production from this source by 3,231,355 
carats. Operations at this highly important 
new mine are going exceptionally well, 
both in respect of grade and recovery, and a 
further increase in production is expected 
in 1984. Production from the Kimberley 
Division mines rose by 964,766 carats to 
6,127,947 carats, owing to a substantial 
increase from the Finsch mine. 


Prospecting continues 

Expenditure by the Group on 
prospecting during the year was R41.4 
million. It has unfortunately been found 
that the kimberlites on the farm Venetia in 
the Northern Transvaal are not viable in 
present economic circumstances. However, 
more work on these deposits is to be 
carried out. 

Two prospecting concessions off the 
Namaqualand coast were granted to the 
Company during the year and preliminary 
investigation of these concessions is in 
progress. In South West Africa/Namibia 
intensive prospecting was continued with 
encouraging results along the north bank 
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of the Orange River and in the old German 
mining areas south of Luderitz. Systematic 
sampling of the ocean floor off this coast 
was also continued. A special effort is being 
made in this whole area in the hope of 
being able to extend the life of the CDM 
deposits. 

The Company, by contributions made 
to the Chairman s Fund for improved 
facilities for technical education and to the 
Urban Foundation, as well as through its 
own important training and development 
programmes for employees at all levels, is 
playing a significant part in improving the 
environment in which it works and in 
providing employment and advancement 
opportunities to men and women of all 
races on equal terms. 
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The value of our investments outside 
the diamond trade at 31st December 1983 
amounted to R 3,278 million. Income from 
these investments in 1983 amounted to 
R161.7 million, an increase of R12.7 million 
over the previous year. It is interesting to 
note that this income was well in excess of 
the cost of our ordinary dividends for the 
year. 


De Beers Consolidated Mines Limited 


| Incorporated in the Republic of South Africa 


For the full Report & Accounts for 1983 including the Chairman's Statement, 


please send this coupon to: 


The London Secretaries, Room 18, 40 Holborn Viaduct, London ECIP 1A]. 
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The widest s 


Up Our new Super Club business class offers you there is only room to fit them in six abreast instead 


the widest seats in the air. So wide that they aren't of the usual eight. But though the seats may be few 
the easiest to fit through the door. And so wide that and far between, the cabin attendants are not. There 





é € 
are just as many of them as before, which means So now Super Club is on all our long-haul British 
they can now give you more personal care and routes, you'll find that however far you go your flight alrwa & 
attention than ever. will be a calm and restful one. 


The worlds favourite airline 





lars which combine 
ndividuality 

vitha sports 

ierformance are 

isually coupés. 


If they're exdusive 
as well, 


they're usually 
made by BMW. 


Like the BMW coupés. 





The traditional idea of ——— still has its 
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Don't you have a more individual and iene: 
mic attitude? 

Don't you draw a fine line between the super- 
ficiality of obvious exoticism on the one 
hand, and genuine exclusivity on the other? 
And aren't you also fully aware of today's 
need to appreciate the value of the latest, inno- 
vative technologies? 

If that's the case, then you must belong 

to those people who consciously opt for the 
most sports-minded interpretation of the 
BMW concept - the BMW coupés. 

Cars which significantly enhance the indivi- 
duality even of a BMW. 

There's scarcely another car design today 
that can claim to achieve so perfectly the 
lightfooted impression that's so typical of a 
coupé. 

it’s always been a BMW rule never to model 
our coupés on large saloons. 

That's why they're sleeker, more compact and 
sportingi inappearancethanthe vast majority 
of cars in this class. Yet, in spite of their ex- 





ceptional sporting appeal, they're character- 
ised by an unobtrusive elegance, which — 

happily — distinguishes them from the exag- 
gerated streamlining of so many sports cars. 


Furthermore, the BMW coupés offer you more 
advanced and effective automotive technol- 
ogies than you'll find on any other car of this 
type on the market. 

These technologies include the latest 
generation of Digital Motor Electronics with 
economical automatic fuel cut-off, 

and a unique range of electronic peripheral 
accessories with futuristic features like the 
SI Service-Interval Indicator, EC Energy 
Control, and Active Check Control. 

All of them just a few examples of BMW 
dashboard 'intelligence', designed to give 
greater driver control for greater safety and 
more economical motoring. 

Similarly, to ensure significantly improved 
handling and road-holding, the BMW coupé 
chassis and suspension system combines 
all the advantages of the BMW double-joint 
spring strut front axle with the superlative 
performance of the new 13? semi-trailing arm 
rear axle. 
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| y factor, allowing you to bre 
hard without skidding, even in the wet. 
And in addition to all those features, the BMW 
coupés offer you all the quality and luxurious 
comfort synonymous with the very highest 
international standards. 





Test drive a BMW coupé. 

And you'll discover for yourself that there's 
no better or more intensive way of exper- 
iencing the full meaning of the slogan 
»BMW-sheer driving pleasure «. 

Because these cars represent the perfect 
combination of the unique sporting person- 
ality and the technological exclusivity, which 
are hallmarks of the BMW name. 

Morethan that, a BMW coupé demonstrates 
exactly who you are. 


And why shouldn't a car also what you 
possess? 

Namely, youthful dynamism. 

And an awareness of the signs of our time. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 
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Brown: Root and Pnr ups retroieum 








In early Septem- 
ber, 1983, the first 
oil flowed from 
Phillips Petro- 
leum's Maureen 
platform in the 
North Sea. 

Behind this fact lies a remarkable 
achievement in field 
development, in part 
due to the adoption of 
HIDECK, an inte- | 
grated deck system E 
designed and patented d 
by Brown & Root, * 
under the sponsorship 
of Brown & Root- VaN. | 
Wimpey Highlands | 
Fabricators, Ltd. 

With HIDECK, oil 
can be brought ashore 
much earlier than with 
other methods. 

With the testing 
and commissioning of 
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the whole deck completed onshore, Phillips 


Petroleum mated HIDECK with 
Tecnomare steel gravity (TSG) base 


inshore in early April, following the largest 


topside load-out onto a single barge in the 


history of the industry. After the setting of 


the platform on location, the offshore 
hook-up was completed in less than three 
months—a considerable saving over 
conventional methods. 

The idea behind HIDECK is simple: 





have made history 
that could save you millions. 


build a deck on land, in one piece, then 
float it out and set it on a sub-structure, 
either inshore or offshore. The money 
saved on cranes, barges, and expensive 
offshore labor can add up to huge savings. 

In addition to cost savings, HIDECK 
has many other advantages: a more logi- 
cal design than conventional “stacked 

- module” decks; minimal 
transportation Costs, since 
the entire deck is trans- 

= ported on a single barge; 
‘em and fewer delays in begin- 
ning production. 

Although Phillips 
Petroleum's 18,600-ton 
HIDECK structure was 
destined for the North Sea, 
HIDECK can be towed 
to almost any location in 
"E the world, including 
the Arctic. 

Adapting most offshore 
structural designs to 
accommodate HIDECK is generally not 
difficult or expensive. 

For more 
information 
about HIDECK, 
call Brown & 
Root. The result 
can be historical 
savings for your 
company. 





Our standard of quality: 
Doing things —— the first time. 





Root. Inc. 


And Associated Companies 


A Halliburton Company 


Box 3, Houston, Texas 77001 
A Equal Opportunity Employer 





Student activism—in South Korea 
its an age-old college tradition 


By Adrian Buzo 


he tides of student protest may ebb 

and flow in some countries, but in 
South Korea, campus unrest remains 
chronic. Beginning in March and 
gathering momentum until June, 
breaking for the summer and then fol- 
lowing a similar pattern from Sep- 
tember to late November, the agita- 
tion is almost an annual theatre. And 
this year is no exception (REVIEW, 10 
May). 

At its peak, it can bea major catalyst 
of political change.This was the case in 
April 1960 when demonstrations contri- 
buted to the ousting of then president 
Syngman Rhee; it was also the case in 
May 1980 when 
student protests 
precipitated the 
complete take-over 
of government by 
Chun Doo Hwan. 

The procedure is 
rather fixed. By 
leaflets and scat- 
tered gatherings, 
students put for- 
ward a series of 
requirements — 
some relating to 
university auto- 
nomy, but most 
to do with politics 
— culminating in 
a demand that 
the military com- 
pletely divorce it- 
self from the nation's political arena. 

The government, of course, will have 
none of this and by arrests and dispers- 
ing gatherings, it will seek to contain 
the situation — often using gratuitous 
force and sometimes bringing niggling 
pressures to bear on the institutions 
themselves. As there is no dialogue as 
such, perennial tensions, the constant 
testing of political will and the strain- 
ing of social tolerance are exacer- 
bated. 

Campus unrest has a significant role 
in South Korean politics. Leaving 
aside the voluntary standing down of 
the incumbent — as Chun has prom- 
ised to do after 1988 — only civil dis- 
turbances or dissension in the inner 
group of power holders can produce a 
political transformation from within 
the country. 

Perhaps because student unrest is 
the most apparent factor, and because 
power politics: take place behind 
closed doors, the:international media 
frequently carry; bare reports of dem- 
onstrations and arrests. 
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Why does the student play such a 
prominent role? Certainly his demands 
are heavily politicised — he has little to 
say on economic, social or environ- 
mental issues; nor does he address 
local problems. In the past, he has not 
always been on what might be called 
the side of progress, and in 1965 he 
demonstrated vociferously against 
the normalisation of relations with 


Japan, 
At present, he is squared off with a 
government which severely limits 


mass political participation — a gov- 
ernment, moreover, which claims a 
mandate in the name of effective na- 
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tional defence, social orderliness and 
economic progress. Against this he as- 
serts — as do many others — that these 
ends can be attained under a democra- 
tic order. There is sufficient debate 
about this point for the government to 
maintain its authority and credibility, 
but one cannot doubt. the strong aspi- 
ration of a majority of South Koreans 
for a freer political order. 


his sort of confrontation is (or has 

been at various times), a stock one 
elsewhere in Asia, and the level of stu- 
dent protest is not really a reliable in- 
dicator of government iniquities. In 
the South Korean case, there are a 
number of background factors impel- 
ling the student to his role. And these 
help us to understand the special zeal 
he brings to it. 

In South Korea, much of a student's 
social and cultural environment has a 
familiar ring to it: 

» The traditional. veneration of, the 
scholar. 
> A would-be modern education sys- 


tem overwhelmed by development 
pressures. 

> The lack of academic challenge or 
substance. 

» Wide-reaching uncertainty and 
eyen anomie in the face of rapid 
economic change. 

» A conservative society not attuned 
to the needs of the young, nor to the full 
ramifications of explosive growth in 
tertiary education. 

But equally, the environment ac- 
quires a peculiarly Korean hue when 
one notes the highly indulgent attitude 
adopted by most parties to student 
protest. Take for instance, the storm 
over United States Ambassador 
Richard Walker's celebrated “spoilt 
brats” quote, or the spectacle of the 
prime minister referring to them as 
“our precious children” in appealing 
for order and restraint after several 
thousand of them had demonstrated in 
central Seoul on consecutive days with 





University riot police at Sogang; make a stand at Yonsei: a 


sporadic violence during May 1980. 

And when one sees the spirit of edu- 
cational reform in the purportedly dic- 
tatorial Chun regime brought to its 
knees — by parental fears that their 
children automatically would not be 
graduated from their universities — 
one begins to wonder where true South 
Korean political passions lie. 

Only a tiny percentage of the current 
university generation's parents would 
have been able to afford an advanced 
education in their day. Their ingrained 
respect for scholar status, coupled 
with their ardent desire for the social 
and financial advantages which their 
children would gain through graduate 
status, have produced a spawn of pri- 
vate universities. 

These institutions have varying 
academic standards, but cater to an 
ever-expanding, largely uncritical 
market. Although a tiny handful of 
universities at the top end of the scale 
have longer traditions and higher 
standards, the wry sobriquet “ox-horn 
towers” is often attached to the bulk of 
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jl. RAE is “the declared: faith of an esti- 

| mated 25% of the South Korean popu- 
lation and within it can be found doc- 
trines to support activism, such as the 
E — a een nd embraced 










— time. “About | 5% of kigh. | 
hool students | will receive further: | 



















n; shee at e very pam 
will enjoy the safety net of 
iliation. University during 
ears is a focus for almost 
vity and the socialisation 
nts now undergo — espe- 
cquisition: of life-long 
ontacts — is a valuable 
O social har mony, elite 
, ultimately, the econo- 
of the country. | 
brains of the countr y will 
oad for study after gr adua- 
; f 40% %o > of cabinet ministers, 
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— a life ‘of ene a. and 
nter the relatively pressure-free envi- 
ons of the private university. | ! | 
































hat this state of affairs — n="? contribt 
:tellectual stultification and a lack T solidari 
vocational. attachment should: not ic suc 
rprise anyone. Perhaps because.of | The re: 
sistent claims that Koreans. have a | often go 
pecial attachment to education, one tion: neal 
eels moved to observe that South | 
rea's educated class is often unin- since 194 : 
‘itive, Philistine and inflexible. upper e of — RC 
the student. finds little to.arrest his are belis be even higher. Mean- 
ntion in. the classroom, then the | while, th pinder oe ae — 
me environment is often not very pol e 
omising either. Although he is now 
proaching the age of 20, the au- 
oritarian structure of the household 
- meant that he is yet to éxercise ` 
ven a fraction of the individual re- 
ponsibility or autonomy of. his coun- 
erparts in many other societies. 
Pioneer anthropologist Cornelius. 
sgood observed. from rural Korea in 
1940s “the lack of ego gratification 
hich}. shows itself:in the frequency 
ith which Koreans demonstrate or 
erbalise their desire to undertake ac- uly 
ons of heroic proportions." APA mini ter Moudud Aknad Sheikh | 
In general, the student will not m | Mujibur Rahman — the founding 
ncouraged to pursue private. en- | father oi Bangladesh — should be re- 
husiasms and will not seek outside | garded 2$ a “phenomenon of history.” 
mployment. except as an economic Anwar zahid, executive editor of the 
ecessity. Burdened with many pres- | Bangladsshi Times, however, feels he 
ires, his social life is hindered by a | should b? seen as a “freak.” 

ick of cash and heavy-handed moral Buti | 
ressure from elders which — however | trast o 
H this might stand him in good stead | major. 
adult life — is irksome at this stage. | way th 
A particular cutting edge here is the | all hap 
*fusal of elders to recognise the sexual | Univer 
eeds of young adults. Whereas in |: book — 
aditional Korea marriage in one's |. : 
arly teens at least promised physical 
gratification, now-the need tograduate | ters, | 
nd (for the men) to do military service | journal 
en postpones marriage to the mid- 
Not that. students always accept: 
iastity, but their relations: with- the 
pposite. sex are usually. conducted 
gainst:a background of guilt and in- 
iun while fr ustrátion i is: Sthe: most 
he; RAPID. years: arg: — the -and su 
jassic.period for: religious: engage- piven 
ment: The. student will feeldrawrnto- |. al 
wards Christianity in its manifold: Ko- 
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their views that raises.the | 
erest in.the exchange as the 
were expressed — publicly. It 
ned. at:a meeting at Dhaka 
y, called to debate Moudud's.. 
AB yu Era sa Sheikh 
rahman: — c 

inet ministers; — minis- 
red: generals, economists, 
s and professors . present 
lie discussion on what virtu- 
ecome a taboo subject — the 
Bangladesh since the former 
rovince was: wrenched from 
in December 1971. -After 
mbarrassed: silence, the his- 
he independence movement 
equent events: — is being 
blicairing. T 

stothe présence on the — 
ormofsuch powerful editorial 


























































































: demands; the persistence with Which 








these are pursued, and the indulgence 


with which they are received. 


; For the grievances, and the manner 


ån which the student articulates them, 


derive not only from the merits of the 
issues themselves, nor from elements 
of social and cultural anomie, nor from 
universals. such as youthful: ardour. 
The student is animated by traditional 
Korean expectations that a student 
should engage himself i in posucal pro- 
test. 


he role of the scholarly institution 
}as a self-appointed check on gov- 
ernment's shortcomings has a long his- 
tory in Korea. The remonstrations of 
scholars at the royal court were an es- 
tablished government mechanism for 
the 500-year span of the Choson 
dynasty. And, naturally, the habit took 
hold far and wide. Since the ideology 


-of the dynasty was neo-Confucianist — 


and the particular Korean interpreta- 
tions of it by and large factional and 
rigid — remonstrations were very fre- 
quent, petty to all but the zealot, un- 
compromising, and strongly moral in 
substance. | 

Often, scholars and students of the 
Confucian academy — the Song- 














ne figures. as Anwar Hossain Manju, 
editor of Bangladesh's largest circula- 


tion daily newspaper Ittefaq, the three- 
hour debate was widely reported. His- 
tory in Bangladesh, for the time being, 
has become a safe topic. 

Among the first to'signal that history 
was a proper subject for public com- 


ment was President H. M. Ershad. At a 


political meeting in August 1983, Er- 
shad, then chief martial-law adminis- 
trator, mentioned Mujib's August 1975 
murder by young army officers. 
Bangladesh Today, Dhaka’s English- 


language bi-weekly magazine — pro- 


duced ostensibly as a private venture 
by Lieut-Col Munir Choudhury, a 
martial-law government spokesman — 
observed that his remarks touched in 
public on the slaying "for the first time 
in living memory. 

Ershad had a point; to ‘take and his 
— illustrated in. part why refer- 


ences to history again have become 


pertinent in Bangladesh, and why they 


fend to be dangerous» As Bangladesh 
"Today reported it: ‘Ershad recounted 
events from Bangladesh’s brief history 
|- to prove thatit was professional politi- 
-cians who: had destic 
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an issue and then march th he 
streets of Seoul to the palace to present 
the resultant demands. 

From such models, the belief — that 
scholarly institutions had a moral obli- 
gation to check the perceived im- 
moralities of government — became 
enshrined in national history and em- 
bedded in popular consciousness in a 
manner that finds no parallel either in 
China or Japan. This belief was to re- 
ceive further reinforcement in the 
early modern era with the important 
role played by the educated classes in 
the anti-Japanese struggle, and it 
stands as a tangible bequest to the 
country's present political culture. 

The main problem with it is not sim- 
ply political, but structural, for the 
traditional order could cope — barely 
cope, one might add because these 
scholarly remonstrations ensured à 
dearth of practical government for 
much of the dynasty's life — with a few 
hundred scholars  protesting, for 
example, that a royal mission to China 
should have brought a Buddhist idol 
back into the country. However, mod- 
ern Seoul now possesses dozens of in- 
stitutions with more than 500,000 stu- 
dents ready to lay claim to the same 
sort of mantle. 

This cultural-legitimacy factor ob- 
viously has implications for the in- 
dulgence with which students and 





while the military 
stepped in only once 
— in March 1982 


when Ershad seized 
power in a coup 
d'etat — to save the 
country from sliding 
into chaos. 

“Ershad ...saidit 
was a shame that 
while Mujib's body 
lay bleeding, the lat- 
ters former  col- 
league, [evidently 
Khandakar Mushtaq 
Ahmed, though no 
names were men- 
tioned] was gleefully 
taking the presiden- 
tial oath at Banglab- 
havan. This was a 
revolutionary state- 
ment and may serve 
to polarise groups effectively. It now 
appears that the general plans to re- 
habilitate the country’s history." 

Deeply affected by Bangladesh's 
bloody history of two coups and two 
assassinations of heads of state, Er- 
shad has used such references to justify 
his repeated demand that Bangladesh's 
military must have a constitutional 
role in governing the country. 

In Bangladesh, many, as Ershad ob- 
served, have much to explain about 
their behaviour» And this is one reason 
open discussion ‘on Bangladesh's his- 
tory, particularly the Mujib episode — 
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Mujib: rattling skeletons. 









activities are generall' regardec 
in South Korea. Bare political report- 
ing might suggest that this indulgence 
reflects the justness of their cause and 
popular support for it. But there are 
other factors involved. People are pre- 
disposed to allow the student to as- 
sume the role of “conscience of the na- 
tion” and this is done with relish. 

Moreover, the 
voice of South 
Korea's majority 
while agreeing with 
the students’ de- 
mands (but not with 
their methods), re- 
mains muted: within 
the universities by a 
faculty which, while 
maintaining its own 
authoritarian struc- 
tures, shares the 
same righteous ethos 
as the students; and 
in the community as 
a whole where res- 
traints of law and 
order can still some- 
times run à poor sec- 
ond to declarations of sincerity. 

In sum, the student ethos is only one 
aspect of a complicated cultural legacy 
with which competing claims of politi- 
cal stability and freedom in South 
Korea have to deal. To date, the main 
means adopted have been confronta- 
tudea 









Cn be dangerous: it 
rattles too many 
skeletons in too many 
cupboards. Although 
it may have produced 
some substance for 
Sigmund Freud's 
theory on the tenden- 
cy of societies even- 
tually to slay their 
father figures, Mujib 
and his murder did 
provoke relief, grief 
and guilt. 

“What kind of peo- 
ple Mujib relied upon 
... became clear only 
after his death,” 
Moudud wrote in his 
book. “The character 
of these comrades . .. 
remained no longer 
unknown once Mujib 
was killed. Despite his failures and 
mistakes, Mujib’s return to Bangla- 
desh in itself saved the new coun- 
try from further and perpetual sub- 
jugation." (Here he was referring to 
Mujib's role in getting Indian Army 
troops out of the new country in 1972 
following his release from jail in Pakis- 
tan.) 

"Had Mujib been killed by the 
Pakistan junta, he would have been 
immortal... but in that case the cost to 
the people in physical terms would 
have been much higher." The assess- 
ment is remarkably generous coming 





Students riot; Chun: confrontation. 
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tion and repression 
— and this is likely 
to remain the pat- 
tern. 

From the point of 
view of the Chun 
government, there 
is little to suggest 

that the student 
| action can be ap- 
\ peased and it 
S seems there 
would be little 
point in trying 
to merely mollify 

them, for the stu- 
dent agenda strikes at the very base 
of the government's power. But the 
most important question, which may 
not be answered for some time, is 
this: would the students accept the 
restraints of the democratic order 
they seek? 


from an attorney who, though he de- 
fended Mujib against treason charges 
in the 1965 Agatala conspiracy in 
Pakistan, later was jailed by Mujib in 
Bangladesh for political reasons. 

Others in Bangladesh believe the 
time has come to investigate the his- 
tory for reasons more objective than to 
justify contemporary events. "We have 
attained independence in exchange for 
an ocean of blood, sweat and tears," 
said A. R. Mallick, president of the 
Asiatic Society of Bangladesh and the 
country's first high commissioner in 
New Delhi. 

He remarked that he left behind — at 
the High Commission in India — “re- 
levant records in bound volumes," and 
he suggested the society should com- 
pile its country's history. "Many who 
took part, directly or indirectly, in this 
historical process are still alive, and 
some of them can be of immense help to 
us in this undertaking.” 

Mafizullah Kabir, a Dhaka Univer- 
sity history professor, is chairman of 
the government-sponsored authenti- 
cation committee on the writing and 
printing of a history of Bangladesh's 
war of independence. He has reported 
the collection of 300,000 pages of docu- 
ments relating to the war, but believes 
the country still is not ready for a writ- 
ten history. "There is not enough time 
gap to give an accurate assessment of 
the war of liberation," he has stated. 
"We definitely lack a sense of history. 
The vacuum has to be filled." o 



































By Rodney Tasker in Manila 


sian Development Bank (ADB) 
president Masao Fujioka appears 


to have provoked serious concern 
among some leading donor countries 
and also senior staff in the bank be- 
cause of his ambitious lending pro- 
gramme. Along with China's contro- 
versial application to join the ADB — 
with the pronounced intention of dis- 
placing Taiwan — and India's decision 
to start borrowing from the Manila- 
based bank, this was one of the main 
issues discussed by delegates at the 
ADB's recent annual meeting in 
Amsterdam. 

After succeeding in persuading ADB 
member countries to increase the 
bank's capital resources by 105% to 
about US$16.8 billion in 1982, fol- 
lowed by a US$3.2 billion replenish- 
ment of the bank's Asian Development 
Fund (ADF) concessional-loan agency, 
Fujioka has been aggressively pushing 
for a substantial increase in lending. 
The target is to lend US$13 billion in 
the five years to 1987, which compares 
with a previous total of US$13.4 bil- 
lion in the entire period since the bank 
was founded in 1966. That means an- 
nual increases in lending of 15%. 

But lending growth in 1983 was only 
9%, following an even lower 3% the 
previous year. Sothis year, Fujioka has 
added on the 9% target deficit to the 
proposed 15% to seek a whopping 21% 
increase in lending. This has raised 
eyebrows, particularly in donor coun- 
tries where it is believed that there 
should be a more project-oriented, 
rather than target-oriented, approach 
to lending. 

Among Fujioka's chief critics are the 
Americans, whose 14% stake in the 
bank is similar to that of the Japanese, 
and who theoretically should have an 
equal share in running the bank and 
influencing its policies. It was the 
Americans who in 1982 were mainly 
responsible for cutting Fujioka’s origi- 
nal target of a 125% increase in capital 
resources to 105% — 5% paid-in and 
100% callable capital. 

In January 1983, the ADB's depart- 
ing American director, John Bohn, ina 
speech to Manila's American Chamber 
of Commerce, criticised what he called 
"the impulse to lend ever-increasing 
amounts of money in order simply to 
show institutional growth." His re- 
mark reflected a feeling among some 
members of the bank's board of direc- 
tors that quality as a consideration in 
approving project loans was being sac- 
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The ADB sets ambitious credit tz 


Lender of first resort 


rificed in avour of quantity, according 
to ADB seurces. 

Fujiokz's critics feel that too much 
money is 5»eing made available in order 
to keep target figures up — at a time 
when Asia's borrowing countries have 
shown that, because of the lingering 
effects o^ the recession, problems in 
absorbinz development funds, and dif- 
ficulties in putting up their share of 
project fanding, they may not be in a 
position :o put such sums to practical 
use. 

The Urited States took up this theme 
again at the Amsterdam meeting. "To 
use its resources effectively, the ADB 
must chcose projects carefully to meet 





approp-iate objectives," the bank's 
American governor, Assistant Treas- 
ury Secretary David Mulford, said in 
his statement to the meeting. "Effec- 
tiveness, however, should not be con- 
fused with attaining some arbitrarily 
pre-set lending objective. Successful 
implerrentation is of relatively greater 
importance, and must be so recognised 
in bank operations.” 


ilford added: “As a result of ef- 
M “orts to achieve an overly ambi- 
‘ious lending target within the 
bank's fiscal year, the rush to obtain a 
large rumber of project approvals — 
the 'bunching' problem — reduces the 
opportunities to evaluate proposals.” 
Britzin’s governor, Minister of State 





gets provoking criticism by members 





for Overseas Development Timothy 
Raison, also cautioned against "too 
rapid and great an increase in the 
transfer of the bank's resources to its 
DMCs [developing member coun- 
tries." He added: "While lending 
targets or goals obviously have a part 
to play in bank strategy, undue em- 
phasis on this aspect could run the risk 
of the quality of projects suffering.” 

West Germany's governor, 
Economic Cooperation Minister 
Juergen Warnke, appeared equally 
concerned about the planned pace of 
lending. “There can be no doubt that 
the role the bank should play in its re- 
gion in the future requires an expan- 
sion of the volume of lending,” he said. 
“There should also be no doubt that 
expansion is not a desirable goal in it- 
self.” 

Asked at the meeting’s final press 
conference about the projected in- 
crease in the bank’s lending, Fujioka 
replied simply that because the donor 
countries had given the bank a 105% 
increase in capital resources, “they 
have given us financial resources to in- 
crease our loans by 15% a year.” But he 
added that the ADB attached great im- 
portance to the quality of loans. 

Fujioka may heed the criticism from 
such important donor countries. But 
ADB sources say he has adopted a 
somewhat un-Japanese forthright 
style in his administration of the bank 
— by tradition the ADB president is a 
Japanese, often a senior official such as 
Fujioka, on secondment from Tokyo's 
Ministry of Finance. Fujioka is report- 
ed to have threatened to dismiss any 
department head who does not meet 
his loan quotas. 

Washington already is cutting back 
on its funding for such international 
agencies as the World Bank, and if it 
continues to be unhappy about the 
ADB's generous lending policy, there 
is a danger it might reduce its commit- 
ment to the bank. This could result in 
political repercussions if Japan is thus 
forced to take on the role of unchal- 
lenged supremo in handling the affairs 
of a lending agency on which the 
poorer Asia-Pacific countries rely so 
heavily for development funds. 

At the Amsterdam meeting, there 
was no final decision either on China's 
bid to join the bank or on India's re- 
quest for its first ADB loan (until now, 
it has been a donor) Since China's ini- 
tial application to join the bank in 


1983, calling for Taiwan — a founder 
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member of ilie bank dnd officially E 


listed as the Republic of China — to be 


expelled, there seems to have been ay i LE 


softening of position. 


While most of the ADB's 45 member 


countries support China's application 
to assume what should be its rightful 
place in the bank, it is realised this will 
entail substantial change in the bank's 
management structure and direction 
— not to mention the size of the loans 
which China could be expected to re- 
quest. And the Americans, in particu- 
lar, have expressed concern about any 
possible move to oust Taiwan. 


he ADB is one of the very few re- 
maining inter-governmental agen- 
| cies in which Taiwan is recog- 
nised as the Republic of China. But 
both Peking and Taipei are now 
thought to be working towards agree- 
ment on a face-saving solution which 
will allow Taiwan to remain a member 
under a different name. Bank officials 





are talking about an Olympic Games- | 
type of solution, under which both 


China and Taiwan will compete in this 
year’s Los Angeles Olympics on condi- 
tion that the island does not call itself 
the Republic of China. 

Fujioka, in a recent interview, said 
that calling Taiwan “Taiwan, China” 
might be acceptable. And at his final 
press conference in Amsterdam he 
said: “The stage is now set for con- 
structive discussion” of the Chinese 
membership issue. “This does not 
necessarily mean that Taiwan will ter- 
minate its membership,” he added. 


"Similarly, most ADB members seem 


agreed that India has the right to bor- 
row from the ADB under the bank’s 
charter but, as Fujioka said in Amster- 
dam: “The question is how much and 
how fast.” 
delegation at the meeting. let it be 
known that New Delhi is seeking 


around US$2 billion in 1984-88, a con- 
siderable sum by ADB standards. But. 


it is not clear whether this will be on 
ordinary lending terms, with 10.5% in- 


terest, or whether India will want to | 
draw from the ADF soft-loan window, | 
(India’s: 
switch from donor to potential large- - 
scale borrower reflects in large part 


with interest of only 1%. 


the tightening-up of the International 
Development Association, the World 
Bank's soft-loan window, from which 
India has been the largest borrower.) 


How fast? The Indian delegates said. 


the country is seeking an initial loan of 
only US$100-150 million. Another 
question which might be raised is 
India's place in the bank's hierarchy. 
Traditionally an-Indian is ADB vice- 
president, reflecting New Delhi's posi- 


tion as a doBor. Fujioka said in 


Amsterdam that a decision on the In- 


dian issue could be expected. “in uthe 
near future.” ü 


How much? .The Indian | 7777 
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] By Lincoln Ki in — 


M: Day 1984 appeared to usher in a 
new erà for workers in Singapore, 
summed up in National Trades Union 
Congress (NTUC) secretary-general 


Ong Teng Cheong's call for a "re-de- | 


finition of the role of trade unions [to] 


strengthen the cohesiveness of workers 
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in the company.” But workers them- 
selves seemed to have their doubts, 


_judging from scanty reports leaking 


out of the three-day NTUC ordinary 
delegates’ conference over the May 
Day weekend. 

Officials of the congress — many of 
them politically appointed white-col- 
lar technocrats — faced sharp ques- 
tioning from rank-and-file delegates, 
including blue-collar veterans, on: 

» Government proposals to push back 
the age at which workers may retire 


i and withdraw their state-pension- 


plan savings. 


^» Links between the NTUC and the 
| — — s Action Party. 


WAGES AND GROWTH 
_ Per capita GDP vs mean wage © 


(SS, current pri pes : 


GDP per capita 
Wage (unweighted): 
Wage (weighted) 


[opr 
Foreign 
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pensation eligibility. 
> A motion: to encourage — in- 


 dustry 
i company- velie "house unions.’ 


. Although the house-union motion 
was passed by an “overwhelming” 


show of hands, according to official ac- 
counts, an unspecified number of the 


272 delegates refused to raise their 


-hands for or against the measure or in 


abstention. In a more quantifiable 


show of opposition, a secret ballot on 
an amended statement of purpose for 


the NTUC eonstitution drew 22 nega- 
tive votes and one spoilt ballot 
paper. 

. Rank-and-file grumbling about the 
house-union idea has centred on 
qualms that such unions might prove 
too malleable, ending up as toothless 
management lap-dogs or convenient 


satrapies for- politically ambitious | 
unionists. Cutt ng them loose from the 
Nions.— each with a suitable 
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nel — might also drain the old indu: 
associations of vital resources, some 


delegates feared. The three criteria 


turning a union branch into a house 
union — sizable workforce, stro 
leadership, good plant relations 


would rob the industry associations 0 


their strongest components. | 
NTUC technocrats countered t 
the congress would assure an equitab 


distribution of assets among indu: 


association branches and the brea 


away house unions; that workers' i 


terests — rather than branch un 
leaders' ambitions — would dictate 
house-union eligibility (within t 
criteria) of any particular shop, 
that the shift to house unionism wou 
be gradual. Deputy secretary-gener 
Wan Soon Bee suspects that of t 
nearly 1,200 branches the NTUC nur 
bers among its 67 affiliated unions,. 
more than 12 branches are likely tob 


come house unions over the next tw 


three years. 
Fewer Singa 
reans each year à 
bothering to enr 
in NTUC- affiliat 
2 | 12,681 unions. 
| 10,296 
10,296 
(a 16% me 
198,275, from 19 
to 1983) and as 
percentage of 
workforce — (dov 
_ from 25.3% in 18 
to 24.1% in 198: 
Many — privately voice eym 


| ism about the amount of differen 


union membership can make in th 
lives, 


J ages are largely set by the tri 
tite National Wages Cou 


(NWC). Working conditions are deti 


mined either by legislation or “man 


agement prerogative." Most workada 


disputes are settled through gov 
ment conciliation services, rather t 
through arbitration, much less int 
trial action and. collective bargainin 


That leaves little scope for the union t 


affect the workers’ lives. 

Paradoxically, the very blandness 
the N TUC is asort of triumph of 
1098 labour. nae MN 


dowry « of funds, members and person- | | 











ment goes. "Higher productivity 
bring. in more investments in 
igher technology," 
ee Kuan Yew assured working Sin- 
gaporeans in his May Day message. 
"This is the way to a better future." 


over the past 20 years would seem to 
bear him out. The success of his 
icies in attracting capital invest- 
ent. (largely multinational) has re- 
d in impressive growth statistics. 
Median wage figures — not included 
official statistical releases — would 
accurately reflect mainline wage 
ome while playing down the hand- 
of highly paid expatriates at the top 
lof the scale. But a rough idea of the 
d: of wage paid at the 
m graphic ' centre of gravity" is ob- 











e three main employment categories 
sses, white-collar and blue-collar 
ers EE. to their numerical 

















| hen ine reused unii invest- 
nt and concomitant. boosts in pro- 
t ii has tended to rise to the top 




















; — deal — ean INO. 
ger share in the rewards of their 
increased productivity. If so, it 
| be because of employers’ goodwill 
he workplace, rather than any en- 
inced bargaining status of labour. In- 
lable “management prerogatives” 
in-enshrined in the Industrial Re- 
ns Act, which has been recently 
ed to allow firms an even freer 
har id in setting working shifts. 

„One A the changes under study, 
hough, co uld. 7 ae labour. paren 











Ti peent to ie NWC's 
novak. If the result- 





: i me de — to in- 
oput and justify — wage 


rkers — served at — : 
e time through a Singaporean ver- | 
n of supply-side trickle-down, the - 


Prime Minister | 


At first. glance, Lee's track record 


d by weighting mean incomes of- 


veer too far either 


































thoritative dail: The Pads Times re- 
minded them: “If the labour movement 
had chosen the confrontational path in 
the late 60s and 70s, ue holiday] 
would not be the restful « day we have 
come to expect. Instead of peaceful ral- 
lies in air-conditioned auditoriums, 








the occasion would have been marked 


by industrial sti ife and demons- 
trations in the streets." 

Indeed, such turmoil was the order 
of the day on the eve of independence, 
when the People's Action Party (PAP) 
drew its early impetus from labour 
militancy. After the party's Left splin- 
tered off and formed the. Barisan 
Sosialis, two rival national federations 
— the PAP-linked National. Trades 
Union Congress (NTUC) and the Bari- 
san-backed Singapore Association of 
Trade Unions (Satu) — slugged it out 
for labour-movement dominance. 

Well before Singapore's. indepen- 
dence, Satu was effectively neutralised 
and the PAP was left to tackle the 








. problem of promoting foreign invest- 


ment to counter the massive un- 
employment left in the wake of the 


| British withdrawal. The. 1960 Indus- 


trial Relations Ordinance paved the 
way for state intervention in the work- 
place, setting up binding arbitration to 
pre-empt strikes. In the wake of the re- 
publics 1965 expulsion from 
Malaysia, this process took on a new 


urgency. By 1968, the government was | commendations {unanimously reached 


ECONOMIC RELA TIONS. 


Singapore is a far cry from the 
ofa Vaid of decades ago __ 


ready to unveil two pieces of bedrock 
legislation. 

The Employment Act of. hist year 
standardised rather spartan terms and 
conditions for manual workers, while 
the Industrial Relations Act (IRA) re- 
lieved "pioneer" companies bringing 
in new foreign investment from the 
need to negotiate terms and conditions 
any more favourable than the modest 
state-set minimum. Promotion, trans- 
fer, duty-assignment and firing of 
workers as part of a rationalisation 
exercise were all enshrined as “man- 
agement prerogatives," immune from 
collective bargaining. 


hus emasculated, the labour move- 
ment rapidly lost rank-and-file 
adherents in the latter half of the de- 
cade. The NTUC shed nearly a quarter 
of its membership from 1965-70. The 
outflow was staunched in the after- 
math of a 1969 seminar in which the 
NTUC redefined its relationship with 
management as cooperative, rather 
than adversarial, and took on ex- 
panded social-service responsibilities. 
Today the congress runs a wide-rang- 
ing network of cooperative enter- 
prises. | 
The NTUC recouped more prestige 
with its inclusion as one member — 
together with the government and in- 
dustry — of the tripartite National 
Wages Council (NWC). Since it was set 
up in 1972, the NWC has found its re- 


Symbols, not substance 


Japan is reluctant to back up its moral support 
for Pakistan with a major injection of capital 


By Mohammed Aftab in Islamabad 


apanese Prime Minister Yasuhiro 

Nakasone's recent visit to Pakistan 
— the first by à Japanese leader in 
nearly a quarter of a century — was 
seen as symbolic in the face of the mas- 
sive Soviet military presence in neigh- 
bouring Afghanistan. Both. Pakistan 
and Afghanistan. border on 
strategic and oil-rich Gulf. and the 
Middle East, primary source of energy 
for Japan and. a key market for its ex- 
ports. But the visit wa 
stance. : 













the. 


| significantly; in: thes 


hope of a major injection of Japanese 


private capital into Pakistan beyond 


what is likely to result from a proposed 
investment-protection agreement be- 


tween Tokyo and Islamabad.. Disap- 
pointed Pakistani businessmen and of- 


ficials pointed out that over the past 10 
years, only around US$1.5 million has 
been invested in Pakistan by the Ja- 
panese. The total Japanese investment 
in. Pakistan is currently estimated at 
around US$3 million — “peanuts in 
the context of [total] Japanese capital 
investment outflow," agone member of 


EE Karachi. stock. xchange com- 
mented. s 


The. situation 4 dis s unlikely to change 
mext few years, 
e’s entourage 









| embers of Na 










in secret deliberations) being treated, 
in effect, as state directives, though re- 
cent initiatives might undermine thei 
binding force in the near future. Indus- 
try is represented on the NWC by vari- 
ous foreign chambers of commerce in 
singapore, plus one indigenous 
member. The government no longer di- 
rectly participates except in its role as 
an employer, but the NTUC represen- 
tatives effectively vote the 
proxy 

Government conciliators can hand- 
ily deal with what little is left on the 
bargaining table after the "manage- 
ment prerogatives" and mandated 
wage settlements. And a pre-emptive 
conciliation service has labour and 
management periodically meeting 
with Labour Ministry officials for reg- 
ular check-ups even before specific 
problems arise. As a result, an extra- 
ordinary some would say, eerie 
industrial peace has prevailed. Singa- 
pore's last strike was at the Metal Box 
works in 1977 

Nevertheless, to underscore the 
point of the Singapore workforce's 
subservience to the multinational in- 
vestors on whom the country relies, the 
government again amended its Employ- 
ment Act in 1982 to 
cooperationist, rather than confronta- 
tional, stance. At the same time, the 
Balkanisation of organised labour 
began with the breaking up of the two 
largest NTUC affiliates — the omnibus 
unions serving "pioneer industry" em- 
ployees and manufacturing workers, 
respectively — into a total of nine in- 
dustry-specific unions expected to be 
more responsive to employers' needs. 
The proposed further breakdown into 
house unions continues this trend 

— LINCOLN KAYE 


state 


mitted in private talks. Their scepti- 
cism is based on what they perceive to 
be poor productivity of labour in 
Pakistan, its antiquated management 
practices and the general incapacity of 
the economy and industrial units to 
absorb computer-based technology 
They are also highly critical of the tight 
regulation of the economy exercised by 
a sprawling bureaucracy, and ensuing 
multiplication of red tape, plus a per- 
sonal and corporate tax system which 
is a disincentive to most individuals 
and businesses. Nakasone himself 
pointed to what he politely described 
as the need for improved management 
and labour-management practices in 
Pakistan, plus the need for better 
methods to step up quality control 
Other (non-economic) reasons foi 
the apparent reluctance of Japanese 
investors are fall-out from the trou- 
bles in both’ Pakistan’s immediate 
neighbours — Afghanistan and Iran 
as well as in Iraq: “We have burned oul 
fingers in Iran,” said one Japanese of- 
ficial, referring to:the US$3 billion Ja- 
panese petrochemicals complex lo- 
cated close to the strategic Straits of 
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Incredibly 


Swiss. 


For Precious 
Metals — 
Credit Suisse. 

In its Incredibly Swiss was, 
Credit Suisse, the noted Swiss 
big bank, has made a decisive 
contribution to Switzerland's 
worldwide role in the precious 
metals trade. 

After all, dealing in gold, 
silver, platinum and palladium 
is a Credit Suisse speciality. 

The bank's leading posi- 
tion is reinforced by its own 
precious metals refinery, 
Valcambi SA, which produces 
bars and ingots of all sizes. 





Many thousands of 
satisfied customers from a wide 
range of countries depend 
on Credit Suisse experience in 
this and other fields. Why not 
you? 


CREDIT SUISSE 
CS 
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Credit Suisse. Incredibly Swiss. 
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SUM improvements in Thailand's s 
international trade performance 
the first quarter of this year has 
irise to cautious optimism among 








rovement was the outcome of a vig- 














considerably in 1984. | 
— to preliminary. figures 
m th ko 








1e first quarter, up 13% onthe same 

d in 1983. The increase is in con- 
t to the: disastrous. 1983 d ETT 
'when exports declin 














w export volume. Rice, rubber, maize 
textiles were the star per formers 
1)0ng the eight major export items 
ie eight account for.60% of total ex- 
joris), while tapioca, frozen prawns, 
and sugar registered various rates 
decline, with sugar at the bottom of 
list. 

Despite a 1.6% price decline, the 
lue of rice exports — tr aditionally 
he country's most important foreign- 
«change earner — rose 32.5% in the 
irs quarter and their.volume rose 
%. Although -the government has 
aken a nember of measures to RODET 















the same parod the value of rub- 
rexports rose 23%, reflecting a 36% 
rice increase against a 10% volume 
cline. Meanwhile, exports of maize 
nd textiles rose 50% and 27.2% by 
value respectively. m 
Of the four major export items which 











rt u nammy t of cars, | 


i economic-policy planners. The — 


ous government campaign since late 
3 to trim imports and boost sales to- 
e advantage of an economic re- 
very in the West. As the trend is- 
ely to continue, it is reasonable to 
expect thatthe overall trade deficit— | 
h hit a record Baht. 89 billion 
S$3.87 billion) in 1983 — will nar- 


2 focus of concern in 1984. 


dts. sugar-export quota allocated by the 


Thailand (the central 
ed Baht 41.4 billion © 


-less than half of its original quota. 


| |. ports of tapioca, 
to depressed: world p prices and 












production rose 81% in the 1984 quar- 






t erformed poor arty, sugar was the "worst 













— -it Fegistered : a à more than 5 56 % de- 











| — declined due is A em cutbacks 
imposed by the. International Tin 
Council, sugar has. becom the main 







Owing to a bumper crop in 1981, 
Thailand has substantially exceeded 











International Sugar | Organisation 
(ISO) for 1982-83 and is now faced 
with the prospect. of having its more 
than 1 million-tonne quota cut back to 
zero in 1984 (REVIEW, 29 Mar.) But 
after intense lobbying, the ISO in April 
tentatively agreed to allow Thailand a 
.470,000-tonne export quota this year, 













Meanwhile, ex- 







TOTAL IMPORTS 





prawns and tin 
registered de- 
clines of more. 
than 10%, 17% à 
and 13% respec- | | 
tively. ! 

The bright side; 
of the overall ex- 
port picture lies; | . i 
in a 17.5% increase in “other” exports, 
which include a number of increas- 
ingly important items such as inte- 
grated circuits (ICs), processed 
gemstones and. jewellery. Their m- 
proved performante helped create a 
mini-boom across a broad section of 
export-oriented industries. 

According to preliminary first- | 
quarter figures, textiles production 
rose 27% while the output of synthetic 
fibres une around. from a 25% pue 






























rise this > year. “More significantly, IC 












ter compared to a 12% decrease in the 
same period last year. All told, the: gen- | 
tral b ous s projected 13%- export- | 

et for 1984 ppe: 





for the ume year is ; around. US$160 
million, and will be US$170 million i in 
1984-85. 

Japan has also provided, over four 
years, a total of US$62 million for 
humanitarian relief to 3 million Af- 
ghan refugees, who have crossed into 
Pakistan since Soviet troops moved 
into their homeland in December 
1979. The assistance for next year 
under this heading will be US$18 mil- 
lion. 





But imports have yet to show a signi- 
ficant decrease. Despite the central 
bank's move in December 1983 to re- 
strict the issue of letters of credit (LCs) 
for imports (REVIEW, 5 Jan. ) and a sub- 
sequent directive in January to limit 
banks’ lending growth to 18% in 1984, 

first-quarter imports topped Baht 60.2 
billion. This represents a slight reduc- 
tion from the Baht 61.8 billion and 
Baht 63.9 billion imports in the third 
and fourth quarters of 1983, respec- 
tively, but is still higher than the Baht 
54.1 billion in the first quarter of 1983. 

Fuelled by rising domestic demand 

on the back of economic recovery at the 
start of 1983 and widespread specula- 
tion of a baht devaluation at the end of 
the year, full-year imports jumped 
21.6%. Set against disastrously low 
exports, this translated into the huge 
deficit, prompting the authorities to 
impose various restrictive measures 
(REVIEW, 1 Mar.). 
. Notwithstanding general stocks re- 
plenishment last year (after the deple- 
tion in 1982 corresponding to the 
economic slowdown), the imports rush, 
along with the devaluation scare in the 
final quarter of 1983, gave rise to ex- 
pectations that imports would sig- 
nificantly decline in 1984. 

That the first-quarter figures did not 
show a marked decline was probably 
due to the fact that LCs, issued sirice 
the preceding quarter, were still arriv- 
ing in the first quarter. An official 
source told the REVIEW that issuing 


LCs has been gradually reduced since 


January. But perhaps more signific- 
antly, preliminary figures show a 
clear-cut decline in import duties col- 
lected in April These indications 
suggest that imports would be consid- 
erably lower in the second quarter and 
the rest of 1984. jd 

But if actual imports: do not decrease 
as expected, assuming the worst — if 
imports in each of theremaining three 


| ganr ters were to equal that in the first 





bë — This would still mean a 
Baht 20 Bass redi ction from last 
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European 





The 
European 
Dank | 

for business 
in Asia 





Hamburg : 
Jakarta - Karachi - Kuala Lumpur - Lahore - Macau - Manila 
Pusan - Seoul - Singapore - Sydney - Taipei - Tokyo 


1983 (Xs ue 


In 1983, European Asian Bank continued to improve its competitive 
position by expanding operations in key Asian business centres. 
New branches were opened in Lahore, Macau and Pusan, and joint 
ventures were established in Australia (merchant banking) and 
Indonesia (leasing). 

The significant increase in our business volume was aided by the 
recovery in most of the export-oriented Asia-Pacific economies. 
As in previous years, the main thrust of the Bank's growth lay in 
short- and medium-term lending to customers, principally for 
trade-financing purposes. 

To strengthen the Bank's capacity for future expansion, two capital 
increases were implemented raising shareholders’ funds by a total 
of DM 110 million. 
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Macau's new skyline 


























in DM millions 1983 1982 
Business volume 10,697 7,883 
Total assets 8,355 6,215 
Total deposits 7,561 5,640 
Capital and reserves 410 300 
Net interest and commission income 223.5 188.2 
Taxes 36.2 42.3 
Net profit for the year 20.0 14.7 





Bangkok - Bombay - Colombo - Hongkong 


offers you as a vacationland. 






If you want to 
see Switzerland 
from above, 
simply take a ride 
to the summit. 
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Switzerland has 
the world’s 
closest-meshed 
rail network. 

In the 3022 com- 
munities there 
are a total of 1865 
stations. This 
does not include 
the 84 cog and 
110 funicular and 
409 tram stations. 


Holidays in Switzerland are a 
Even Switzerland luxury. Right, as to the quality 


has places the 


nilway decsnot Of the hotels and restaurants, 
ach. N b- 

emThpeu the variety of sports and shop- 

coaches usually 


find their way ping, and the unique diversity 


T there several times 
> Joc 
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gards prices. You can flirt with 
them if you order the brochure 
"Switzerland and the Alpine 
World" from us, and make 
friends with them the moment 


usmus comms see Cussed an nal sone ol 





Many Swiss lakes 
have scheduled 
boat service. But 
of course you 
can also take 
tours in venerable 
sidewheelers. 





Anyone who 
wants to spend 
holidays in 
Switzerland may 
book a hotel 
room in à city or 
an apartment 

in the country. 
Or of course 

an apartment in 
a city or a 

hotel room in 
the country. 
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First Class, 
Business Class, 
Economy Class 
worldwide 


FACT: new 1.3-litre engine designed for Corolla delivers more torque than any 
"engine in its class. Plus more power and, amazingly, more fuel efficiency. It's 
lighter, more compact, and offers more efficient fuel combustion. Significantly, there is less 
friction so engine life is longer. Using advanced techniques, Toyota created new aluminum 
cylinder heads, advanced-designed combustion chambers, lightweight pistons and newly 
designed piston rings. 


FACT :£oes new aerodynamic styling also adds to performance and fuel economy. 
" From its sloping nose, through smoothly curved contours, to its high tail, this 
“family” car has a Cd (coefficient of drag) of only 0.35. That's outstanding even for a sports car. 


FACT: new performance will surprise you. Acceleration is fast. Power is 
athere when you need it. Rack and pinion steering makes handling precise and 
easy. And, with the widest tread in its class, plus four-wheel independent suspension, 
Corolla has sports car stability. These are big advancements for Corolla. Experience them 
for yourself. Facts come alive when you drive Toyota. 
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SHAKP HAS ITA L, 
DOES IT ALL. 


Whatever your copying task, there is a superbly | 
engineered Sharp copier all ready to perform it. E ~q 















SF-755 
Basic Compact 


SF-771 é 
Expandable Copier 





Does your office demand speedy 
copywork? And versatile copywork, 
like enlargement/reduction? Maybe 
you want to keep your options 
open for the future with automatic 
sorting and document feeding 
potential. To satisfy these needs 
choose the SF-900, Sharp's New 
Business Copier. 

Are you in the market for a 
compact, deskside copier, capable 
of fulfilling basic needs at a basic 
price? Then choose the no-frills 
SF-755. 

If you're looking for something in 
between the SF-900 and SF-755, 
Sharp has additional models to 
measure up to your particular 
standard. 





v SF-461 Automatic Document Feeder 






















4SF-402 1,000-Sheet Cassette 










SF-900 


a SF-430 15-Bin Sorter New Business Copier 


SHARP 
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SHARP CORPORATION JAPAN SETTING NEW BUSINESS TRENDS 
@ TAIWAN: AURORA CORPORATION € HONG KONG: ROXY ELECTRIC CO.. LTO. Penang: 409-409A, Burmah Road, Penang Al. Haj Mansion (3rd Floor), 82. Motijheel 
8th FI. No. 148. Sung Chiang Rd. Taipei Taiwan Room 1701-1710, Admiralty Centre, Tower 1,18 Tel. 22660 Commercial Area 
Tei (02) 5639971 (10 lines) Harcourt Road. Hong Kong Tel: 5.8229311(16 lines) Ipoh: 64.64A. Maxwell Road Ipoh Tel: 521974 Dacca-2 BANGLADESH 
@ THAILAND: THE BANGKOK TRADING CO.. LTD @ SINGAPORE: ROXY (SINGAPORE) PTE. LTD Malacca SA Et Taman Pringgit Jaya. Malaka Phones: 257123 257124 237124 & 237126 
995.999 Charoen Krung Road. Pitsien Bridge 483 Tanglin Halt Road, Singapore 0314 £ l Telex 64.2498 UBM BJ 
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@ THE PHILIPPINES: — — e Road «01-30. Peninsula Plaza Kuantan: 8-2008, Jalan Ait Putih. Kuantan @ PAKISTAN: BUSINESS INTERNATIONAL 
DATACOM SYSTEMS CORPORATION Av Tei. 20431 Nelson Chambers P.O. Box 681 1! Chundngar 
- 2 Singapore 0617 Tel. 3381216 i Aro 
No 65 Buendia Avenue, Makati. Metro € SRI LANKA: BROWN & COMPANY LIMITED Road. Karachi-Pakistan Tel 214922. 213548 
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Jalan Ir 4 Juanda Ii! NO. 12. Jakarta 571364 and 561911 € BANGLADESH: , UNIVERSAL BUSINESS distributor for further information 
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SAN FRANCISCO 


An exact copy of the original. 


That's fax. 


And fax is the only system 
that can transmit blueprints, 





D AT&T 1984 


A 


IT OST" LESS TO” ND 


FA«T3 


legal documents, and signed 
contracts anywhere in the US. 
This unique ability makes fax 


one of the most exciting electron- 


ic mail technologies available 
today. 

All you need is a telephone 
and a facsimile machine. 


And in as little as 25 sec- 


onds, an exact duplicate arrives 
at its destination in the US. 

With fax, faster is cheaper. 

And different machines have 
different capabilities, different 
speeds. 

With the AT&T Network, you 
can transmit up to 400 words on 
a 1-minute call. 

Most telex machines trans- 
mit at a standard 66 words per 
minute. 

Any fax machine can match 
that rate. 

And most beat it easily. 

With some fax 
machines you don't 
even have to be there. 
They can be 
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programmed to transmit during 
reduced rate periods. 

Telex has no daily reduced 
rate periods. 

Since fax is a copy of the 


original, you don't need a typist. 


No special operators. 


And since there's no retyping, 


no redoing of any kind, fax is free 
of transcription errors. 

So if your US. customer or 
business associate needs your 
shipping document, a blue- 
print, a legal document, a sales 
graph or a signed contract in a 

urry, you can fax it to him on 
the spot. 


Transmitting facts with fax. 


Another costeffective service 
for your business from the AT&T 


International Business Network. 
International service to and fron yntinental US 


TEN 
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PHOTOS. PAISAL SRICHARATCHANY A 


ECONOMIES 


Poverty amid the plenty | 





Rangoon petrol station; farmer in Pegu: NU DEI and slower encanta 





Burma's policy of self-reliance hinders 
the exploitation of natural resources 


By Paisal Sricharatchanya in Rangoon 


Or plied by an odd collection of 
post-World War II vintage vehi- 
cles, the streets of Rangoon have seen a 
growing number of newer-model cars 
over the past few years. A large 
number of Chinese restaurants — con- 
sidered plush by Burmese standards — 
have mushroomed. The thrice-weekly 
Thai International flights from 
Bangkok now bring in boxes of colour 
TVs and video-cassette recorders for 
the affluent minority. And on top of 
the black markets which continue 
to thrive, there are other signs that 
the capital has become more prosper- 
ous. 

But beneath this superficial appear- 
ance lies a country which has been fac- 
ing an increasingly difficult time. 
Domestically, increases in agricultural 
production — traditionally Burma's 
strongest growth locomotive — are be- 
coming harder to achieve. Local oil 
production has been declining since 
1979-80, plagued by a nationalist gov- 
ernment policy of no imports. The 
growing oil shortage has slowed down 
development projects and has ad- 
versely affected manufacturing. 

Although the ruling Burma Socialist 
Programme Party has maintained 
the rigid policy of a closed economy, 
the country has evidently been hit 
by the global recession. Export earn- 
ings from rice and minerals — two of 
Burma's handful of major export items 
— have stagnated due to depressed 
world prices. At the same time, imports 
have grown, giving rise to a burgeon- 
ing trade deficit, which in turn has de- 
pleted  foreign-exchange reserves. 
These negative developments are set 
against a background of rising exter- 
nal debt and, consequently, a higher 
debt-servicing burden. pots 

,, According. to official 


Ban: cuni dr ans A went weeks as ci as 


government. 
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fiscal 1980-81 to 6% and 5.6% in 
fiscal 1982-83 and 1983-84, respec- 
tively. (The Burmese fiscal year is from 
April to March.) This means that over 
the past two years — the first two years 
of the current fourth four-year deve- 
lopment plan — growth has been 
below the officially targeted annual 
rate of 6.2%. 

The most important factor behind 
this is slower expansion in the agricul- 
tural sector. Following a record expan- 
sion of 12.7% in 1980-81, agriculture 
— accounting for nearly 30% of total 
GDP — has slowed down to register 
6.8% and 4.8% in the past two years, 
respectively. Although the government 
has tried to diversifv into other cash 
crops such as jute, tobacco, maize, 
pulses and beans, rice remains the 
mainstay of the sector. 

Burma can be proud of its past re- 
cord of being able to raise substan- 
tially rice production without expand- 
ing plantation acreage. Following the 
introduction in 1975-76 of the whole- 
township programme whereby high- 


yield varieties were introduced to the 


central region, where necessary infra- 
structures (such as road access and ir- 
rigation) were readily available, rice 
production has risen about 70%. But, 
owing to depressed world prices for 
rice, there was no further expansion of 
the programme since 1982-83. Produc- 
tion in the past season (1983-84) is un- 
officially estimated at 14 million ton- 
nes (paddy), up marginally from the 
previous year. 

Lower agricultural-sector growth 
appears to have been partially off-set 
by an improved performance in the 
manufacturing sector, which accounts 
for about 10% of GDP. Despite the 


adverse impact of an oil shortage and 


reduced imports of intermediate goods, 


ed to a 6.2% rise in the previous yez 

In the annual economic summary re- 
port presented to the Pyithu Hluttaw 
(People’s Assembly) in March, the gov- 
ernment indicated that the hig sher 
manufacturing-sector growth was 
achieved partially because a number o; of 
new factories came on stream in 198; 
These included a car-*yre factory, à n 
electric-wire plant, and a rice mill with 
100-tonnes-a-day capacity on i : 
eastern suburb of Rangoon, built it h 
interest-free Chinese loans. 

Since the country can potentially i 
crease rice production further, i lyin 
when world prices recover, | he 
medium-term outlook for the agricu |- 
tural-sector performance — though 
likely to grow at a slower pace = 
should not be an area of serious con- 
cern, But what has distressed the re- 
gime — and will continue to ate 
sharp focus in the immediate future — 
is the depressed performance of ex- 
ports and the subsequently shrinking 
foreign-exchange reserves. "f 


Ithough official figures vary from 

one source to another (with "ue 
discrepancies in some Cases), the re 
cently released annual economic re- 
port — generally considered au 
thoritative and up to date — shoe WS 
total exports declining from the eg li- 
valent of US$488.6 million in 1980-8 
to US$472.9 million and US$391.3 
million in the following'two years re- 
spectively. 

Set against imports which rose from 
US$702.2 million to US$768.7 million 
and US$846.3 million, respectively, 
over the same period, the trade deficit, - 
in effect, more than doubled from the 
equivalent of US$213' million to 
US$455 million owen! él three-year 
period. i5 229i | 

Calculations of Burma's interna- 
tional trade positions are translated 
into US dollar terms since going by the 3 
kyat value as publis in the 
economic report would present a mis- |. 
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WF, tontioverélul décision by the 
A Asian Development Bank (ADB) 
to award a Japanese company a 
IS$15 million contract to build 12 
te ce mills in Burma has come at a time 
| when questions are being raised 
about the bank's procurement policy 
under its president, Masao Fujioka. 
| At the ADB's annual meeting in 
A nsterdam on 25-27 April, Thai Fi- 
| nance Minister Sommai Hoontrakul 
accused the bank of overwhelmingly 
fa vouring industrialised rather than 
developing countries in awarding 


devaluation in recent years, the kyat 
E effectively depreciated about 22% 
igainst the US dollar since 1980-81. 
F According to the state-run Myanma 
I Sepia an Trade Bank, the kyat value 
radually dropped from the official 
ve erage exchange rates of Kyat 
3.62:US$1 in 1980-81 to Kyat 8. 08 at 
the end of 1983. Meanwhile, the unoffi- 
"ia | exchange rates in Rangoon's black 
narket is more than Kyat 20:US$1. 
The overall trade imbalance nar- 
'owed in 1983-84 when exports in US 
dollar terms rose 14.8% to US$449.2 
million while imports declined 15.4% 
to US$716 million, which reflects a 
elt-tightening policy imposed by the 
'overnment. (Calculated in kyat value, 
he ə increase of exports from Kyat 3 bil- 
lion in 1982-83 to nearly Kyat 3.6 bil- 
ion in 1983-84 represents an 18% rise 
w le the decrease of imports from 
Ky yat 6.5 billion to Kyat 5.7 billion over 
the same period represents a 12.7% de- 
cline.) 
But since world commodity prices 
remained depressed, last year's higher 
e ports were below original projec- 
ti tions in value terms. In presenting the 
economic report to the People's As- 
* ably, Deputy Prime Minister and 
Planning and Finance Minister Thura 
U Tun Tin cited the example of export 
pr ces of broken rice, refined lead and 
tungsten having fallen by more than 
30% over the past two years. 
Preliminary government figures 
show Burma ‘exported slightly more 
than 800,000 tonnes of rice in 1983 — 
up from the nearly 600,000 tonnes ex- 
ported in the previous two years. In 
1982, rice accounted for nearly half of 
| total exports with'teak and hardwood 
26% and mitierals plus gems 13%. 
. More significantly, bilateral assist- 
ance from Jápan has comprised the 
A most important foreign funding 
Source. This year, Tokyo has pledged a 
43 billion (US$187 million) loan plus 
J another ¥10 billion (free) grant. These 
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. The ADB is accused of favouring the developed 
D rogld with its — contracts 
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contracts for — and services. 

The contract for the Burmese mills 
was originally awarded to a West 
German firm, Unionmatex, by an 
ADB procurement committee in 
1983. The firm's tender was found to 
be lower than that of a Japanese 
company, Satake. But. in January 
1983, Fujioka set up a special com- 
mittee to review the deal, saying that 
the original procurement decision 
was unacceptable to the Burmese 
Government. Eventually, the con- 


tract went to the Japanese firm. 
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Rice stockpile: exports up. 


Under the yen loan (which will be 
extended by Japan's Overseas 
Economic Cooperation Fund), about 
Y15 billion is earmarked as a “com- 
modity loan" — a package designed to 
support Burma's balance-of-payments 
position through the import of Japan- 
ese goods. Of this portion, about ¥5 
billion will specifically finance the im- 
ports of kits and spare parts for a string 
of industries. — including the assembly 
of buses, Jeeps and sedans, agricul- 
tural machines and some selected elec- 
trical appliances — which were set up 
in the post- World War II period as part 
of Japanese war reparations. 


nformed sources told the REVIEW that 

the Burmese have made little im- 
provement over the past few decades, 
and these industries basically remain 
simple assembly lines today. Without 
the Japanese imports, they would be 
rendered useless. 

A distant second from Japan in 
terms of bilateral assistance, is West 
Germany. The DM 150 million 
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leading donors to the 45-member 
ADB. They are also the two countries 
with by far the biggest bilateral aid 
portfolios in Burma. But the rice- 
mills contract decision highlight- 
ed not only apparent resentment in 
some developing Asian country quar- 
ters that developed donor countries 
are favoured too much by the bank in 
its procurement decisions, but also 
that Japanese companies enjoy the 
lion's share of ADB-awarded con- 
tracts. 

In his statement to the ADB's 
Amsterdam meeting, Sommai, who is 
Thailand's governor on the bank's 
board, complained: “One of the strik- 
ing features of the bank's operations 
which we may find from the bank's 
statistics on procurement is that out 


operation grant recently pledged by 
West Germany for 1984-85 represent 
a marked decline from those granted in 
the previous two-year period. But the 
decline, which reflects West Ger- 
many's overall reduction in its global 
commitments, is understood to be 
compensated by an increase in Austra- 
lian aid. 

By international standards, the 
country's estimated US$1.8 billion ex- 
ternal debt (drawn from the estimated 
US$2.5 billion committed) at the start 
of 1983 is insignificant. A recent gov- 
ernment statement said the debt-ser- 
vice ratio during fiscal 1983-84 — 
amounting to a projected 31.4% of ex- 
ports — was the highest ever. But inde- 
pendent analysts put the ratio at closer 
to 35% or more and predict that it will 
rise further. 

Some Western analysts praise the 
government for taking the painful step 
of reducing imports in 1983. Given the 
regime's reputation for extreme cau- 
tion in its approach to development — 
to the extent that it is commonly criti- 
cised by outsiders for being slow and 
inefficient — the country is not likely 
to go overboard in further foreign-debt 
formulation. And with a record of no 
default, Burma can probably carry on 
borrowing more from multilateral 
agencies as well as bilateral sources. 
(According to government figures, dis- 
bursed foreign loans during the past 
fiscal year amounted to Kyat 2.5 bil- 
lion while projected overseas borrow- 
ings in the current year stand at Kyat 
2.9 billion.) 

The key question lies in whether 
Burma can effectively expand exports 
in the medium-term to earn foreign ex- 
change in order to cope with rising 
debt, as well as to finance imports. 

In the same parliamentary speech in 
March, Tun Tin stated: "In investing 
for the. country's economic develop- 
ment, it is best to do so with our own 
strength:and own cash. In order to in- 
















sources} loans to date, only 11% has 
been procured from developing mem- 
bers of which [South] Korea's share is 
half." He added: “The statistics thus 
lead us to the conclusion that our 
bank is simply a multilateral export 
bank for its developed-member 
countries." 

Fujioka was asked to comment on 
this at the meeting's final press con- 
ference, but he did not answer the 
criticism directly. He claimed there 
was a "commendable trend" among 
some developing countries to in- 
crease their share of procurement. 
“That is very. good. That is the pur- 
pose of our development efforts," he 
said. ! 


EXTERNAL TRADE AND RESERVES 


Exports | 

Imports 

Foreign exchange 
reserves (less gold) 


*USS$ million at prevailing excifange rate. 
Source: Ministry of Planning and Finance. 


trade. Promoting. exports depends on 
extending production of export goods, 
rising quality and making brisk sales 
in foreign markets." 

Authorities have yet to follow up 
these words with action. According to 
one Asian diplomat, the only commod- 


ity that has received government at- - 


tention is rice. Trade Minister Khin 
Maung Gyi visited Malaysia and 
Singapore earlier this year and man- 
aged to sell a small amount. 

Given a reticent bureaucracy which 
is not tuned for high-level perform- 


ance, the export promotion drive ap- - 


pears ambitious. This has given rise to 
scepticism in. many private quarters 
over the targeted 24.5% rise in exports 


during the current fiscal year. Much - 


will depend on whether international 


rice prices pick up this year às pre~ . 


dicted by some leading Bangkok rice 
exporters — ,12 Apr. ) 


Or the back of a — than- -expect- 
ed budget surplus arising from 
higher tax collection, and projected 
exports growth, the government has 


provided for a 9.4% increase in im- . 
ports this year. But some analysts do | 


not rule out the possibility that the 
government may have to trim imports 
for the second year in a row if exports 
do not perform as well as expected. 
The impressive growth in the ag- 


ricultural sector since the mid-1970s | 
can be repeated.in the future only with | 


expensive inputs such as more: fer- 


the bank’ 's OCR [ordinary-e. capital a 





tiliser andi irri rigation schemes: — some- 


the United States reflected the great- 
er competitiveness of the Japanese 
economy or a domination of the ADB 
by Japan. The bank's president re- 
plied: “We are conducting business 
on the basis of international competi- 
tive bidding." 

Fujioka said that 15 years ago 
Japan did have a high share of pro- 
curement because at that time the Ja- 


panese market was cheap and attrac- | 


tive, with an exchange rate of 
¥360:US$1. But since then, presum- 
ably because of a strengthening ven, 
Japan's share had been decrea- 
sing “quite vemarkabiy” 

is — RODNEY TASKER 





. given its present fi- 


“the 


choice but to settle 
for slower growth 


0. — '83) 
(0 a3] tofive years. 
Because 
imports were even 
lower than the orig- 
inal projection and receipts from non- 
trade revenue (such as remittances | 


actual 


from the estimated 3,000 seamen 
working abroad and income from 
tourism) were higher than forecast, the 
government was able to report a much 
improved balance of payments in 1983. 
The  balance-of-payments 
swung around from a Kyat 218 million 
surplus in 1980-81 to deficits of. Kyat 


308 million and Kyat 963 million re- 


spectively in the following two years. 


Provisional figures show the deficit. 


was considerably reduced in 1983- 


84, 


with plentiful natural resources such 


as potentially large. petroleum re- 


serves, abundant hydro:power, fores- 
try, minerals and fisheries. But, ruled 


| by a unique socialist regime since 1962 . 
| that is extremely thrifty in the exploit- | 


ation of these resources and has a 


deep-rooted distrust of Western influ. 1 


ence, development has been slow and 
patchy. Although the country’s 37.9 
million population is relatively well- 


fed and enjoys other basic daily re- 


quirements such as clothing and hous- 
ing, its US$181 per capita income (in 
1982) effectively put Burma among the 
poorest countries in the world. 

As the country becomes affected by 
unfavourable external -- conditions, 
there is growing speculation that the 
regime might be forced to "open up" 
and invite foreign investment, which 


at present is virtually non-existent, So- 
eh oap udis — ‘Proved i 


far, | 





pared with dens than. US$1 Billion to | 


lon the farı 


nancial standing. In. 






growth is likely in the foreseeable 


final analysis; 
the ^ government 
may have little 


over the next three 


position » 


| storage facilities and rice mills. 
| being built at 20 locations in the 
Burma is an immensely rich country 


"March 1983, to build and. equip tk : 


| Storage capacity, at a. total cost o 


|. hour milling capacity. 


| Asian Development Bank — is- 


.this year and the whole project is sche 
"duled to be completed . ‘by mid-198 











































Grain output can ` 
be boosted only by 
intensive techniques 


W ith the much- heralded and hig! 
successful high-yield va 
(HYV) programme , tapering 
Burma’s rice production appears. 
have reached a plateau. Since most 
the country's good rice lands in the 

rawaddy delta and central region have 
already ‘been covered by the progr 
me, any further expansion wou 

evitably require expensive inputs su 
as fertiliser and irrigation. Given 
depressed world prices of rice ove 
past two years, which have rendi 
new investment uneconomical at 
stage, no substantial produc 


ture. 

But the medium- and long-term 
look for Burma's agricultural sec 
which accounts for nearly 30% of g 
domestic product — still app 
promising. Since the bulk of the 
mated 14 million tonnes paddy o 
for 1983-84 is produced from onl 
cropping, itis possible for Burma. 
troduce double-cropping, particu 
in irrigated areas (which covera 
10% of cultivated land). 

The HYV programme can be 
panded to cover more acreage i 
when world prices recover to à h 
that justifies extra farm inputs. 
the time being, the government is 
centrating on improving quality 
than raising quantity. Info 
sources told the Review that Bur 
officials have given top priority 
integrated system of modern gi 


































rice-producing delta areas and 
region. b 
Under this project, a Bangkok- 
West German-Thai company, 
Jucker, has been contracted, 










warehouses, each with a 5,000-tor 








US$8.2 million, funded by the Inte 
tional Development Association — the 
World Bank's concessional loans art 

In addition, 20 medium-size rice : 
will be built, each with a six-tonn: 









Eight of the rice. mills — c 
about US$1 million.each and f 
by Japan's Overseas Economic Co 
ration Fund — have already been co 
pleted. Construction of the other 1 
under separate. financing from. tk 













under way. A few of the integrate 
units will be operational by the end« 
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cently completed mediur ode! 
rice mill in the suburbs of Rangoon 
built with Chinese assistance. 

_ Although the combined 100,000- 
tonne storage capacity may be very 
compared to the country’s total 
paddy output, a second-phase con- 
struction of similar facilities is in the 
pip eline. 

- Rice traditionally has been the most 
important foreign-exchange earner — 
constituting more than 40% of total 
exports in recent years. But due to poor 
storage, handling and milling, the Bur- 
mese grain is mostly broken and of 
poor quality. “In a normal warehouse, 
the white grain would turn yellow in 
six months, which means a lower price. 
But the new facility can keep the grain 
for at least one year and still maintain- 
ing the same quality. Without these 
facilities, there will be a lot of lost op- 
portunity," commented one source 
who is involved in the project. Al- 
though the government has not clearly 
ed it out, the broad aim of these 
facilities is apparently export- 
oriented. 
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= "he success of Burma's green revolu- 
M tion under the HYV programme has 
been spectacular. Since the program- 
me was first introduced in the mid- 
1970s, rice production has increased 
about 7095. But owing to declining 
world prices — coupled with the fact 
that most of the fertile lands with easy 
road access and irrigation have al- 
ready been covered — there has been 
no further expansion since 1982-83. 
Some 82 townships out of the country's 
total of 314 have since been included in 
the HYV and they generate a combined 
45% of total rice production. 
A The government has been concen- 
trating on the 82 townships to further 
increase production in an apparent at- 
tempt to meet domestic demand while 
at the same time releasing better-qual- 
ity stocks for export. But the pace of 
growth has slowed. Paddy production 
during the 1983-84 season is estimated 
to be about 300-400,000 tonnes more 
than in the previous season. From 
nearly 600,000 tonnes exported annu- 
ally in 1981 and 1982, Burma boosted 
exports to 800,000 tonnes in 1983 anda 
similar level is likely to be maintained 
this year. 
. Informed sources told the REVIEW 
that there has been demand from other 
townships to be included in the HYV 
programme but the government has 
decided to put on a brake — at least 
. temporarily. 
. “Since any expansion is going to in- 
volve costly investment in terms of 
| road access, fertiliser application and 
. Other inputs, the government will go 
. ahead with the expansion only if it 
is certain to secure enough overseas 
. markets and sell at the right prices,” 
. commented a United Nations official 
_ basedin Rangoon. 


— PAISAL SRICHARATCHANYA 
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trigger for Burma’s underground commerce 


he recent spate of fighting between 

Burmese army. forces and Karen re- 
bels in Burma's hilly eastern Karen 
state near the Thai border has caused 
prices on the Rangoon black market — 
particularly those. of consumer goods 
traditionally smuggled in bulk from 
Thailand — to rise 15-20%, The in- 
creases, apparently stemming from 
difficulties faced by smugglers as a re- 
sult of the ise quac on top of a ris- 
ing trend in overall price levels on the 
black market. 

Owing to a severe shortage of domes- 
tic production, the Burmese, in the re- 
cent past, have relied heavily on a 
broad range of essential consumer 
goods and luxury items smuggled from 


SMUGGLERS’ WAY 





neighbouring countries. All kinds of 
consumer goods enter the eastern 
Karen state and northeastern Shan 
state from Thailand — ranging from 
general clothing materials and fake 
Lacoste T-shirts to fake medicine, rub- 
ber sandals and nail polish. 

The most important smuggling route 
on the Thai-Burmese border has al- 
ways been frem the northern Thai bor- 
der-district town of Mae Sot to the 
major Karen trading post at Wangkha. 
But since eatly this year, the Burmese 
army has launched a large-scale mili- 
tary offensiye against Ms ME 

ug 


ers to 
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turn to other, previously minor routes 
further in the north and south. Sources 
involved in the black market opera- 
tions in Rangoon told the REVIEW that 
some of the smuggled Thai goods — 
such as wristwatches and certain types 
of textiles products — are brought 
overland through Burma to places as 
distant as India and Bangladesh. 

In the south, sound equipment and 
electrical appliances are smuggled in 
bulk from Penang and Singapore to the 
southernmost port of Kawthaung (for- 
merly known as Victoria Point), from 
where the contraband travels north- 
ward to Moulmein and then Rangoon. 
Electrical appliances dominate the 
southern smuggling route; there are 
also some textiles from Malaysia. 
On the northern border, with 
China, towels, corrugated sheets, 
ceramics and medicine are smug- 
gled into Kachin state and travel 
southward to Mandalay and 
Rangoon. Bicycles, textiles and 
medicine are also smuggled from 
India. 

The volume of goods smuggled 
from the various frontiers is dif- 
ficult to gauge, but a Western 
diplomatic source estimated the 
total value at around US$200 
million a year — two-thirds of 
which is estimated to have come 
from Thailand. The figure, if cor- 
rect, would represent more than 
a quarter of Burma’s US$716 
million worth of official imports 
in 1983. The smuggled goods re- 
present one aspect of Burma's 
apparently flourishing under- 
ground economy, despite the 
government's professed socialist 
policy which, among other 
things, calls for the provision of 
locally produced basic essential 
commodities at controlled 
prices. 


B: because of inadequate 
production, many products 
are in short supply or simply un- 
available at state-run stores. It is 
now common practice for military of- 
ficers, government officials and the 
privileged, who are able to obtain po- 
pular goods at government-controlled 
prices, to resell them at handsome pro- 
fits on the black market. Farmers and à 
growing number of small-time private 
manufacturers, who sell their excess 
production through the unofficial 
channels, also contribute to the 
shadow economy. 
. In the final analysis, the Burmese in 
Rangoon or other large towns can ob- 
tain virtually anything — from a small 
pin to a Japanese vi cassette record- - 
er — from the black market, provided — 
dia p LES. c aes fr, ONT AE En 
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our Head Office: BERLINER BANK AC, special Euromarket financing and investment 
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n recent years. The worst example 
probably petrol: because of a severe oil 
shortage and inefficient distribution 
system, the Rangoon, black market 
price has recently increased to Kyat 20 


(US$2.5 at theofficial exchange rate or 


US$1 at the unofficial rate) a gallon, 
from about Kyat 15 in the past two 
years. 

These prices compare with the Kyat 
3.5 a gallon officially controlled price 
which has been unc hanged for several 
years. According to an aAsian diplomat, 
prawns, which är ‘ays in bountiful 
Supply in this marine resource-rich 
country, once sold for about Kyat 30 
per weiss (a Burmese weight measure- 
ment equivalent to 1.5 kgs) two years 
ago. They now go for Kyat 50 or more. 
The prices of most other items have 
risen at a slower pace. 

Many analysts conclude that while 
the official salaries of the estimated 1.6 
million government employees (in the 
more than 15 ministries and 49 state- 
run corporations) may have stagnated, 
their incomes from unofficial sources 
have definitely risen. The same proba- 
bly applies to a large portion of the 
other 12.9 million people employed in 
state-sponsored cooperatives and pri- 
vate-enterprise sector. 


W^ their meagre official salaries 
averaging Kyat 300-500 a month, 
most low-ranking government em- 
ployees are believed to have at least 
one extra job on the side, which is per- 
formed either by them or members of 
their families. But senior officials, par- 
ticularly those in the influential mili- 
tary, do not seem to have to work hard 
for extra income. According to one 
Burmese source, a senior army colonel 
receives a basic salary of Kyat 2,000 a 
month. But if all his state-provided 
welfare benefits — such as free hous- 
ing, free petrol and the right to own up 
to three vehicles including a Mazda 
sedan from the local assembly plant — 
are taken into account, his income is 
about Kyat 30,000, or more than 10 
times his official salary since the petrol 
and sedan, for instance, could be sold 

on the black market at huge profits. 
The thriving underground economy, 
therefore, presents a picture that is 
somewhat different from the country's 
rather bleak macro-economic outlook 
as reflected by official statistics. Al- 
though the government taxes private 
enterprises, the bulk of trade and ser- 
vices generated by the black market 
are understood to be excluded from of- 
ficial estimates for gross domestic pro- 
duct. But in a country where reliable 
information and accurate statistics are 
extremely difficult to obtain, no one 
has been able to give an accurate esti- 
mate of theimpact on GDP of such un- 
official activities. What is certain is 
that the officially announced 5.6% in- 
flation rate for 1983 is far from correct. 
— PAISAL SRICHARATCHANYA 
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Potential major energy: supplies will take 
a long time to come on stream 


he recent discovery of potentially 

large natural-gas reserves in the 
Gulf of Martaban is one encouraging 
development in Burma's otherwise 
gloomy energy sector. But a detailed 
gas-development plan has yet to be 
mapped out and, at best, it will take 
several more years before exploitation 
can begin. Meanwhile, domestic 
crude-oil production has continued to 
decline for the fourth consecutive year, 
resulting in a serious oil shortage. This 
is stalling development projects and 
forcing industries to function below 
capacity. 

The government first mentioned two 
“economically significant" gas dis- 
coveries in the gulf in a report pre- 
sented to the Pyithu Hluttaw (People's 
Assembly) in October 1983. According 
to that report, production tests from 
the first discovery, made in November 
1982, showed a gas flow of 39 million 
cu. fta day. Tests on the second discov- 
ery, made in May 1983, yielded a daily 
output of 92 million cu. ft. The two ad- 
jacent locations where gas was found 
are about 50 miles southwest of Ran- 
goon, or roughly 30 miles offshore. 

Although the government has not 
come up with any official estimates, 
total reserves in the two areas are un- 
officially put at 7 trillion cu. ft. This 
figure, however, is not exact as further 
tests are needed. But if these estimates 
do prove correct, they will be consi- 
dered large deposits. By comparison, 
the Erawan field in the Gulf of Thai- 
land, which in 1983 produced a daily 
average of about 150 million cu. ft, has 
a proven reserve of 628 billion cu. ft. 

The government is apparently mak- 
ing serious preparations to develop the 
gas. Informed sources told the REVIEW 
the World Bank has been asked to as- 
sist in commissioning a feasibility 
study on the most appropriate deve- 
lopment. Under the tentative plan, 
Burmese authorities appear to be aim- 
ing for the simple strategy of process- 
ing the gas into methane (as energy) 
and ammonia (as fertiliser). 

The World Bank and Asian Develop- 
ment Bank (ADB) have been ap- 
proached for possible financing of 
development drillings and the laying 
of submarine pipelines respectively. 
Negotiations also have been held with 
Norwegian and West German com- 
panies for their possible involvement 
in erecting production platforms and 
building processing plant. 

The total investment in the project is 
not immediately known — but one 
analyst put it in the range of US$700 
million-1 billion. Assuming that the 
government will finance part of the in- 
vestment from its own resources, the 


portion provided by external borrow- 
ing still will be huge. In view of the 
government's conservative ‘policy to- 
wards foreign debt, the authorities are 
likely to approach the scheme with ex- 
treme caution. Inevitably this will 
mean a long delay before take-off. 

The successful gas discoveries were 
the outcome of an offshore exploration 
programme which has been undertak- 
en since late 1982 by a consortium of 
Japanese companies through a special 
agreement with Burma's state petro- 
leum company, Myanma Oil Corp. 
(MOC) (REVIEW, 8 Oct. '82). It is under- 
stood that the Japanese are not in- 
terested in purchasing the gas, largely 
because Japan's future gas demand is 
being met by long-term liquefied natu- 





Filling up in Rangoon: the queues grow longer. 


ral gas contracts from other Southeast 
Asian producers. 

Meanwhile, lengthening queues at 
petrol stations in Rangoon and in 
Burma's provinces suggest a growing 
domestic oil shortage. According to of- 
ficial figures, local crude production 
peaked at 11 million barrels during fis- 
cal 1979-80 (April to March) before 
dropping to about 10 million barrels in 
the following two vears and 9.7 million 
barrels in fiscal 1982-83. The govern- 
ment provisionally put production in 
the last fiscal year at 11.5 million bar- 
rels. But independent Western sources 
told the REVIEW there was a 4% pro- 
duction decline last year. 


he official figures are well-head 
readings and, according to one 
Western embassy report, net produc- 
tion has probably been closer to 
around: 8 million barrels annually in 
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import 2 million barrels of crude from 
Indonesia but no imports have 
materialised. “The regime has made it 
a distinct policy to stand on its own 
feet in energy as well as many other 
sectors," said, one Western observer. 


The exact consequences of the oil | 


shortage are difficult to gauge; but the 
rationed supply has clearly stalled 
development projects and forced a 
large number .of factories to operate 
under capacity. For instance, the 
Sedaw Gyi dam project near Mandalay 
— begun in 1976 with a US$45 million 
ADB loan — is three years behind 
schedule because of diesel-fuel and ce- 
ment shortages. 

For a country with excess refining 
capacity, it would seem economically 
logical for Burma to import crude, re- 
fine it and export the excess finished 
products. But, instead, the government 


chose to close down a small refinery at. 


Chauk in central Burma two years ago 
because of idle 





Kyat 3.5 (about PE US edis) | a que 
in Rangoon (at the official exchange 
vate of around. Ky at 8:US$1) and 
Kyat 4 outside the. ca 

is sold for Kyat 20 a gallon in the Ran- 
goon black marke oday or nearly six 
times the official 












ices.go up much higher in the pro- 





pri 
vinces at Kyat 40 a gallon in Man- 
dalay for example. Apparently, cur- 
rent price levels have risen only re- 
cently, indicating a further deteriora- 





tion in the situation. In Rangoon, the. 


pi ice had. hovered around Kyat 15 a 
" 1 for about two years until 
Ji anuary this year. 

.. The shortage has been aggravated by 
an inefficient distribution system. 





While the MOC is responsible for | 
petroleum. production, another state- 


_run corporation organises distribution 


nationwide. Vehicle owners nor nally. | 






are given a petrol quota deper 
engine size. Some obtain their quotas 
Írom state-run stations at the offic- 
ial price and re-sell the petrol in the 


black market at a profit while others, 
who have no patience with the long. 
the . unofficial 


queues, resort i 


sources, 

Notwithstanding. the. — 
offshore exploration in the Gulf of 
Martaban, the government has con- 
tinued to carry on a moderate pro- 
gramme of onshore exploration, 
though no major onshore discoveries 
have recently been made. Unless there 


are substantial new discoveries, there- | 
gime eventually may be: forced tore- 


lent on its strict no-import policy: - 
AISAL SRICHARATCHANYA 
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| four-year 
| I baea for the fiscal year which began 
-on 1 Aprilis designed to generate 6.3% 
-real growth in gross domestic product 
compared to 5.6% the previous year. It 
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Tun in Rangoon 


mounting debt- service burden, the 
increasing difficulty of getting 


CON PRETI loans from abroad and 


scepticism over whether the world 


economy is out of recession have all in- 


fluenced the Burmese Government to 


-opt for a hold-down on investment in 
| the budget for fiscal 1984. 


But the government has projected a 
substantial boost in. public-sector 
spending, apparently to counter the 
deflationary impact of the bigger- 


than-expected budget surplus realised | 
by the general government (adminis-: 


tration) sector the previous year. A siz- 


able increase in government imports - 
also has been provided for, inspired by. 
the unexpected improvement in the 
| balance of payments last year. The 
vi apacity. That. has left = 
: | an expansion of public-sector demand 
| — and inflation. | 


overall effect of the budget will thus be 
Covering the third year of the fourth 


development plan, the 


provides separate projections for gen- 
eral. government (comprising the Peo- 


. ple's Assembly, state councils, minis- 


tries and departments), state economic 


_ organisations (SEOs) and local munici- 
| pal bodies. 


General government E 
are forecast to total Kyat 8.2 billion 
(about US$1 bilion at the official 


rate), up 11% from last year. Defence 


accounts for 22% of the total, up 6%. 
The relatively high allocation for de- 


fence reflects the continuation of the 


government's stepped-up . campaign 


| against communist and ethnic insur- 
gents in the frontier regions of north, 


northeast, east and southeast Burma. 
Receipts are projected at Kyat 8.4 
billion, up 5%. Of this, Kyat 4.5 billion 


is expected to come from taxes. No new 
| tax has been introduced and no tax-. 
| ation rate changed; the target is to be 
realised mainly through ‘the goods- 
.and-services tax, the yield from which. 


is expected to rise to Kyat 2.8 billion as 
the country's 49 SEOs. expand produc- 


tion of goods and services during the. 
year, as: daid down in the. economic 


plan. 


An increase in income se — is | 


also envisaged through a more effec- 
tive levy of the tax on cooperatives and 
individuals. Receipts from customs 
duty are expected to rise as imports 


| and exports expand as planned. 


The second-biggest item under re- 


| ceipts is the share of operational 


surpluses (a euphemism for profits) 


| which SEOs have to pay to the govern- 


9 ots fori a major boost in public-sector spending 
which inevitably will force up prikes 


3 whopping Kyat 525.6 million surp! 


total expenditures (both capital a 


puts to farmers; rising costs of o 


transport services. 


lien. The current year's borrowing v 
further inflate this amount. 


l.surance that inflationary pressures 


5.6% GDP growth last year and 





reality in a country witbwhigh-pric 


in investments, to Kyat 7.8 billion froi 
‘Kyat 8.15 billion last year — the third 


| cern. for greater cost-effectiveness, 

















































































ment. SEOs with surpluses of mor 
than Kyat 5 million a year must h 
over 30% of their surpluses to the g 
ernment, while the, four state-ow 
banks — though also SEOs — 
surrender all their surpluses. Receipt 
from this source are expected to to 
Kyat 1.6 billion in the current year 
A budget surplus of nearly Kyat 
million is forecast for the general gov 
ernment sector, but this projectio 
may well be as conservative as las 
— s. The original estimate, of a K: 
195.2 million surplus, turned out à 


at year's end. 

The SEOs have a far bigger b di 
than the general government as- 
are directly involved in the executi 
of various development projects. ' 


current) are forecast at Kyat 32.4 
lion, up 11.7% from last year, and th 
total receipts at Kyat 28 billion 
16. 695. 


he projected deficit of Kyat 4.4 b 
lion is officially explained as bein 
result of the rise in expenses result 
from expanded operations of. 
owned industries; losses from the su 
sidised sale of fertilisers and other: 





gas- and minerals-exploration a 
production and higher operating co 
and low revenues of some state-owr 
As commer: 
type enterprises, SEOs are to fin: 
this deficit through porrowinga, 
state banks. 

These borrowings inevitably wil 
volve the creation of money; in 
they have been going on for some 
now and their impact on the mon 
supply has become clearly visible, 
tween 1978 and 1983, currency in 
culation rose by 74% to Kyat 10.1 ! 


But the government has given a 
will be mitigated to some extent by the 


rapid rise in personal savings (wh 
totalled Kyat 4.4 billion by Septem 
1983) induced by competitive inter 
rates. The government puts the inf 
tion rate for 1983 at 5.61% ,a figure 
garded by many as a poor reflection « 


pervasive "shadow" ecoriomy. 
The budget provides fora 4.3% | 


consecutive annual decline. This is o: 
ficially said to reflect government con 











scepticism about recovery in the world: 


economy continuing and its belief that 
the best strategv for Burma is to 
streamline existing industries. 

One other reason, not stated offi- 
cially, is the shrinkage in the flow of 
concessional credit from developed to 
developing countries as a result of the 
"aid fatigue" of many industrialised 
nations and Burma's anxiety to 
minimise commercial borrowing. Of 
the total investment, 27% goes to the 
general government sector, 72% to 
SEOs, and the balance to local munici- 
pal bodies. The budget also provides 
for public-sector investment of Kyat 
1.9 billion and cooperative-sector in- 
vestment of Kyat 237 million. (Foreign 
loans and grants will finance a third of 
total investment.) 


Imports are forecast to rise 9.4% to 
Kyat 6.1 billion, 40% of which will be 
financed by external assistance. Ex- 
ports are projected to rise as much as 
24.5% from last year to Kyat 4.3 bil- 
lion. The strategy envisaged is both to 
raise exports of traditional items such 
as rice, timber and minerals, and to ex- 
pand the output and export of those 
farm products which command a ready 
market abroad and in which Burma 
has comparative economic advantage. 

Despite the high export-growth 
forecast (which seems over-optimis- 
tic), the budget forecast a Kyat 1.8 bil- 
lion trade deficit, representing 3.4% of 
GDP. Up to now, Burma has had eight 
successive trade deficits, making it 
necessary for the government to resort 
to heavy borrowing from abroad as 


well as a draw-down on its meagre 
foreign-exchange reserves in order to 
finance unavoidable capital-goods im- 
ports. Reserves dropped to US$91 mil- 
lion by December 1983 from the record 
US$237.5 million in March 1981. 

Burma's balance of payments im- 
proved last year as the projected de- 
ficit of Kyat 328.8 million was trimmed 
to a mere Kyat 5 million at year’s end, 
mainly because of the receipt of a Kyat 
248 million International Monetary 
Fund loan not provided for in the ori- 
ginal budget, and a substantial short- 
fall in imports. 

For the current fiscal year, a Kyat 2.3 
billion current-account deficit is fore- 
cast, but foreign loans and grants will 
trim this to an overall balance-of-pay- 
ments deficit of only Kyat 3.2 million. 





AVIATION 


Cloud and 
silver lining 


Air-India soars out of the red to 
profit from better management 
and a boom in traffic to the Gulf 


By Mohan Ram in New Delhi 


hile airlines the world over con- 

tinue to lose heavily, India's na- 
tional flag carrier, Air-India, is not 
only out of the red but is flying high. 
The dramatic turnaround after losses 
in 1979-80 and 1980-81 was the result 
of better management and the boom in 
Gulf traffic over the past two years. 

The company lost Rs 88.5 million 
(US$8.1 million) in 1973-74 owing to a 
strike by pilots, but rallied impres- 
sively later, with net profits rising to 
Rs 340.9 million in 1978-79. Then came 
the sharp rise in*bil prices which added 
between 51 US cents and US$1 to a 
gallon of aviation fuel. Air-India's fuel 
and oil bill soared from Rs 650.8 mil- 
lion in 1978-79 to Rs 1.32 billion in 
1979-80. 

In 1980-81, when Air-India reported 
a net loss of Rs 213 million, its fuel and 
oil bill had jumped to Rs 1.99 billion. 
As a result, operating expenses shot up 
86% in the two years ending 31 March 
1982 while operating revenue rose 
7496. 

The recovery began in 1980-81. For, 
while the company recorded a loss of 
Rs 213 million, 20% higher than the 
1979-80 losses, there was a token 
operating fit — excluding interest 
paid on t loans and government 
loan capital — of Rs 3.3 million. While 
the crisis in the civil-aviation industry 
continued, the year that followed 
brought Air-India an operating profit 
of Rs 342.50 million and a net profit of 
Rs 103.60 million. In 1982-83 the com- 








pany did even better, with sales 
(operating revenue) doubling to Rs 7 
billion over the 1978-79 figure of Rs 
3.49 billion. Operating profit was up 
by 80% to Rs 615 million and net profit 
by 267% to a record Rs 380.4 million on 
the previous year. The budget for 1983- 
84 projects an operating revenue of Rs 
1.9 billion and an operating profit of Rs 
890 million, leaving a net profit of Rs 
570 million. 


ir-India attributes this "golden 

harvest" to innovative management 
techniques and marketing strategies, 
introduced in 1980-81, to curb costs 
and boost revenues. But what it did not 
like to admit was that the financial re- 
covery owed much to the continuing 
Gulf boom. Air-India does not disclose 
profit-and-loss figures for each of the 
sectors it operates. Newspaper reports 
suggest, however, that in 1982-83 the 
operating loss was Rs 90 million for 
Europe, Rs 75 million for Australia, 
and Rs 55 million for Canada. It also 
made a loss on the United States sector 
(figures unavailable). Meanwhile, the 
company has been making mar- 
ginal profits on the Japan, Africa 





and the Soviet Union-Britain sectors. 

In the Gulf sector, however, traffic 
accounted for 40% of operating re- 
venue and was expected to stay that 
high in 1983-84. In 1981-82 this sector 
contributed Rs 258 million to Air- 
India's operating profit of Rs 342.5 
million. Air-India operates 34 flights a 
week connecting four exit points in 
India with 13 stations in the Gulf, 
while operating 36 flights a week on 
the remaining 19 routes. Air-India 
claims that the yield on the medium- 
haul Gulf route is high, and the break- 
even load factor for the new, fuel-effi- 
cient Airbus is low compared to the 
fuel-guzzling Boeing 707s (which the 
airline has yet to phase out), and Boe- 
ing 747s. Revenues from this route, 
consequently, are large. 

Expensive fares and a large volume 
of traffic have made this sector very 
lucrative. About a dozen airlines ope- 
rate flightstothe Gulf and the fares are 
fixed by the cartel. For instance, the 
2,034-km. Trivandrum-Dubai flight 
(an Air-India monopoly), costs Rs 
3,861 against the Bombay—New York- 
Bombay (25,9777 -km.) excursion fare of 
Rs 10,484. 
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Banking and financial services for 
high achievers 


Ms a profit is the ultimate objective 
of any dynamic businessman. But it is 
not the only one! Personal achievement is 
also a driving force: improving efficiency, 
negotiating a contract, overtaking competi- 
tors, developing new markets, earning the 
confidence of customers. 

Since vou seek personal achievement in 
business, Bank Brussels Lambert can help 
vou by smoothing the way and removing 
many of the obstacles. 


Our international network radiates out of 
Brussels, headquarters of the European 
Common Market, and covers the world's key 
business and financial centers. Consequently, 
we have both the size and locations to handle 
the full range of your commercial needs. Yet 
we are still small enough to be quick, flex- 
ible, responsive and personal. Because we 
know that banking is as much a matter of 
people as it is of money, let us put our 
experience and expertise at vour disposal. 


BBL Banking in New York 


Our office in New York has been upgraded to 
the status of a full branch to provide you with 
first-class banking services. 

For further information, please contact : 

Pierre Heilporn - General Manager 

Bank Brussels Lambert 

630 Fifth Avenue (Rockefeller Centre) 

Suite 2020 - New York, NY 10111 - 0020 

Tel : (212) 489-7000 

lelex : 6801150 





BBL is also present in Spain, Great Britain, Italy, Singapore, Switzerland, France, Australia, Japan, etc... 


Brussels Lambert 


IMPACT-FCB Belgium BBL 399 









THE $40 
MEETING 


EXCELLENCE. 


Westin Hotels’ Philippine 
Plaza, Manila’s premiere 
conference hotel, offers added 
value to your meetings dollar. 


From March 1, 1984 to 
September 30, 1984, Manila’s 
only seaside resort offers a 
special package rate for live-in 
conferences with a minimum 
of 12 rooms used. This 
includes: 


* A special group rate of 
US$40* per night, single or 
double occupancy. 

* One complimentary suite 
for the first 12 rooms used, 
one additional complimen- 
tary suite for every 50 
rooms thereafter. 


* Complimentary use of 
meeting room, audio-visual 
and other meeting equipment 

* Package price of US$14 
(inclusive of tax and service 
charge) per person per day 
for American breakfast, 
morning snack, lunch and 
afternoon snack. 

e 50% discount on health 
club facilities and 20% 
discount on some Executive 
Center services. 

* Other special features such 
as pre-registration and 
welcome drink in the room. 


Manila and the Philippine 
Plaza. An excellent choice for 
your next meeting. 


Y 


Philippine Plaza 


 Manila's finest hotel 
is also a seaside resort. 












ili Dion s. 
Po Prine NE 2 “T Vices s Ma 


J. Box ] Ote] na 
, £ ge 
Manil Ph 146 r 
[ leas E^ "i Pines : 
^ c send m S 
Ce » C P 


Plus 1096 government tax 
and 1096 service charge. 





Subscribe now 


and ensure your copy each week. 


FarEkastern Economic 





JETSPEEDED RATES 
County | 3mons [ @monthe | rem 
Brune 8511000 
China US858.00 
ing USSSR OD 
Indonesia US$52 00 
Japan — 
Malaysia | M$3300 | MS6050 M$110.00 
Nepal US858.00 
Pakistan USS56 00 
Philippines US$49.00 
Singapore 5533 00 S$110.00 
Thailand US$14 50 USSAB.00 
Rest of Asia US$58 00 
North America US$80 00 

SURFACE MAIL RATES 
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US$16.00 US$29.50 
Elsewhere £10.50 £19.00 
A$19 00 A$34 50 


. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Cheque payable to Far Eastern Economic Review enclosed 
To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 


uox ic dan x LOCKS UG 31 
| Please enter my subscription for | 
| O 3months | 
| O 6 months 
C 1 year | 
| .] Please include the Yearbook at extra | 
| US$19.95/HK$150. For airmail delivery, 
please add: USS$6/HK$45 | 
| Payment of ts enclosed | 
| Name | 
E | 
| Country Zip Code | 
| [1 Jetspeeded O Surface mail | 
| | 
| 
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these. men out of work. 


^! POACHING SHERMAN 


inal 
b otted easily in marg 
P weather thanks to 


sophisticated airborn radar. 


HE Nomad Searchmaster 
is a unique and proven 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 

coastal surveillance. 

The range includes the 
Searchmaster ‘Lima with chin- 
mounted radome equipped 
with 360° Litton search radar. 

'Sublima' with nose- 
mounted 240° radar or ‘Bravo 
with forward-looking 120? 
Bendix larget radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore 
resources, control of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 


5 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircraft's operation. 

E xamine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad 

genealogy. q 

Features like low service 
and maintenance costs, 
unsurpassed crew vision and 


resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 
3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 


ILLEGAL Pon cna NT 


Illicit 
Presence of 
detected from 5* 
urface shipping 
rected to Intercept. 


~ 


comfort, real low- 
speed manoeuvrability "az 
and outstanding 
STOL capability. 
Searchmaster 
comes with full 
technical and spare-parts 
back-up through the wide 


E. 
e 


M NOMAD 


SEARCHMASTER 


SEE US AT THE ASIAN AEROSPACE EXHIBITION, STAND 546, SINGAPORE CHANGI AIRPORT 18-22 JANUARY 1984. 
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Being selected to compete in the Olympic Games takes The EM-200 with its 16 character display and 8K memory 
years of hard work and training, The same can be said allows storing text and phrases, and detection and correction 
for being designated by the Los Angeles Olympic of errors before they're printed. The correction memory on 
Committee as their official typewriter. Through many both the EM-200 and EM-100 permits automatic correction 
long years of making typewriters, Brother has gained of the previous 500 characters. Press a button and you are 
the experience and reputation for quality automatically relocated to the position that 
that are necessary to produce a Oficial Typewriter of the Los Angeles 1964 Olympic Games VOU started from. But what really puts our 


machine sophisticated enough to —— — EM series ahead of the competition is its 
gain such acceptance. == = reliability through many years of use. All 
The forerunner among electronic -Z eer typewriters wearing the Brother EM symbol 
typewriters, EM series machines employ ——LRERNREP a are winners of one of the most severe testing 
an ultra-light-touch keyboard that will — sl courses ever devised for office machines. 
allow typists to type at record-breaking arce aee | By producing the “Official Typewriter of 
speed. They wont be tripped up by — — ~  theLos Angeles 1984 Olympic Games", 
typeface or ribbon changes either, for | the efficiency experts at Brother have 
Brothers cassette-enclosed daisy wheel again shown their sophistication in 

and ribbons slip in cleanly and effortlessly. high-quality office machines. 


Who makes good things. makes good Friends 


For more information contact 

Taiwan: Tomson Trading Co., Lid àl Sec | Pa Teh Road 

Taipes Tel 3412414. 3411437 

Korea: Brother Commercial Co. Lid. Room No 901 

KAL Building No 118 2-Ka Namdaemoon-Ro. Chung Ku. Seoul 
Tel. 732.0305 





Hong Kong: Cheung Tai Hong Lid 51.58 Des Vorus Road W 
IF Hong Kong Tel 5.388181]. 5.476807 


R) 
* = a f hilappenes: Still-on Marketing Corporation 
Southwest Center South Superhighway Corner, Makiling Street 
ronic ice I ers Makah Metro. Manda Tel 861-295. 879.172. 888 1139 
Malaysia: Mahesh: 


ysia: wary Sendirian Berhad 
No 18-1. Lorong Yap Hin OW Jalan Pasar. Pudu Kuala Lumpur Tel 43&2& 
Thailand: Central Trading Co., Lid. 306 Slam Road 
Bangkok Tel 21560309 
Indonesia: Toke Eka Jaya Glodok Maru Blok C Ne 93 
Hayam Wuruk lakarta-kota Tel 2253122519 


Brother Industries, Ltd. nagoya. Japan New Zealand: Brother Distributors Lad. PO Box 2060 


B5 Tuam Street Christchurch Tel 64-888 
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Announcing The All New 25th Edition 


= We give you Asia, 
minus the mystery, 
minus the myth: 












Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 95th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 


Features 

The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 

The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
and social and cultural landmarks. Each section has 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for 


Name 


AORERE MC Tie 


Asia 1984 Yearbook (Soft Cover) 
Price: HK$150/US$19.95/£ 13.00/M/S$42.50 each 


No. of copies L] by surface CJ by airmail" 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£15.90/M/S$50.00 each 

No. of copies LJ by surface [] by airmail’ 
"For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 per 
copy 
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ts leave home 


tofly for Air Niugini. 


It doesn’t take 
visitors long 

to find out 

why Air Niugini 
employs over a — * 
Because Papua New Guinea is 
such an incredibly mountainous 
country, flying is often the only 
way to get around, and the 
national airline covers a stagger- 
ing schedule of domestic flights as 
well as international ones. 

Only about 2096 of Air Niugini’ 
pilots fly on international routes- 
and then only after logging four 
to five years flying in PNG! 


H 
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— 20 ports at home, 
AA PEE. — IO overseas 
ia ie : UPC adde! E | Whether you're 


TEN e 


| xs —— travelling for 
Relax. You're with experts. 

When you consider that Air 
Niugini hires only experienced 
pilots, and that every single one 
of them serves several years on 
the domestic network before 
becoming eligible for promotion 
to international routes, it5 hardly 
surprising that Air Niugini’ 
Boeing pilots are regarded as some 
of the world’s most experienced 
flyers. Each of them has logged 





business or pleasure, Air Niugini 


between 9,000 and 14,000 flying | can fly you to Papua New Guinea 

hours. and show you around. For 
further information contact 

We can afford to be your Travel 

choosy Agent or nearest 

Papua New Guinea has Air Niugini 

always held a special Sales Office. 

fascination for flyers, 

and jobs with the Hong Kong 





Eugene Zau 5-242151 
Singapore Tan Soon Heng 250 4868 
Manila Howard Lahari 864713 


AIR NIUGIN 


THE NATIONAL AIRLINE OF PAPLIA NEW GUINEA 


national airline are 
keenly sought by pilots 
who have already gained 
commercial experience in 
Australia, New Zealand and 


the UK. 
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| of sectors for portfolio in- 
vestment, or the most comprehensi- 
ble for that matter, and tends to re- 
main the preserve of specialists. So 
stockbroker Hoare Govett's recently 
published research book on Hong- 
kong shipping makes interesting 
reading, not only because shipping 
companies offer floating assets in the 
politically uncertain territory but, 
more important, because of the con- 
trasting views now being taken by 
major owners. 

The broker sides firmly with the 
pessimists, who still see no sign of any 
prolonged upswing. Indeed, the ques- 
tion is asked if the key bulk-carrier 
market faces not only a cyclical 
downturn but a major structural im- 
balance, as experienced by the 


oil-tanker market over the past de- 


cade. 


This bearish picture certainly con- 


flicts with the upbeat posture cur- 


rently adopted by the Chao family of. 


Wah Kwong Shipping, Hongkong's 

third-largest owner. This is clearly 
not unconnected with the Chaos' 
efforts to float HK$225 million 
(US$28.8 million) of assets into a 
proposed new public company to be 
called Venture Lines. First conceived 
as a placement, this was 





of a guarded institutional reaction. 

^ Even now, there remain doubts 
over | whether the exercise will go 
ahead at all given current stockmar- 
ket weakness and investors’ evident 
lack of enthusiasm — the proposed 
price/earnings ratio is around seven 
times greater than that at which Wah 
Kwong itself is currently trading. 


‘Sceptics naturally ask why, if the | 
Chaos are so confident, they are plan-. 


ning to float off more assets from 
their privateside. Theair of optimism 
statement, 


end announcing. Wah 


EKwong's net earnings up 3.8% to 


HK$163 million, though adding that 
full recovery was still a "couple of 
years" away. In the meantime, Wah 
Kwong has been busy ordering in 
anticipation of an upturn in rates — 


average spot rates are typically 50% | 


lower than current charter rates. 

The company took delivery of six 
new vessels in the 15-month period to 
the end of March and six more are 
now being built for delivery between 
late 1984 and 1986. That programme 
should retain the fleet's total size at 
more than 3 million dwt after allow- 
ing for the sale of old vessels. This 
marks a heavy commitment — Hoare 
Govett estimates this building will 





pce ebippisgi is not the sexiest 


then. 
changed to a general offer in the light 


| is a pillar of caution. Not forese 


recovery -in the immediate- 
| ahead, World has been. busy sellin: 
vessels when charters expire. The 


— of pre- “arranging five-year 
charters with prime names, resulting 
in guaranteed income and few de- 
faults. 

Hoare Govett estimates that 8576 
of total income is still covered by time 
charters considerably above current 
spot rates and that, on average, most 
charters have three years to run. 


= — The acid test will come in 
AN UN 1986 and 1987 when char- 
ter expiries will mean that less than 





-50% of the fleet is protected, though | 


by that time the outstanding debt on 
these vessels will have fallen to 
around 30% as against the original 
gearing of 80% at the time of pur- 


chase. This is crucial, as Hongkong. 


owners are renowned for their suc- 
cess in. spreading out debt through 
continued ordering — 


sales above the line. 


Also, most Hongkong owners are 
still not prepared to order specula-. 
tively — without pre-arranging char- 
It was. that practice which. 
caught so many owners, most notably | 


ters. 


among the Hongkong fleet Wheelock 


Maritime, during the great bülk-car- | 
rier ordering boom, when the hope 


was that coal would increasingly re- 
place oil in the wake of the second 
(1979) oil shock. 
By Chao standards, Hongkong's 
World International, the publich 
listed vehicle of Hongkong’s: best- 
known shipowner, Sir Yue-kong 









operating fleet fell from 6.2 million 
dwt to 4.3 million dwt during the 12- 


| months ended July 1983 and there 
was maintained in the annual year- | 


have been further sales since. | 

Time was when the conventional 
wisdom among analysts was that 
Pao's World-Wide group — the pub- 
lic side only reflects a portion of most 
Hongkong owners' shipping assets — 
and Pao were heavily geared and 
faced lean times ahead with the de- 
cline of the old shikumisen agree- 
ments with the Japanese, on which | 
Pao built his empire. These charters 
were arranged for the life of a ship, 
assuring Paó of guaranteed ear nings 
and no exposure to spot rates. But 
now World is the least geared among 


| major Hongkong owners, by a consi- 


derable margin. | 

(The Tungs' Orient Overseas Hold- 
ings remains^highly geared despite 
the HK$1.3 billion pena of 





a practice 
helped by treating profits from ship: 


| parative ely str ong posu on. 


| shipping, property and insuranc , F 
‘sets in December 1982, | 


.near-extinct relic of the Carrivan. de- 


largely sheltered from the F longkor 


| factor. 


argues that residual Worl d- Wide a: 


ds described as “not just ified.” 


"and the relatively bright mediun 
‘term prospects for Whiarf — wh 
has much more room for manoew 
othan most Hongkong pr operty c 








tanker market. Hoare Govett esti 




































































an ex 
which inereased the share capi'ta 
93%, substantially reducing retu 
on equity, while Grand Marire 


bacle.) | 
Hoare  Govett estimates tha 
World's. net debt by March th is veal 
was down to HK$1.6 billion or 42% ¢ 
shareholders’ funds, as agains 
HK$2.7 billion at March 19132. Thi 
does not include World's 45% st 
in associate property compan y Hon 
kong and.Kowloon Wharf, ‘with n 
cash holdings of more than HK$2t 
million. A conservatively ru n inv 
ment company, Wharf has — 


property .crash, while in. shippi 
most of World's fleet is cu rrently 
charter. That figure will hiave dro 
ped to about 66% by 1986, but 
terest costs will also be falling in vie 
of the shrinking fleet, another bullis 


Stripping out Wharf, Hoare Gov | 


sets have a market value of HK$8 
million, as against a H'K$2 billion 
book value, a discount of 60% wh 


combined with falling interest co 


cerns — explains the group's co 


i | Industry- wide the wor 
hit area is bulk carrier » 
[3m ar an estimated current 20% ex 
 €ess capacity. 

The figures are not as bleak in th 


mates a total tanker fleet of 298 mil 
lion dwt with about 57 million dwtc 
that laid up, some of which will no 
trade again. Present excess capacit 
is put at around 10-11%, with the 
rate of deletions from active service 
at around 3-4% a a year, allowing for a 
potential balance in hr ee to four 
years. 

On the demand side of the equation 
there is also scant reason for op- 
timism. For bulk carriers the key 
components are iron ore, coal and = 
steel, which account for around 20% 
of the world’s seaborne trade and 
more than 70% of bulk-carrier move- 
ments. In the steel industry alone, 
there will be a substantial improve- 
ment this year, though it would need. 
| to be of theorder of a 13% increase in 
output to restore production to 1979 
levels. 
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Indon esia performed well in 1983, against the international 


By Sus:umu Awanohara in Jakarta 


T year's World Bank annual re- 
port on the Indonesian economy 
highlights some remarkable achieve- 


- ments m ade in 1983: higher growth in 
- gross domestic product; lower infla- 


tion, and a deficit in the balance-of- 
payments’ current account smaller 


— than most expectations. 


But the report emphasises that dif- 
ficult times are by no means over. Par- 
ticular stress is laid on the need to re- 
strain capital-goods imports and re- 
duce the inaport content of investment 
projects for  balance-of-payments 


— reasons. Increasing the labour-inten- 





sity of new projects is advocated, to 
create employment. 

After a systematic analysis of what 
additional measures are needed to re- 


- duce further the economy's depen- 


dence on oil, the report (as usual) ap- 
peals for generous contributions from 
donor governments and institutions 
belonging to the aid group, the Inter- 


Governmental] Group on Indonesia 


(IGGI), which: will meet in the Nether- 
lands in early June. 
Providing one of the most com- 


prehensive regular assessments of the 
‘Indonesian economy and having an 


impact on the <imount of aid the coun- 
try receives each year, the World Bank 
report is much sought after by In- 


-— donesia watchers. But, because it is 
— leaked to the press and other interested 


parties as soon as it is distributed to the 
IGGI embassies in Jakarta, the report 
has come to be considered an open, 
rather than a confidential, document. 
One result, according to critics, is that 
the report has become too polite. Criti- 
cisms of government policy are made 
obliquely, if they appear at all: more 
often these are con veyed to the govern- 
ment through channels other than the 
report. 

Some even argue that the World 
Bank has become too close to In- 
donesia, its second- largest client, and 
shows a built-in bias towards op- 
timism. By and large, this year's report 
tends to dispel such concerns. It is 
mindful of Indonesia\'’s own aspirations 
and points out that the country still has 
a long way to go. 

The report says real GDP growth in 
1983 was about 4.5% in 1981 prices, 
compared to about zero growth in 
1982. The 1983 GDP growth figure is 
better than the governrnent estimate of 
slightly more than 3%, calculated in 
1973 prices, though for 1982 the offi- 
cial government figure of 2.25% was 
higher than the bank estimate. 

The gap between government and 
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— trend, but the World Bank says that hard times are not over 


World Bank figures is explained by the 
fact that the 1981 index subsumes à 
bigger oil sector than the 1973 index: 
the ups and downs of the oil sector are 
reflected more strongly — as they 
should be — if the 1981 index is used. 
Thus the 4.5% recovery of the GDP 
growth rate was based largely on a re- 
bound in oil and gas production. Appa- 
rently the bank and the International 
Monetary Fund feel it is a good oppor- 
tunity for the government to begin 
using the more up-to-date 1981 prices: 
conveniently, 4.5% is relatively close 
to the 5% annual GDP growth target 
set for the fourth five-year plan (1984- 
85-1988-89). 

A more substantive piece of good 
news is that, according to the bank, the 





current-account deficit for 1983-84, 
which ended on 31 March, was as small 
as US$4 2 billion, or about 6% of gross 


national product, compared with 
US$7.3 billion (8.4% of GNP) in the 
previous fiscal year. The estimate of 
the 1983-84 current-account deficit 
has been reduced progressively from 
around US$6.5 billion in mid-1983, 
after all of the major emergency mea- 
sures (notably devaluation and re- 
phasing of public-sector projects), 
have been introduced. 


M5 recently, the government reduc- 
ed the estimate from US$5.1 billion 
to US$4.7 billion in late March, when 
finalising the just-started fourth plan. 


LA good exports performance and 


slower-than-expected imports both 
contributed to the narrowing of the 
deficit — which is still, however, un- 
comfortably large. 
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resulted from the banking reforms of 
June, freeing state-bank interest rates 
and lifting sectoral credit ceilings, led 
to a reflow of money into the banking 
system, the report says. Consequently, 
Indonesia's net foreign-exchange re- 
serves (including those held by com- 
mercial banks) rose by about US$2 bil- 
lion to US$8.4 billion at end 1983-84. 
Inflation was remarkably low consid- 
ering the eost-push shocks to the econ- 
omy coming from the devaluation as 
well as increases in domestic oil prices. 
The consumer-price index of 17 major 
cities rose 12% in 1983 against the pre- 
vious year's 10%. 
. The World Bank as well as interna- 
tional bankers were critical of the 
draft five-year plan as anhounced in 
January in that it envisaged a current- 
account deficit of nearly US$5 billion 
for five consecutive years in order to 
attain the 5% annual GDP growth 
target. This was considered unsound 
planning. Many felt that efforts must 
be made to reduce the deficit even at 
the cost of lowering the overall growth 
target. 

Some government economists 
explained privately, however, that the 

ficit in the draft plan had been 
exaggerated partly out of prudence but 
partly also because they had to fight 
off pressures from spendthrift minis- 
tries wanting to resume delayed or 
frozen projects. 





believe the 5% GDP growth target 
cam be attained with a cumulative cur- 
rent-account deficit which is smaller 
than that envisaged in the draft plan, 
provided that resolute efforts are made 
to identify and undertake projects with 
a low import content and high labour 
intensity (REVIEW, 26 Apr.). This view 
is elaborated on in the bank report. 
The bank is of the view that aggre- 
gate demand should be boosted mainly 
through stimulation of domestic con- 
sumer demand. Investment demand 
cannot be expected to lead a recovery 
and in any case should be watched 


closely in case it creates new pressures ' 


on the balance of payments. The report 
admits there may be a heed for expan- 
sionary monetary policy and foreign- 
debt financed government projects 
which would facilitate broad-based 
recovery and expand. job oppor- 
tunities. 

The recommended projects include 
housing and local-level construction 
projects which typically are labour-in- 


tensive and with high domestic con- . . 
Given foreign-exchange con- ` 


tent. 
straints, the bank report fives priority 
to the importation of industrial raw 
materials apd intermediate goods 
rather than to capital-goods imports. 
The report calls for continued fiscal 
discipline and careful scrutiny. of pro- 
jects. 

The bank's assessment of govern- 
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Australia’s 


world bank. 








Ask Westpac about foreign 


exchange. 

For profitable business 
today, information about 
money is every bit as 
important as money itself. 

This is —— true 
of the rapidly changing foreign 
exchange market. 

or the chief executive or 
company treasurer, the right 
Strategic advice can be as 
critical as his company's 
total effort to produce 
and market its products. 

At Westpac we've 
put together top teams 
in the key foreign 








action. 
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services group, with assets 
in excess of A$34 billion. 
We're Australia's world 
bank, with offices in 20 
countries constantly 
monitoring economic trends, 
market movements and 
currency fluctuations, which 
means Westpac is well placed to 
help you if you are investing in 


New Zealand. 

If it's anything to 
do with foreign ex- 
change. Ring Westpac 

today. 

We want to be 

your bank for foreign 


exchange trading centres market. exchange. 

throughout Asia and the Pacific. 5o get in touch with our ong Kong, Robert Toone 
We will give you forex information bank’ — 213 236/8; Singapore, Hugh 

consistently valuable advice on ^ Westpac's professional foreign — 223 2147/8; Tokyo, John 

foreign exchange dealing. exchange network. Salamonsen (03) 501 4101/4; 


We can tailor a foreign 
exchange service to suit your 
company's needs, whether it be 
in the hedging market, spot, or 
forward exchange, Euro currency 
funding, funds management 
advice, foreign currency 
denominated accounts, or on 
working the international money 
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team that calls on 
experience and today's 
technology, including advanced 
satellite communications which 
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Manila, John Lewis (02) 815 8291: 
Jakarta, Paul Milton 353758; 
Beijing, Geoff Tredinnick 595 261 
Ext 100; Seoul, Graeme Stewart 


link our offices in the world's 3131145/ 6. 
major financial centres. 
Westpac is Australia's 
oldest, largest and most Westpac 
experienced banking and financial Australias world bank. 
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cts than it did in the previou f 
year plan, it is also spending. larg 
amounts on power generation, indu 


tensive and import-intensive sectors. 
These three sectors may pre-empt an 
unduly large share of the limited capi- 








«Says. 
-. The report touches on the need for 
tion, pointing in particular to frequent 


important part in economic develop- 
ment, allowing it to take a longer-term 


TAKEOVERS. 


By Lincoln Kaye in Singapore 





officer of the Private Investment Corp. 
for Asia (Pica) a development- 
oriented venture-capital group whose 














corporate shareholders faces a US$20 
million takeover offer by Australia’s 
Elders IXL. But “Pica remains as com- 
mitted as ever to the region and to 
development finance," says Yasuda. 

. Nevertheless, the group has been 
shifting steadily away from its princi- 




















short-term loans have come increas- 





.end of 1983, short-term loans out- 





equity investments plus equity-linked 
credits of US$79 million. 

. Ironically, though the shift from 
equity investment to lending was made 

end it was Pica's loan portfolio that 


out: last year's Philippine moratorium 


ner.’ 





local foreigner.” Such a claim: woul 
sound strange coming from Elders — a 


try and mining — the most capital-in-- Js 
: a. oe ne d basis, There 


tal goods available for the public sec-. 
tor, at the expense of other sectors such | and way 
as agriculture, education, health and.| ture, 

regional development, the World Bank |. 


"improvement in project implementa- ES 


delays. It stresses the need to encour- | 2 
age the private sector to play a more 





A em o venture-capital group turns 
to an Australian company for rescue . 


t’s the end of a chapter for us,” admit- 
ted Makoto Yasuda, chief operating | 


240-member consortium of blue-chip | 


pal equity-investment mandate to a 
more conventional commercial-bank- | gr 98d 
ing role. In its 16 years of operation, | ov 


- ingly to dominate Pica's assets. At the * 


standing were US$131 million against | r 


in the name of risk avoidance, in the 
forced it to turn to Elders for a bail- | 


on debt principal repayments so dam- : 
aged liquidity that Pica’s board had no - 
choice but to seek a "responsible part- | 


Pica cites its "neutrality and inter- 7 
nationalism [and] comprehension. of . 
Asian business methods” as equipping 

it in all of its activities to be the —— 


burgeoning, rough-hewn business em- | i 
pire that has rapidly consolidated on- iN 










Theg gov 3 
tarted a major RE ON dis on 


ha ik af Hone 1 that. ——— the 


















public sector — — are investi- 
uh a 


























deed px broaden the tax pp his | 
simplify the tax structure and admin- 
istration. The success of the tax reform 












| siderable siondpoly p power in its à tind | 
tional Australian pastoral and. agra- 
rian bases while expanding into fi- 
 nance and international trade. . 
A Singapore banker commented: 5 
“It’s one thing for a little. Asian start- 










up company to enter into an equity 
partnership with an outfit like Pica, | 
but it's something else again to wake 
up and find yourself in bed with John 
Elliott [Elders' vigorous and autocra- 
ipanaging.. dir | 
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nd Singa- 
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> Anes elim US$231 million (in- 

| cluding cash), the residue of strenuous 

pruning over the past three years, dur- 

ing the tenure of Pica's current presi- 

. dent, Sir Anthony Hayward. Of this, 
however, US$43.5. million às. locked 
away inthe Philippines. ` 

> o million worth hof guarantees 

























ve JE 
Asean countries plus Taiwan, South 
Korea and Japan. |. > . 

» Assorted licences, incluc | ding Asian : 
| Currency Unit and merchant-bank 
status in Singapore, offshore business 
development companies in Japan and 
| Thailand, a 45% stake in a rouse 






























fined Asia-Pacific region, 
developed as well as developing coun- 





ont oil nd fertiliser — — “will r re- 





; | strain government. expenditure and 


generate funds for other, more produc- 
tive, purposes. In a suggestive passage, 
the report says: “If domestic oil prices 
rise on average by 5% a year in real 
terms . . . the oil-price subsidy [1.396 of 
GDP in 1983-84] can be virtual 


| eliminated by 1990." 


The end of subsidies for public en- 
terprises is also called for and hence 
the scope for increasing profits and re- 


| tained earnings (through cost reduc- 


tion and increased prices), as well as 


LE additional debt financing of these 


enterprises in the market. While the re- 
port feels some relief (for an example, 
an interest-rate subsidy) may be neces- 












proval to transfer. these licences to El- 
ders' control is by i0 means a foregone 
conclusion. _ a 
> A list of present and former clients 
that include some of the region’s:most 
promising | young corporations. Pica 
claims its equity involvement in these 
firms has lled a level of customer 
loyalty that few banks can claim. But 











| outsiders suggest that Pica's abrupt 


withdrawal of support from some com- 
panies in recent asset-trimming exer- 
cises may hà re sparked equally intense 
resentment. 

> A professional. staff of 45 (cut from 
65 a year ago in a consolidation of re- 
gional headquarters). The network is 
manned by 17 calling officers and four 
vice-presidents with regional respon- 
sibilities. The headquarters staff num- 
bers 24 professionals. 

Buying a ready-made financial pre- 
sence in Asia makes sense in the light 
of Elders’ trading and finance ambi- 
tions in the region. Yasuda suggests 


that the new parent company may ex- 


tend Pica’s scope to a more broadly de- 
including 


tries. That translates into a heightened 
role in Tokyo (in anticipation of the 
eventual establishment of offshore 
banking facilities there) and in Austra- 
lia. Elders’ Melbourne-based finance 
group currently inclüdes a merchant 
bank, as well as investment-manage- 
ment, property-finance and leasing 
companies. 


| Sia; sources — that Elders 


harbours. dong-term- ambitions to 


of its own agrarian ‘and. — pro- 


. ducts from the government boards that: 


now exclusively sell.such produce 


abroad. Financing capacity would be. 


an essential ingredient. | 
Pica set out in the late 1960s to offer 

an alternative to. government. aid and 

lending. from. agencies. th 
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S terest rate s,itisu ti n e an 
ending all subsidies and calls for pro- 
jects which are economically and fi- 
nancially viable at market interest 
rates. This may be considered an ex- 
treme view but it is a healthy antidote 
to the hitherto common notion here 
that companies which provide essen- 
tial public services need not worry 
about profits. 


mo is little doubt that trade-po- 
licy reforms towards greater export 
orientation are the major remaining 
policy challenge, the report says. In the 
medium term, a roll-back of existing — 
and worsening — import restrictions, 
gradual reduction of and greater uni- 
formity in tariff levels, adjustment as- 
sistance to industries affected by im- 
port competition and legislation to 
stop dumping by foreigners in the local 


ely in favour of | these will not come e 


2 
tt 
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asilv. 
The report estimates that In- 
donesia's foreign-exchange require- 
ment for the three years 1984-85 to 
1986-87 will be US$18.3 billion and 
that the country will need to obtain 
new loan commitments of about 
US$4.5 billion a year over the period. It 
recommends that IGGI members com- 
mit at least US$2.4 billion each year, 
and that the government should aim to 
reduce import-related (semi-conces- 
sional) credits to US$1.2 billion, leav- 
ing commercial borrowing of about 
US$1 billion, which is about half what 
the government borrowed in 1983-84. 
The debt-service ratio, based on net 
exports, would rise from an estimated 
23% in 1983 to about 28% in 1985 and 
then gradually decline to about 2396 by 
the end of the decade. With private 
medium- and long-term external debt 
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ncluded, the a 0, bas d Y n gross ox 
orts, would average about 22% dur- - 
ing 1985-88 and decline to 20% in — 
1990. The report insists that In- - 
donesia's overall debt structure re- 
mains sound and that the projected - 
debt service payments are "not exces- 
sive" judged by international stand- 
ards. 4 
"With a continued prudent borrow- 

ing policy, maintenance of a comforta- — 
ble level of external reserves to guard _ 
against temporary strains on liquidity, _ 
Indonesia should be able to retain its 
present high standing in international 
capital markets,” the report says. The 
discipline in investment projects is a 
key factor and it is not yet clear whe- 
ther the government can maintain it, or | 
whether donor governments and in- - 
stitutions would cooperate in channel- _ 
ling more funds to labour-absorbing - 
projects with low import content. p 
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ment Bank, to provide “a privately 
sponsored non-political development- 
finance institution [to] promote the 
growth of private-sector enterprises in 
Asia." Each shareholder was limited to 
40 of the US$5,000 par-value shares to 
keep the ownership broadly based. 

Pooled risk was the only sort of risk 
they were prepared to take in the re- 
gion, but many of the United States, 
Japanese and European banks among 
the charter members now have a pre- 
sence in the region that dwarfs Pica's, 
and are disinclined to bankroll what 
they see as a competitor. As a result, 
Pica's repeated requests for increased 
capital subscriptions have been re- 
peatedly rebuffed. New shareholders 
— increasingly from Asia — have 
taken up some of the slack, but capital 
expansion has suffered. 

Since Pica has limited its participa- 
tion in equity assets to a maximum of 
80% of its share capital, the consor- 
tium has been left with no avenue of 
asset expansion except to issue loans, 
Loss provisions against operational 
(equity-linked) loans have been stead- 
ily mounting and the portfolio (net of 
provisions) stood at a six-year low of 
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US$36.3 million at the 
end of 1983. 

Meanwhile, an increas- 
ing proportion of assets 
has shifted into commer- 
cial credit of ever-shor- 
tening maturity. Of the 
US$167.3 million-worth 
of loans at the end of 
1983, US$72.2 million 
was due within a vear. 
Only US$2.8 million of 
new operational loans 
was booked in 1983, 
against US$68 million 
in commercial credits, 
US$18 million in syndi- 
cated loans and US$26 
million in guarantees. 
The liabilities to fund 
these loans were of even 
shorter term than the assets. Money- 
market borrowings accounted for 82% 
of Pica's total US$160 million bank 
borrowings at the end of 1983. 


hese funding trends and the result- 

ing vitiation of Pica's direct-invest- 
ment commitment prompted the board 
to commission a strategic study by 
New York merchant bankers Lazard 
Freres. The report recommended a 
streamlining of Pica's ownership and a 
shift back towards equity assets. But 
before there was time for an orderly 
implementation of these plans, the 
Philippine moratorium brought mat- 
ters to a head. The Philippine assets, 
Pica maintains, are still sound credit 
risks, but Manila's blanket 
moratorium on principal repayments 
took its toll on Pica's overall funding 
ability. 

Even dipping intermittently into its 
US$35 million-worth of standby re- 
volving-credit lines, Pica has had to 
cut back its loan portfolio by an esti- 
mated 10% so far this year. By Feb- 
ruary, Lazard started scouting out po- 
tential suitors. A former Pica presi- 
dent, Peter Wodtke, introduced Elders. 


The Australian group's US$20 million _ 
cash-offer figure amounts to only 
US$2,014 a share — a 60% discount 
from par (or a 53% discount from 
shareholders' cash contribution after 
allowing for bonus issues) Pica 
sources admit that this is not far short 
of a value-in-liquidation. Netting out  - 
the US$56 million-worth of Philippine — 
exposure — including US$40 million _ 
in loans, US$3.5 million in equity and  - 
the guarantees — from the group's as- 
sets of US$231 million leaves just 
enough to cover liabilities of US$165 
million plus about 15% of Picas ` 
US$65 million in shareholders’ funds. — 
Evaluation of the Philippine assets de- 
pends on assumptions about the debt 
moratorium and interest rates. Mean- . 
while, Yasuda maintains that once | 
through its cash crunch, Pica is very — 
much a going concern. | 

The newer, Asian entrants to the - 
consortium might feel badly stung. The 
US$200,000 could prove more of a con- 
sideration to them than to the big 
Western and Japanese blue chips, par- 
ticularly since some of them had to re- 
quisition scarce governrnent-control- 
led foreign exchange to make the in- 
vestment. 

And some of the shareholders could 
balk at being presented a fait accompli 
without any prior consultation. To be 
accepted, the Elders offer needs to 
carry 75% of the voting shares at an 11 
June meeting in Singapore. 

What is finally expected to carry the 
day is Elders’ willingness to back up 
Pica's outstanding debt — something. 
the consortium members (who include 
all of Pica's bankers) have consistently 
declined to do. Consolidating US$160 
million-worth of a subsidiary's bank 
debt into one's balance-sheet at a 
stroke is no mean feat even for Elders, 
especially in light of the A$800 million 
(US$743 million) the group is still out 
of pocket in its stalledi takeover bid for 
Carlton United Brew eries (REVIEW, 15 
Mar.). Oo 
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THE SOVIET OCCUPATION OF 


AFGHANISTAN 
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A moving account of a proud nation's struggle 
and a penetrating study of Soviet intentions 
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On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 
squad” gunned down the country’s communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan’s bloody history spelled the 
beginning of Moscow’s “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neigh bouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besie:ged regime it had installed, not 
become e mbroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 






Only 
US$9.95/ 
HK$79.00 








Don't miss this best 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 





— 





To: Publications Division, 
Far Eastern Economic Review, 
G. P. O. Box 160, 
Hong Kong 


Yes! Please send copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95/ 
HK$79.00 each (surface postage inclusive). For air- 
mail delivery please add US$2.00/HK $16.00. 
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Address 


R0517 SOA 
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Hongkong's deposit-taking commission is criticised by 


a judge for failing to protect depositors’ interests 


By Teresa Ma in Hongkong 
Ehe Hongkong Government may face 
a rash of legal suits from aggrieved 
depositors with failed deposit-taking 
companies (DTCs). The first of such ac- 
tions seemed likely to be launched fol- 
lowing outspoken criticism by a judge 


of the performance of the Office of the 


Commissioner for  Deposit-Taking 


Companies, which is supposed to pro- 
vide "prudential supervision" of such 


institutions. l 
Justice Macdougall said the office 
failed to provide proper scrutiny of the 
licence application and operation of 


a now-collapsed deposit-taking firm. - 


His remarks were made .in sentencing 
two directors of the defunct Current 


Finance Ltd for fraud involving 
HK$20.15 million (US$2.58 million). — 


The judge's comments pàved the way 
for a group of 60 Current Finance de- 
positors to pursue legal action against 


the Hongkong Government in an effort. 


to recover their loss. | 
Cheung Long-chung, 35, was con- 
victed on 14 counts of falsifying ac- 


counting records and his wife, Maria’ 


Poon Siu-fun, 26, was found guilty of 
eight of the charges. Cheung was sen- 


tenced to seven years' imprisonment - 
while Poon was given a suspended sen- - 


tence of two years. 

.—. Macdougall said: "I should not allow 
this occasion to pass without expres- 
sing my surprise concerning the Office 
of the Commissioner for D'TCs that it 
did not exercise greater care in vetting 


the application of Current Finance for | 





gistration as.a DTC." He cited two 
instances of neglect by the DTC com- 
missioner's office: prior to Current Fi- 
nance's registration as a DTC, the 
Commissioner for Securities had re- 
. vealed that Cheung had violated the 
law in regard to gold dealings. After 
the registration, "the Office of the Com- 
missioner for DTCs had failed to take 
more positive action as a consequence 


of the irregularities that came to light 
during the company's business ac- | 


tivities as a DTC," said Macdougall. He 
added that he hoped action has been or 
will be undertaken by the DTC com- 
missioner's office to tighten up the re- 
gistration procedure for DTCs. 


Current Finance was set up in 1980 | 


as part of the CBG group of companies 
and obtained its DTC licence in March 
1981. Financial troubles surfaced in 
mid-1982 and after less than two years 
in business, its licence was revoked on 
16 February 1983. The demise of Cur- 
rent Finance came at a time when a 
series of other DTCs were discovered 
to. be on the.verge of collapse and had 





pended. 
Current Finance's books, at year- 
end 1981, showed that more than 25% 


had their licences revoked or sus- 










million wereloansto the company's di- 
rectors. While the directors' loans out 









tomers’ deposits, 
HK$18.5 million (Review, 3 Mar, '83). 


amounted to 46% of the company's 
| paid-up capital and reserves when the 
DTC Ordinance stated that the ratio 










also told that Cheung and Poon had 
used Current Finance as a personal fi- 
j mance vehicle. They lent HK$20.15 


Soriano firms 
Two members of the 
based Soriano conglomerate, Indus- 
trial Textile Manufacturing Co. of the 
Philippines (Itemco) and Paper In- 





| losses in 1983. However, they ex- 

| pressed apprehension about this 
years outlook, citing difficulties 
arising from the present foreign-ex- 
change famine. 

The net loss of Itemco was slashed 
to P2.9 million (US$270,000) from 
the previous year’s P14.9 million, 
while that of Picop was cut to P209.7 

million from P308.2 million. Better 
prices for their respective products 
boosted sales revenues to P39.7 mil- 
.lion from P29.5 million for Itemco 
and to P239.1 million from P199.1 
million for Picop. But Picop's ex- 
panded sales were offset by a rise in 
finance charges to P283 million from 








valuation-related foreign-exchange 

losses to P106 million from P20.3 

million. 
eg oe | 

Cibinong's plunge 

PT Semen Cibinong, Indonesia's only 


| publicly listed cement company, suf- 
fered a dramatic drop in earnings in 


of total loans and advances of HK$17 | 
-| perts suggest that suing a govern e 
s loans out- | for failure to protect the publit isa d 
standing at that date came to HK$4.5 | g 
million, the transactions involved very 
large sums — more than HK$27 mil- | 
lion had. been borrowed and some. 
| HK$23 million repaid. These. gross : 
borrowings by directors exeeeded cus- 
which totalled _ 


| to fail. A successful action by the € 


shall not exceed 10%. The court was 


UT the year ended 31 Oct. 1983. Despi! 


dustries Corp. of the Philippines | 
(Picop), managed to reduce their net - 


P273 million and an escalation in de- ! 


— LEO GONZAGA 









ceive any money. 

Current Finance was only one 
number of DTCs to have failed in t 
past two years, some also in suspicio 
circumstances. Current Finance 
Į one of the smaller failures and 
volved mainly small depositors w 
others, such as Dollar Credit, mi 
owed banks and other DTCs. Legal 






































ficult undertaking. However, as regi 
tration of DTCs was introduced sp 

. fieally to vet them, there may be a 
to answer if the supervisors have b 
negligent and incompetent. 

















The books also revealed that out- | year, 
standing loans to directors at the time |. ti 





























licensed bank coüld not be permit 


, rent Finance creditors would open: 
| way for claims running into hun 
-of millions of dollars should th 
proof of negligence in other cases. 
as that of Dollar Credit. 










9.6% rise in net sales to Rps 57.51 
hon (US$57.5 million), net earni 
dropped by half to Rps 5.2 billion 
Rps 1,459 a share for the year.” 
company's poor performance 
attributed to rising fuel costs += 
major cost component — resul 
| from 1983's oil-price increase. 7 
company also apparentl} suffere 
| foreign-exchange losses as a resul! 
the March 1983 rupiah devaluatiot 
.The company, however, has ma 
tained its quarterly Rps 700-a-shar 
dividend. ad | — MANGGI HAB 


Tyred performance 
Tyre manufacturer PT Goodyear 
donesia has decided not to pay a 
dividends from its 1983 earnings. H 
by rising fuel costs stemming fre 
. 1983's January oil-price inerease 
soaring prices on imported input 
owing to the March 1983 devaluati 
of the rupiah and the depressed vehi 
cle market, which has kept ty 
prices from rising, the company sul 
fered a Rps 691 million (US$691,00( 
loss for the year ended Dec. 198; 
Operating and non-operating cost 
jumped by 23% to Rps 4.5 billion 
overtaking the meagre 2.7% growt 
in net sales (to Rps 44.8 billion). 
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Zealand were the only gainers. 


)KYO: The market was fairly calm in a holi- 


_day-shortened period. Turnover rose during the 
intermittent trading days and prices generally 

- gained strength. Speculative margin buying con- 
centrated on certain metals and chemicals issues 

including Sumitomo Metal Mining and Mitsui 
Toatsu. On the first day of the period the market 
fell in reaction to selling on Wall Street. The 

| yen's weakening did not appear to have influ- 
enced market sentiment. The Nikkei-Dow Jones 
Average subsequently closed at 11,158.96, up 
about 140 points on the period. 


p 
AUSTRALIA: The Australian All-Ordinaries 


Index shot up to a near three-month high at 767.5 
on 3 May on the back of a wave of overseas buy- 
ing led by United States investors. Oil and gas 
were the main beneficiaries of this surge — 
Woodside Petroleum was the highlight register- 
ing the biggest turnover among counters. Overall 
volume rose substantially on the period. The bul- 
lish sentiment later gave way to selling pressure 
jin the wake of predictions by a notable US 


. economist, Henry Kaufman, of "spectacularly" 
higher US interest rates by the end of 1984. The 
- index closed at 755.1, down 0.9 of a point. 

EW ZEALAND: interest-rate expectations 
continued to be the main influence on share 
prices. After an initial pause, when a large gov- 
ernment stock tender caused fears of tighter 
liquidity, prices moved away again following a 
firm government move to restrain finance com- 
panies’ lending growth. Finance companies, 
which have exceeded the 1%-a-month lending 
growth guideline, have been penalised and the 
‘government has prepared regulations to limit 
lending rates for those which exceed its interest- 
rate expectations. Investors' hopes that these 
moves will hold down interest rates and boost 
funds flowing into equities led to fresh buying. 


mi! ONG: A general lack of confidence in 

the future of the territory, coupled with ap- 
prehension about further rises in lending rates, 
dealt a severe blow to share prices. The Hang 
- Seng Index crashed through the 1,000-point 
psychological mark towards the end of the 

period to close at 953.70. Average daily turnover 
_ was a thin HK$153.27 million (US$19.65 mil- 
lion) compared with the previous period's 
 HK$156.58 million. A rise in the United States 
- prime-lending rate to 12.5% at the end of the 
— period lent support to fears of a fresh round of 
— local interest-rate increases. 


í SINGAPORE: Political certainties arising 
- from the lingering factional split in the Malay- 
sian Chinese Association and lurid Mak Foon 
Than trial allegations in Hongkong kept the mar- 
"ket on its dogged downward trudge. Fraser's In- 
4 dustrial Index lost 59.22 points to close at 
5473.84. Losers outnumbered gainers by 147 to 
73. Speculative plantation issues continued to be 

_ the only impressive performers, albeit on thin 
|. trading as usual. Taiping Consolidated put on 
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BEARS dominated Asian markets in the period to-7 May. Hongkong again was the 
heaviest loser, hit by anxiety over the territory’s future. Japan, Thailand and New 


Hitam Rubber picked up S$10 to S$32.00. New 
Straits Times shed 50 S cents to S$25.50, while 
Singapore Land was down 40 cents to S$5.00. 
Daily turnover averaged S$21.6 million com- 
pared with $$20 million previously. 


KUALA LUMPUR: Duringa holiday-shortened 


trading period, the market reacted negatively to 
statements produced in a Hongkong trial linking 


Finance Minister Tunku Razaleigh Hamzah to 


the Bumiputra Malaysia Finance/Carrian affair. 
Also depressing sentiment were political uncer- 
tainties in the Malaysian Chinese Association 
and elections within the United Malays National 
Organisation. By close of period conditions lifted 
somewhat, especially in plantation listings, but 
overall the market closed lower, including nor- 
mally popular counters such as Esso Ordinary 
and New Straits Times. Total volume traded dur- 
ing the four days was 22.9 million units, valued at 
M$97.5 million (US$42.67 million). 


BANGKOK: Demand for banks and second- 
line issues coupled with positive dividend an- 
nouncements helped sustain the uptrend. Long- 
neglected issues began to make waves. Overall, 
the market, shortened by the Labour Day break 
on 1 May and Coronation Day on 7 May, bene- 
fited from continued easing im liquidity in the 
absence of adverse news. Average daily turnover 
was Baht 114.85 million (US$4.99 million). 


MANILA: Trading was slow, with erratic price 
movements. A 202.4 million-share deal in B 
shares of financially strapped Basay Mining, 
whose assets were foreclosed by the Philippine 
National Bank for alleged debt default, boosted 
turnover. The deal, representing divestment by 
Belgian investors, accounted for more than half 
of the total 320.3 million shares valued at P18.92 
million (US$1.35 million) traded on the two ex- 
changes. The mining index was off 4.01 points at 
1,061.59. A half-centavo increment in Philex was 
negated by losses of a quarter-centavo in 
Lepanto and 5 centavos in Marinduque. 


TAIPEI: The weighted index surged to a record 
high of 946.57 on 4 May in heavy trading, but the 
market could not maintain the momentum. 
Rumours at the end of the period that a few in- 
stitutional investors were selling off some of 
their top-rated shares sent the market into à 
tailspin, closing the index down 10.7 points at 
927.6. But analysts expected the downturn to be 
temporary. Average daily turnover was the high- 
est in several weeks at NT$2.08 billion (US$52.12 
million). 


SEOUL: The composite index dropped 0.78 of a 
point to 134.73, with average daily volume down 
at 17.62 million shares. Electronics shares, which 
have been very firm in recent weeks, bore the 
brunt of the selling. The drop in electronics 
prices flowed through to other areas, notably 
textiles and non-ferrous metals. The best show- 
ing by industry was in pharmaceuticals, whose 
sectoral index rose 38.53 points. 
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AUSTRALIA 


Aust. All-Ordinaries Index 
1 May 755.6 
2 May. 761.1 
3 May 767.5 
4 May 762.8 
7 May 755.1 
Change on week -0.12% 
7 May “change % 
AS onweek yield 
Amati 3.43 -20 61 
Ampoi Exploration 435 *16 23 
Ampoi Petroleum 1.76 +06 42 
ANZ Bank 573 *11 49 
Austrakan Cons. Ind 187 -0.5 ^0 
Austrakan Guarantee 275 -18 40 
APM 205 +15 80 
Bora 358 08 42 
Bougainvilie 248 -35 28 
Brambles Ind 298 +10 54 
BHP 11.33 -04 38 
Burns Pháp 357 -0.3 42 
CIG 305 *130 46 
Camon Unrated Brewery 420 37 33 
Coles GJ 394 27. 47 
Comaico 304 *03 10 
CSR 373 *05 46 
Dunlop Austraha 171 ^12 58 
EZ industries 541 13 07 
Eider Smith GM 404 — 59 
Hardie J 335 12 66 
Herald & Weekly Times 343 *39 55 
ICI Australia 2.14 -14 70 
Lend Lease Corp 492 -08 36 
MIM Holdings 343 3.1 15$ 
Myer Emponum 192 -15 $0 
North Broken Hill 254 -1S 23 
Peko Walisend 494 19.0 03 
Pioneer Concrete 159 -19 63 
Santos 6 68 -09 12 
Smith H 189 — 
Thomas Nationwide Trans 189 16 63 
Western Mineng 412 44 05 
Westpac 388 *1.0 64 
Woodsde t 28 «24 — 
Woolworths 236 +09 64 
Hang Seng Index 
1 May 1,034.73 
2 May 1,032.64 
3 May 1,004.61 
4 May 1,004.79 
7 May 953.70 
Change on week -8.04% 
7 May "change % 
WKS onweek yield 
Associated Hotels 0 80 -12 — 
Atas ind 6.90 6.1 11 
Bank of E.A 22.00 120 30 
Cheung Kong Ex Dw 845 77 53 
Chena Light 10.80 107 61 
Conc 090 100 10.0 
Evergo 305 16 $2 





























G Island Cement 900 27 1 
Hang Lung Development 245 140 ? 
Hang Seng Bank 35 50 72 41 
QAAECO 7,00 91 9 1 
*enderson Ex Ow 126 6? 1 
3.K. Electric 5.38 108 77 
4K. &Ch Gas 5.70 66 32 
34K. 8K Whar 360 89 50 
* K Land 3075 66 03 
HK 4 $ Bank Ex All 6 50 71 69 
AK 6S Hoteis Ex Diy 19 90 17686 50 
4K, Realty “A Ex Div 440 64 13.6 
^K Telephone 43 50 17 33 
HK. & Yau Ferry 245 30 61 











| May 11,190.17 
5 May closed 
' May 11,158.96 
Zhange on week +1.30% 
7TMay “change Pie 
Yen — onweek ratio 
pnomoto 1140 =i? 475 
Ndgestone Tire 630 +47 217 
n" n. 325 45 955 
ape 577 t53 579 
anon 1370 +22 38.0 
Mizen Watch 550 03 29 5 
tai Nippon Printing 1100 = 300 
uma House 485 *30 275 
bara Mfg. 325 03 252 
up Photo Film 1750 33 wa 
uptsu 1320 H5 aa4 
letwa Real Estate 616 14 737 
Mactu 952 +12 36.0 
‘onda Motor 1260 +96 444 
Hi 175 «54 200 
EOL 805 «09 595 
ajima Const 298 +03 13.2 
aneka 544 «07 721 
a0 Soap 820 +25 329 
ashiyama 625 15 200 
win Brewery 623 «13 27 6 
omatsu 175 1434 $30 
umagai Gumi 468 +15 10.9 
latsushita Elec. Ind. 1980 +26 326 
latsushita Elec Wks 773 09 269 
Wtsubiesh: Estate 559 +20 36 ! 
Wtsubeate HI 266 +51 522 
Msui & Co 377 «19 359 
itsu Real Estate 760 *13 436 
Msukosts 341 -2.0 258 
ipponN C R 1060 (10 — 34 
ippon Hodo 676 09 112 
ippon Oil 1210 +52 561 
ippon Steel 185 «34 37 1 
omura Securities 885 +30 307 
YK 250 "33 138 
fympus BAS «08 461 
ioneer 2650 15 445 
icoh 1080 — 69 5 
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Sanko Steamship 163 *65 — 

Sankyo Pharm 701 10 237 
Sanwa Bank 1020 19 620 
Seksu Pretab Homes 580 «12 28 2 
Sharp 1190 25 333 
Shisendo 1220 +52 224 
Sony 3580 1.9 327 
Sumitomo Bank 1200 -26 427 
Taine: Const 215 *05 121 
Takeda Chem 707 06 275 
Tokio Marine and Fire 855 15 4! 6 
Tokyo Elec Power 1340 47 16 4 
Toray 483 30 411 
Toto 649 +22 25 7 
Toyo Kogyo 514 *6.0 174 
Toyota Motor 1460 *58 75 
Yamaha Motor 518 02 


NEW ZEALAND 


NZUC Index 

















1 May 1,361.85 
2 May 1,381.99 
3 May 1,382.25 
4 May 1,376.63 
7 May 1,384.18 
Change on week +2.33% 

7 May “change % 

NZ$ onweek yield 
Alex Harvey 3.40 +46 32 
Brienoy 425 (1 24 
Carter Holt 3.90 *54 28 
Dominion Breweries ! 84 1 56 
Fettex 218 -— 53 
Fletcher Challenge 3.09 47 55 
Lion Brewenes 225 13 57 
NZ Forest Products 3.58 *38 34 
NZ Ot and Gas 0.43 -85 - 
NZ South British 1! 81 *B.1 39 
NZ Stee! 285 18 63 
UEB Industries 178 +92 70 
Waitaki NZR 1.75 54 6.0 
Wattie 470 +44 26 





Manila Mining Index 


1 May closed 
2 May 1,075.22 
3 May 1,063.20 
4 May 1,064.00 
7 May — 1,061.59 
Change on week —0.38*6 
7May “change % 
Peso onweek yield 
Acoje Ming * x 
Atas-B 41.00 > 
Baguio Goia-B 0.0016 J 
Fil-Am * — — 
First Holdings 1! 40 — 610 
Lepanto-B 0.07 - - 
Marcopper - ~ — 
Pháex-B 0 195 28 253 
PLOT 44 50 HLI 104 
Phil Overseas 0.0078 25 — 
Pioneer B = T- * 
Podco-B 0.0014 — - 
San Miquet B 19 00 +27 72 
W Minotco-8 * bas = 


Fraser's Industrial Index 


1 May closed 
2 May 5,536.62 
3 May 5,503.81 
4 May 5,481.16 
7 May 5,473.84 
Change on week — 1.07% 


SINGAPORE & MALAYSIA 





“change % 
onweek yield 
= 78 
+08 29 
58 32 
15 4n 
25 16 
10 66 
04 53 
— 31 
E 33 
09 44 
19 46 
15 39 
29 14 
17 60 
— 43 
17 51 
26 $1 
16 40 
20 22 
22 34 
17 66 
10 54 
16 35 
13 61 
10 13 
24 28 
50 24 
10 15 
*6.0 t6 
12 1.5 
— 34 
20 45 
65 20 
32 20 
33 11 
09 31 





Korea Ov Holding 930 00 -B8 65 
Korean Airlines 476 00 52 34 
Lucky Ltd ?65 00 06 2 
Samsung Electronic 437 00 “02 53 
Samwhan Com ?B0 00 25 76 
Sunkyung 546 00 30 73 
Korea interwitional Trust USS 11865397 20 49 
Korea Trust US$ 31647 +22 49 


TAIWAN 





Weighted Index 


1 May 937.72 
2 May 938.30 
3 May 943.20 
4 May 946 57 
5 May 944.75 
7 May 927 60 
Change on week 1.15% 
7 May “change ^ 
NT$ onweek yield 
Asa Cement 33 20 25 39 
Cathay Const 31.00 4! B1 
Crna Rebar 11 B0 ?5 
Chung Hwa Pulp 32 40 24 25 
Chung Stung Textile 22 40 14 
Far East Teatiie 27 00 08 ts 
Formosa Plastic 34 20 47 29 
Nan Y a Plastic 35 40 46 2 
Tawan Cement 32 90 22 46 
Tatung 22.40 42 
USI Far East 33 70 37 r4 
Yue Loong Motor 16.60 03 


Bangkok Book Club Index 


NE W Y ORK 


SOURCES 
Japan: Nomura iniemabonal (HK). Hongkong: Hongkong Stock 
Exchange. Hang Seng Bank Australia and Singapore Reuters 
Philippines: Anselmo Toridad & Co. Thailand: Book Club 
Finance and Securties Co. Now Zealand: Renou! Parmes; 
South Koren and Taiwan: Vickers da Costa & Co (HK) Lid 
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Law Annual 
— of China 
— — 






| E — map through 
_ the labyrinth of 

China's legal system. - 
Now only US$85.00 















The 939-page China Official Annual Report i is vihon - : The continued redirection of China's priorities towards 
"doubt the single most complete reference work ever ie foreign trade and its broadening contacts with other - 
produced about China. Its contents range from the land countries and regions has necessitated many revisions 
and its people to. business; economics, finance, culture, = and adaptations in its laws. The Law Annual Report 
'ducation, politics, science and d technology and countless ` now puts these changes into perspective in a Supe handy 
r sub: up-to-date volume. 
What is it? 
The Law Annual Report i is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places. 
China's legal system at your fingertips. 
Who needs it? 
If you are a lawyer, a business executive, financier, . 
industrialist, or anyone currently doing of planning to do 
business with China then the Law Annual Report is a | 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future.- 
Professors or students of China will find the Law Annual ` 
Report an endless source of information essential to the. 
true understanding x of the legal system of this enigmatic 
giant. — 
| How fo get it 
nply complete the coupon below today and send 
ther with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
; -indicated address. | 


Cli — ail this coupon today! Send to: 







































CB0517 


Buy both and save US$15.00 | 


C) [] Please send ........ set(s) of both 
The China Official Annual | 
. Report and Law Annual Report 
| of China 1982/83 for which 1 
. . enclose US$130.00 per set. 
7 |.» For surface mail delivery 
add US$ 14.00, for airmail 
: ER II — e — I: See Eo T eed elivery add US$35 00. 
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t the southern end of Sichuan 


i University's sprawling campus in 
‘the provincial capital of Chengdu 


stands a huge statue of the late chair- 
man Mao Zedong on an equally im- 
posing pedestal. The chairman, his 
overcoat billowing open beneath the 
last button, his right arm stretched 


"LETTER FROM CHENGE 


] 4 


though one said that such an attempt 
even now would be doomed to failure 
because "the Chinese people will 
never let it happen again." 

A student said nearly all of his 
classmates would support such à 
move, but he noted that since their 
futures lay in the hands of campus 
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say the party, though still represent- 
ed down to the department level on 


È out before him and his left clutchinga | cadres, who recommend students for | campus, plays a much smaller role 
E cap behind, gazes out across a formal | jobs upon completion of their studies, than before in day-to-day teaching at 
Chinese garden where students sit in | it was not surprising that there was so the university. There is still fear of 
E quiet concentration over stacks of | little open student criticism of the | the party among many teachers, but 
d books and papers. party and its policies. some suggested that it may be exag- 
* On the pedestal below the chair- The timing for the expected change | gerated — a holdover from the terrible 
man's feet is a blank slate which once | in the party's line on Mao is ex- | days of the Cultural Revolution, when 
[ carried an inscription of praise for | tremely important, teachers said. An- teachers were brutalised by the 
^ Mao, engraved there by the young | nouncement of the move, they said, party's leftists. 
6 Red Guards of the 1960s who erected | would come in the wake of United One teacher noted, however, that 
such statues all over the country. The | States President Ronald Reagan's | the party does use its stick on occa- 
L slate was wiped clean two years ago, | visit to China, which ended early this sion, pointing to the dismissal, in De- 
4 students and teachers say, when the | month. The teachers said that people | cember 1983, of about 20 “badly 
» party's current pragmatic leader- needed" foreign 
ship began dismantling the Mao ? teachers. The 
myth. But the statue, like its big- 8 teacher specu- 
ger twin in central Chengdu, re- lated that the for- 
` | mained untouched. > eigners lost their 
\ However, some on campus say 41= jobs because they 
— | that Mao is about to lose his tenure ? were becoming 
ra at Sichuan U. Rumour has it that "too close" to 
è ; à 
^ the party's campus representa- their students. 
T tives are laying the groundwork A post-graduate 


for a crucial change to 
the current line on 
Mao's contribution to 
the Chinese Revolu- 
tion, which states that 
though Mao erred in 
leading the Chinese 
people along the road 
to socialism, his 
achievements out- 
weighed his mistakes. 
The new line, campus 
residents say, will tilt 
the scales against the 
Great Helmsman, 
claiming, that while the 
chairma n undoubtedly 
made a huge contribu- 
tion to the revolution, 
his  miistakes out- 
weighed his achieve- 
ments and, especially 
in hisliater years, he in- 
flicted great harm on 
the Chiinese people. 

The residents say that if this shift in 
historical interpretation does take 
place, the statue of Mao on czimpus 
and t he others which remain :stand- 
ing iri Sichuan and around the coun- 
try will all come tumbling down. 
Many such monuments have a.tready 
disa]ppeared from Chinese citi es. 

St udents and teachers say r nost on 


cam pus would welcome such. a shift 
in t he party line. Some teactiers say 


that once the line was a ccepted 







Students on campus; the Mao s 
more policy shifts on the way? 


throughout the coun- 
try attached great im- 
portance to the Reagan 
visit because they saw 
it as another victory 
for the current prag- 
matic regime led by 
elder statesman Deng 
Xiaoping. Deng has 
been responsible for 
opening China to the 
world, subduing the 
leftists and bringing 
into perspective Mao's 
role in the post-Liber- 
ation decades. 

The prestige Deng and his follow- 
ers were expected to gain domesti- 
cally from the US presidential visit, 
the teachers said, would give Deng 
the clout he needed to further deflate 
Mao's image without having to worry 
about a successful backlash from the 
leftists, who still hold important po- 
sitions at the top of the power struc- 
ture and in the army. 

Meanwhile, life on campus con- 
tinues to improve for students and 
teachers alike as China's education 






tatue: 


student spoke 
eagerly of the 
government's new 
educational 
policies of the 
past five years. 
He said entrance 
to the university 
was based solely 
on competitive exams now and that 
this meant the student-teacher ratio 
was much reduced from the years 
of the Cultural Revolution, when 
there was a flood of unqualified 
students into the university. The 
reduction in the number of students 
has also relieved pressure on student 
dormitories, he said, reducing from 
about eight to four the number of 
students sharing small rooms. This, 
he said, has made studying much 
easier. 

Another sign of progress on cam- 
pus is the construction of a new li- 
brary, which the post-graduate stu- 
dent said would be equipped as well 
as the best university libraries 
abroad. Outside the entrance to the 
old library are two display boards — 
one on either side of the entrance. On 
one is a photographic history of 
Mao's achievements since the forma- 
tion of the Chinese Communist Party 
in the 1920s and on the other board is 
depicted the important role intellec- 
tuals and technicians are playing in 
Deng's current modernisation pro- 


gramme. All bets here are that both 
boards will soon focus on the latter. 
— ASHLEY WRIGHT 


nationwide, it would be impossible 
for: Mao's leftist followers t«» return 
th e country to the chaos of thie 1960s, 






system recovers from the shambles of 
the Cultural Revolution. Teachers 
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EXCELLENCE THROUGH TEAMWORK 


The Bankers Trust philosophy at work, 
for Fluor Corporation. 


For more than three years, ~~ 7 9) commercial paper program. in traditional banking services, but in 
Fluorand Bankers Trust = = — —— |. Thetwo financings have innovative and sophisticated ones. If 
have pulled together to à | —  totalled hundreds of mil- your company is considering the use of 
develop new ways to ref- — lions of dollars. such services, you should consider 
nance portions of Fluor's Satisfying the needs of a involving our bank. 
revolving bank credit. client with the high stan- 
As a result of our team- dards of Fluor was no easy 
work, Bankers Trust The Bankers Trust team: Patrick. undertaking. In addition to 
Resources Management fluor (cente) Roding A Aiport, Our Resource Management 
structured and placed an — $e ee eer mones experts, we brought in spe- 
issue of privately-placed cialists from our Corporate 
promissory notes. (Fluor is one Finance and World Corporate depart- Bankers Trust 
of several clients for whom we have ments. All worked under the guidance C 
placed such debt. We were the first of an experienced relationship man- ompany 
commercial bank to do so.) ager to achieve excellence. An international banking network in 
Subsequently, we were appointed Excellence is at the core of the more than 35 countries. 


co-agent by Fluor for its traditional Bankers Trust philosophy— not only 280 Park Avenue, New | PORK PCIE 10015 
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MINOLTA 


See the EP4507 at these Minolta subsidiaries and distributors: 


Copy sizes to your heart's content. 


The Minolta EP450Z gives you 781 zoom enlargement/ 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world's first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
I.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions you 

require. P 


Sed 


Toiwan Santa Office Machines Corp 1IFI. 75, Sec 4, Nanking E Road, Taipei Indonesia 
Phone: (02) 715-5001 India 
Hong Kong Minolta Hong Kong Lid. 67-7! Chatham Road South, Oriental Centre, Kowloon 


Phone: 3-676051 Pakistan 
Singapore ^ Minolta Singapore (Pte) Ltd. 10, Teban Gordens Crescent Singapore 2260 

Phone: 563-5533 Bangladesh 
Malaysia City d Sendirian Berhad Lot 3, Jalon 223, Petaling Jaya, Selangor 

Phone: 577476 New Zeolond 


Thailand Technical Supply Co. Ltd. 1808-1812 Kasemrat Rood Klongtoei Bangkok 10110 
Phone: 391-0215, 252-9155 ~ 7, 233-2064 - 5, 392-7412 Australia 
Philippines — TOPROS inc Topros Bldg Banawe Cor. Atok St. Quezon City. Metro Manila 


Phone: 49-49-2] 






The EP450Z also offers two automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magnifica- 
ton ratio required according to the size of the 
original in use and the size of the copy paper 
you're using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you ve selected and the size of the original in 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your heart's 
content. 


»EP490Z 


MINOLTA CAMERA CO , LTD , Business Equipment Operations, 30, 2-Chome. Azuchi-Machi, Higashi-Ku, Osaka 541. Japon 


P T. Perdana Nirwana Abadi Co. 67B, JI, Krekot Raya. Jakarta Pusat Phone: 372-609 
Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Dethi-110019 

Phone: 682475, 682476 

Allied Equipment Ltd First Floor, Nelson Chambers, |. 1. Chundrigar Road 

G.P.O. Box 680, Karochi-1 Phone: 214922 

Brothers International Ltd. G.P.O. Box 767, Adamiee Court 115—120 

Montijhee! CA. Docca Phone: 232293 

Viko Holdings Ltd. MSI Bidg Cnr Khyber Pass and Nugent Str. P O Box 220 
Auckland 3 Phone: 796-294. 796-295 

Océ Reprographics Ltd. 89 Tulip St, Cheltenham. Melb 3192 Phone: 584-101! 





ART 


Portraits of the 


leader as a 
political canvas 


The Leader of People. Korean Publica- 
tions Export and Import Corp., Pyong- 
yang. US$4. 





hat can one say about something 

as obviously ridiculous as a book 
featuring a collection of paintings of 
"The Great Leader [North Korean] 
President Kim Il Sung" and, still quot- 
ing from the blurb, "his immortal 
fighting achievements and lofty vir- 
tue"? The Leader of People begs to 
have fun poked at it, but that would be 
too easy: it is more challenging to take 
a closer look and see if it offers some 
clues — however loopy — about the 
world-view it represents. 

According to the introduction, the 
paintings “portraying excellently the 
august image of the Great Leader" are 
“national in form and socialist in con- 
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For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Regal Meridien Hong Kong, 71 Mody 
Road, Kowloon, Hong Kong. Tel: 3-669996. Telex: 40955 HOMRO HX. There are over 40 Meridien hotels worldwide in Tokyo, Singapore, Paris, 
Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. Opening in 1984: Colombo and 


Singapore-Changi. 


























tent." A little scrutiny reveals that neither claim is 
true. Although a distinction is made between "oil 
paintings" and "Korean paintings" (the latter refer- 
ring to a traditional Chinese ink and brush 
technique) there is nothing remotely "national" in 
the content. 

In fact, they are all painted in the orthodox 
Socialist-Realist style — even those done with 
Chinese ink and brush: healthy workers and sturdy 
peasants express their satisfaction with the socialist 
utopia, and particularly with its great architect, by 
beaming up at their leader who is fondly stroking a 
new tractor or machine-gun. The mawkish, gragd- 
iose style is exactly 
like paintings celeg 
brating the workers 
paradise in the So- 
viet Union. This type 
of painting first 
made its appear- 
ance under Stalin, 
who inspired the 
Nazis to surround 
themselves with 
similar works. 

The Russians did 
not invent the style, 
however. They took 
it from the neo- 
classical paintings 
of 18th century 
France, particular- 
ly from Jaques- 


How to put yourself in 
the centre of things in 
Hong Kong. 


The pearl of the Orient is Hong Kong. 
And at the centre of Hong Kong is the 
Hotel Regal Meridien. 
We're situated in the heart of Tsim Sha 
Tsui East, one of Hong Kong’s busiest 
areas for both shopping and business. 
Surrounding us are major companies, 
airlines, banks and shops plus restaurants 
and night life. You never need to go far 
from us whatever your requirement. 
If you do need to venture further afield 
our hotel limousines are at your service. 
As well there’s easy access to buses, the 
underground railway and the Star Ferry. 
The Regal Meridien also offers a style, 
elegance and standard of hospitality, that 
has a decidedly French flavour. We look 
forward to greeting HOTEL REGAL 
you soon with a 
friendly ‘Bonjour’. MERIDIEN 
AAS HONG KONG 
GROUPE AIR FRANCE 


MH- 1000083 
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China Airlines new Dynasty Class pro- 
vides more space, more comfort, more 
convenience and more service than ever 
for sophisticated travelers. And all at the 


normal economy fare, with no sur- 

charge, on our Boeing 747 services. 
MORE COMFORT 

Relax on seats normally reserved for first- 

class passengers. A full 29" wide with 
2" between rows. In a special area 

behind first class and in the upper deck 

of our 7475. 

MORE CONVENIENCE 


Check in at special counters. Baggage 


Closest to first Ulass 
at just the 
economy fare ^ CAL 


allowance the same as for first class. 
MORE SERVICE 

Guaranteed choice of meals. Wide range 
of complimentary drinks and cocktails. 
Free stereo headsets. All with attentive 
Dynasty service. 

Available on all China Airlines Boeing 
747SP, 747-209B and 747-Combi 
routes. Serving Taipei, New York, Los 
Angeles, San Francisco, Honolulu, 
Tokyo, Amsterdam, Singapore, Hong 
Kong, Dubai, Dhahran and Jeddah. The 
fastest way between Taipei-U.S. East and 
West Coasts and Taipei-Amsterdam. 


@ CHINA AIRLINES 


Louis David. David (1748-1825), react- 
ing against the effete rococo style of 
the doomed aristocracy, celebrated the 
French Revolution in great morally 
uplifting works. He later became an 
equally enthusiastic propagandist for 
Napoleon. Huge paintings such as The 
Coronation (of Napoleon in 1804) be- 
came the main model for the people's 
art in the 20th century. 

The Soviet penchant for 19th cen- 
tury grandeur — also expressed in 
their grandiose architecture, which the 
Chinese and the North Koreans dili- 
gently copied — is typical of the vulgar 
aspirations of the petty bourgeoisie 
who were the mainstay of the revolu- 
tion. Some of the North Korean paint- 
ings show interiors of Kim's palace. It 
is curious to see the same neo-classical 
decoration and grand Victorian furni- 
ture in the North Korean leader's 
rooms as in the stately homes of Rus- 
sia's commissars. It hardly shows 
much confidence in the much-vaunted 
"national" forms. 

Neither is it a sign of egalitarianism 
to see the great leader basking in such 
opulence. In fact, the image presented 
here of the “Great Fatherly Leader and 
the Ever-Victorious Iron-Willed Bril- 
liant Commander Kim Il Sung" is 
much more like a traditional Oriental 
despot than a man of the people. In the 
few pictures with such titles as Among 
Peasants or The Commander, too, is a 
Son of the People, he looks most awk- 
ward holding honest farming tools, as 
if terrified to get his hands dirty. 

There is another Western tradition 
visible in these paintings, 
which is perhaps less ap- 
parent to the North Koreans 
themselves — but hardly 
surprising in the light of 
their cultural history: the 
tradition of religious, espe- 
cially Christian folk art. 
The book shows us various 
stages of Kim's life in chrono- 
logical order. First we see 
the great leader as a little boy 
dressed in a Japanese school 
uniform on his lonely trek 
through the mountains on his 
Journey for Learning. His 
quest soon turns into a mission 
to impart the truth to his peo- 
ple. 

What is striking is how similar his 
postures — eyes fixed dreamily on the 
horizon, arms outstretched, showing 
the way to paradise — are to those of 
the Messiah. He is more like a holy 
seeker than a political leader. Like 
Christ in devotional pictures, he is 
either standing alone on windy moun- 
tain tops, in communion with Heaven 
(one presumes), or surrounded by 
adoring followers staring at him in en- 
raptured wonder as if witness to à 
miracle. Some people stretch out to 
him, trying to touch his magical aura, 
others wear demented grins, but most 
seem thunderstruck by his presence. 
There are shades here of the great 














Kim — comradeship; victory; on the farm; 
military planner: Christian-art element. 


charismatic leaders favoured by many 
Christians in the South. 

True believers do not need exact 
dates to support the great events in the 
lives of their holy men. Every Christian 
knows what is meant by, say, the Ser- 
mon on the Mount, without being told 
who delivered what sermon on which 
mountain: religious history often em- 
ploys this type of shorthand. In the 
same way, one imagines that no North 
Korean schoolchild has any trouble 
understanding such titles referring to 
their leader's life as Beacon at 
Pochonbo or On the Forked Road to 
Mangyongdae. 

Like many pre-Renaissance Christ- 
ian paintings, these pictures of Kim are 
mostly collective efforts, signed by at 
least three people. What is remarkable 
is their sameness, however. Every pic- 
ture, though done by different people, 
is painted in exactly the same style — 
as if mass-produced in a factory. There 
is no room for individual visions in 
North Korea. The leader's life is North 
Korean history and just as there is only 
one interpretation, there is just one 
way of depicting it. One of the most 
sickening images in the book is of Kim 
with his arms around two rosy- 
cheeked uniformed girls looking ap- 
provingly at their no-doubt Socialist- 
Realist painting. The title is: Only 
When You See Reality Can You Draw 
a Fine Picture. 

Clearly, as is almost all communist 
(and Nazi) art, these paintings are 
kitsch. The same is not necessarily 
true of the religious folk art from 
which it is derived. Pri- 
mitive religious art — 
though perhaps crude — ex- 
presses a spiritual vision, 
which even a non-believer 
can feel. Political propa- 
ganda is kitsch because it 
uses religious iconography 
for a purpose for which it 
was not meant. Kim, in the 
guise of a messiah blessing a 
tank or pressing a young 
soldier to his bosom, some- 
how lacks the appropriate 
spirituality. 

One could argue, of course, 
that one has to be a believer 
to appreciate this art; and 
that to believers it is every bit 
as spiritual as a painting of Christ is to 
Christians. Unfortunately, the true 
measure of North Koreans’ belief in 
their leader is hard to fathom — it 
would be fatal to be seen as a Doubting 
Thomas. But, reaching the last picture 
of the book, one feels the last laugh is 
on the leader himself. It shows him 
standing in his cherry-blossom garden 
with a look of infinite satisfaction on 
his round, bespectacled face. The cap- 
tion reads: Our Leader Devoting His 
Life to People. However hard one 
looks, there is not a person in sight. 
Could this perhaps represent an un- 
conscious glimmer of truth? 

— IAN BURUMA 
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Mosher replies 

The lesson of my experience is that 
when Western scholars place research 
access ahead of all other considera- 
tions, honest, objective scholarship is 
the first victim. This crucial truth is 
unfortunately lost on Zhongshan Uni- 
versity visiting professor Wolfgang 
Franke [LETTERS, 19 Apr.]. 

I found forced abortions, abortions 
in the third trimester of pregnancy, 
and officially sanctioned infanticide 
when I lived for a year in a southern 
Chinese village. As a scholar, I had a 
professional responsibility to publish 
the truth about China's birth-control 
programme, material which included 
not only my own first-hand account of 
these acts but also more graphic evi- 
dence in the form of photographs. 
Angry and embarassed, Peking struck 
back by falsely claiming in a confiden- 
tial note of protest to Stanford Univer- 
sity that I had “used the photographs 
to attack China." This was followed by 
a demand that Stanford “deal with this 
matter severely and inform us as to its 
disposition." I was then expelled from 
Stanford, sacrificed to maintain that 
university's research connections with 
China. 


Fresno, Cal. STEVEN W. MOSHER 


Election forecast 


HUSAIN HAQQANI 


A rap on the knuckles [1 Mar.] made 
interesting reading. Although Pakis- 
tani President Zia-ul Haq has prom- 
ised to return the country to constitu- 
tional rule by completing the process 
of democratic elections at the national 
and provincial levels by March 1985, 
he has also indicated that far-reaching 
amendments will be made in the elec- 
tion laws so that only “non-political” 
candidates who will not deviate from 
the “path of Islam” will be allowed to 
contest elections. 

In fact, the military regime has no in- 


tention of returning power to the peo- | 


ple. It is most probable that only pro- 
vincial assembly election will be held 
and the process will stop at that. Na- 
tional assembly elections will not take 
place to make sure that the power 
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GIVE CROSS. 
IT'S GOOD FOR 
BUSINESS. 


Stimulate sales, recognize 
achievement, or express gratitude 
for a business friendship. The gift 
of a Cross Fountain Pen and Ball 
Pen in 14 karat gold filled will 
always leave a lasting impression. 
For helpful information, write on 
your company letterhead. 
A.T. Cross Co., 45 Albion Road 
Lincoln, R.I. 02865, U.S.A 


CROSS 


SINCE 1846 





Lifetime Mechanical Guarantee 






Louis Vuitton. Lhe art of travel. 





Exclusively at the Louis Vuitton stores. 
Hong Kong, Peninsula Hotel and at the Landmark « Singapore, Hilton Hotel « 
Melbourne, Hardy Brothers at 338 Collins Street » Taipei, 505 Tung Hwa South Road « Seoul, Lotte Shopping Center « 


In Japan · Tokyo + Fukuoka « Hiroshima · Kobe « Kyoto « Nagoya · Osaka « Sapporo « Yokohama » 


Y Some people have a talent for 


travel. They look upon tr: ivelling as a fine art. 
These true connoisseurs require the best. It 
is for them that the Louis Vuitton craftsmen 


create luggage and perpetuate the tradition of 


custom-m: iking pe rtected over the last 1 30 ye WS. 

These skilled artisans ensure that each 
trunk, suitcase and bag, be it of the classic 
“Monogram” line or the new “Challenge” 


line. bears the Louts Vuitton stamp ot 


strength, durability and refinement. 

They meticulously select their materials: 
traditional leather and brass, or innovative 
space-age fabrics such as Kevlar*, and 


authenticate their work with the renowned 


initials. 
The Louis Vuitton concept of luggage ts 
unique. It has been maintained since 1854. 


[n Paris and the major cities of the world. 


LOUIS VUITTON 


MALLETIER A PARI 


MAISON FONDEE EN 1854 
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H B*M AR CO'.'POLO*.-SINGAPOIRE 





Ihere Is d special promise Such is the 
for businessmen reputation of The 


: : - Marco Polo hotel 
in the legendary island nation. that in acity 
. which abounds in 
The Marco Polo Singapore. ;5;:5.5:052 
restaurants and business facilities, it is to 
this hotel where businessmen and visitors 
are drawn. 

The Marco Polo Singapore is managed 
by The Peninsula Group. With a hundred 
year heritage of dedicated service to 
business and pleasure o 
travellers in the Orient, we re 


know how to make your trip (0 
live up to all your expectations. **'' 


E Peninsula Group 
Fulfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 
The Peninsula Group Tel: 3-7225771 Tix: 34064 PENGP HX 
Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, In Harbour 
City, Hong Kong: The Hongkong Hotel, The Marco Polo, The Prince Hotel In Singapore: 
The Marco Polo In The Philippines: The Manila Peninsula In Thailand: The Bangkok 
Peninsula In The People’s Republic of China: The Jianguo Hotel, Beijing. 

MPS-FEER(C) 


centre remains intact. It is not a trans- 
fer of power but the giving of a civilian 
facade to a military regime. 

Brossard, Quebec JALALUDDIN HUSSAIN 


Paul's points 

Your article Reluctant prodigals [8 
Mar.]| is not entirely correct, since a lot 
of the prejudices held by some of the 
Indian industrialists have crept into it. 
This whole issue, which is a perfectly 
legitimate investment, has been turned 
into a political affair by the Indian in- 
dustrialists who want to hold onto the 
power which, so far, has never been 
challenged. 

Indian public companies are going 
through the same kind of changes that 
happened in the United States and 
Europe some 50 years ago, where fami- 
ly members owned very few shares in 
their companies, yet still treated them 
as their own empires. 

You make several references to my 
companies, saying that “except for Na- 
tural Gas Tubes and Seymour Ship- 
ping [in which Paul does not have a 
controlling shareholding] just seven 
companies of the Caparo Group regis- 
tered total losses of US$2.65 million in 
1982. The unenviable business reputa- 
tion that Paul's family-owned Apeejay 
Group has in India, and the fact that its 
questionable business deals have fi- 
gured repeatedly in parliament has not 
helped his image.” 

However, you have not appreciated 
the fact that all the companies are 
100%-owned subsidiaries of the Cap- 
aro Group and that the accounts are 
consolidated in Caparo Group. Whe- 
ther the individual companies make a 
profit or loss has no meaning in this 
consolidation because it is Caparo 
Group that provides the finances. 

Other than Natural Gas Tubes and 
Seymour Shipping Ltd, the rest of 
Caparo Group is an investment group 
and it looks to a capital appreciation 
form of profits as much as to trading 
profits. As for the Apeejay Group, 
which my family owns in India, it has 
been raised in parliament but no 
charge has ever been proved in court 
London SWRAJ PAUL 


Deadly error 


After reading the article Deadly to- 
bacco road [3 May] I felt like packing 
up and moving to Malaysia. With a 
population of 14 it sure looked attrac- 
tive. However, the Malaysian Commis- 
sion shattered my dream when they in- 
formed me that 14.2 million people 
lived there. Further calculations re- 
vealed that in actual fact for every 
man, woman and child in the country 
36 US cents were spent on advertising 
by the tobacco companies, rather than 
your figure of US$360,000. 

Hongkong E. H. ATTWATER 


e Attwater is, of course, correct. We 
apologise for the error. 
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Tata Electric Companys coal-fired Unit #5, Trombay, India 


More than 20 years ago, C-E began helping 
India reach its energy goals. 





One goal: national electrifica- 
tion. And India, with help from 
Combustion Engineering, has 
achieved one of the world's 
highest growth rates in electric 
power generating capacity. 

It was 1959 when the first 
of Indias modern-day C-E utility 
steam generators was ordered. 
In 1971, C-E signed a long-term 
Technical Assistance Agreement 
with Bharat Heavy Electricals 
Limited which, through transfer 
of the latest technology, has ena- 
bled India to reach its goal of self- 


reliance in the manufacture of 
steam generating equipment. 
This includes equipment for the 
country's first 500-MW coal- 
fired power station—an impor- 
tant step toward another goal: 
more self-sufficiency in fuel. 

In projects like these, you 
can see the results of mutually 
beneficial relationships between 
Combustion Engineering and 
some 80 countries around the 
world. They show C-E's strong 
commitment to helping nations 

. achieve greater industrial inde- 
ventre f e L s 


Lm A r 





pendence and a better standard 
of living. 

For more information about 
our equipment, services and 
technologies, and a listing of 
our offices, write: Combustion 
Engineering, Inc., Dept. 7004- 
295, P.O. Box 9308, Stamford, 


CT, USA 06904. 
E COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 
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IN AMERICA, 
IHESIREEIS ARE 
STILL PAVED WITH GOLD 


They called it the land of opportunity. And it has And, from our Boston headquarters and offices 
never been more true. Free enterprise is alive, well, and ^^ throughout America, we maintain a strong relationship 


wore better than ever in America. 
C 


t, seeking your fortune in 
America means more than setting 
up operations and waiting for the 
profits to pour in. 


That is where Bank of Boston 


can help. Our special group of multi- 
national officers will help make your 


way of doing business work in the 
United States. 

Through our 200 offices in 38 
countries around the world, we can 
work with your home office and 
stay at the forefront of international 


business and banking developments. 





with your United States subsidiary. 


As a whole, Bank of Boston's 
unique approach gives our officers 
a special E of your 
company's needs, philosophy, 
and goals. 

As a result, we are better able 
to structure flexible, innovative ar- 
rangements for you-something 
we have been doing for 200 
years. 

The point is, if you are deter- 
mined to build a future in America, 
we are determined to provide 
you with the right foundation. 






1784 


BANK OF BOSTON 


FAR EAST HEADQUARTERS: 3215-3219 CONNAUGHT CENTRE * HONG KONG * TEL: 5-212541 
OTHER FAR EASTERN OFFICES IN BANGKOK; MANILA; SEOUL; SINGAPORE: TAIPEI. TOKYO 


WORLD HEADQUARTERS BOSTON. U.S, OFFICES IN CHICAGO * DALLAS + HOUSTON + LOS ANGELES * MIAMI + NEW YORK. WORLDWIDE OFFICES IN ARGENTINA * AUSTRALIA 
BAHAMAS * BAHRAIN * BOLIVIA * BRAZIL * CAMEROON * CANADA * CAYMAN ISLANDS * CHANNEL ISLANDS * CHILE * COSTA RICA * DOMINICAN REPUBLIC « FRANCE 
GERMANY * HAITI + HONDURAS + HONG KONG * ITALY * JAPAN * KOREA * LUXEMBOURG * MEXICO + NETHERLANDS ANTILLES * NIGERIA * PANAMA * PARAGUAY « PHILIPPINES 
PUERTO RICO * SINGAPORE « SWITZERLAND « TAIWAN * THAILAND * UNITED KINGDOM * URUGUAY * VENEZUELA * ZIMBABWE 
©1984 THE FIRST NATIONAL BANK OF BOSTON 


EI 


Um, 


| 4 
| : r" 4 | 10 í 
" ae i ( è 2. = is 





vat 


37:424 | made by the opposition despite the sort of ballot- 


PROBLEMS 





2 tet eee — 
ODE — 


Vol. 124 No. 21 





The 14 May Philippine National Assembly elec- 
tions come at a crucial time when the nation is 
split following the assassination of Benigno 
Aquino and wracked by economic problems. So 
though the presidency is not at issue, many ob- 
servers feel the polls are a barometer to strong- 
man Ferdinand Marcos' political future. Thus, 
there are signs to be read in the massive gains 


rigging which is customary in the Philippines. But 
ironically, the opposition's successes are a slap 


in the face to those anti-Marcos elements who 
favoured a boycott — among them Aquino's own brother. Chief corres- 
pondent Rodney Tasker and Manila bureau chief Guy Sacerdoti re- 


port. Pages 14-16. 


Page 18 

China is given a B+ for modernisa- 
tion by Premier Zhao Ziyang at the 
National People's Congress. 


Page 19 

North Korea's Kim Il Sung shuffles 
the Northeast Asian diplomatic 
pack. 


Pages 27-30 

Vietnam celebrates the anniver- 
sary of the Dien Bien Phu victory, 
but has yet to win the peace. 


Page 32 

As yet another murder shocks 
India's Punjab state, Sikh militant 
Sant Jarnail Singh Bhindranwale 
speaks out. 
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Foreign relations: The Great 
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Religion: A history of militancy makes 

the Sikhs a formidable force 48 





Page 44 

Hongkong's unofficial executive 
and legislative councillors are de- 
termined to have their say on the 
future of the territory despite a 
chilly reception in Britain. 


Pages 62-63 

The United States takes action 
against Asian counterfeiters — 
and keeps up protectionist pres- 
sure on Japanese cars in the run- 
up to this year's presidential elec- 
tion. 


Page 64 

Asean economic ministers begin 
to feel frustration over lack of pro- 
gress in cooperation and the many 
hours spent on minutae. 
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Pages 75-77 

Malaysia has bold plans to re- 
volutionise the nation's agricul- |- 
ture. Meanwhile, it struggles to 
keep ahead in natural-rubber pro- 
duction. 


Pages 78-79 

India is well on the way to a full 
space programme, with a broad 
range of spinoffs. 


80-82 
Vietnam admits it feels economic 
hardship, but hopes new policies © 
will bring results. 


Page 90 

Fugitive Filipino financier Dewey 
Dee speaks out on his fears of 
being extradited from Canada. 


Page 90 

Malaysia’s Multi-Purpose Hold- | 
ings announces arights issue atan - 
unpropitious time. 


Page 93 

Australia reckons it can slash its 
budget deficit, but other dangers 
loom. 


Page 94 
There are cracks in the ambitious 
plan for a so-called South Bank. 
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Some US votes against 
arms aid for Marcos 
Barely five days before the 
elections in the Philippines, 
President Ferdinand Marcos' 
regime faced another poll in 
the United States Congress 
which it survived, but not 
without scars. Democratic 
congressman from Ohio Tony 
Hall introduced an amend- 
‘ment to the foreign aid au- 
thorisation bill which would 
totally cut off military aid to 
the Philippines. 

- o Earlier the House of Repre- 
' se tatives foreign affairs com- 
am ittee — signalling its disple- 
asure over lack of democracy 
in the Philippines — transfer- 
red US$60 million earmarked 
por foreign military sales cre- 
dit, to the economic support 
fund but did not touch the 
-US$25 million grant in mili- 
tary assistance. 

Hall's amendment called for 
removal of the military-aid 
grant to send the "strongest 
possible message to Marcos" 
on the eve of the elections. It 
was defeated by 149 votes to 
.259 with 25 abstaining. But 
observers were surprised to 
see such a large number of 
votes against the Marcos re- 
gime. — NAYAN CHANDA 


“motional row over 

. Aussie immigrants 
Arguments in Australia over 
Asian immigration into the 
country (Review, 10 May) 
reached near-hysterical pro- 
portions with the opposition 
Liberal Party seeking to 
— Capitalise on charges by his- 
torian Geoffrey Blainey that 
Prime Minister Bob Hawke 
was Australia's most anti- 
= British prime minister and to 
exploit the cut in funding to 
the Big Brother movement, 
— which for 60 years has brought 
- British male migrants to Aus- 
tralia. 

In the federal parliament, 
opposition” leader Andrew 
Peacock called for increased 
European migration to bai- 
ance the Asian intake. Both 
4 sides in the hot-tempered de- 

_ bate were less than meticulous 

— with statistics to prove or dis- 

. prove points, and an almost 
. unprecedented emotional 
-= scene took place when one 
irate Labor backbencher 
climbed the parliamentary 
benches and had to be physi- 
. cally restrained as he accused 
. - the opposition of racism. On 
. University campuses, calls to 
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restrict entry of Asian stu- 


dents because they were tak- 
ing places which could be 
taken by Australians were met 
with violent anti-racist dem- 
onstrations. — JACQUELINE REES 


of ratugee exodus o 


Pope John Paul II, on the final 
leg of a 10-day Asian and 
Pacific tour, left few doubts 
about what he thinks of the re- 
fugee exodus from Indochina. 
After visiting the Phanat 
Nikhom refugee camp south- 
east of Bangkok, he said some- 
thing "repugnant and abnor- 
mal" caused hundreds of 
thousands of people to have to 
leave their countries and said 
it was a serious violation of the 
human conscience and the 
norms of life. 

In an emotive speech, which 
clearly pleased Thai officials, 
he also called on the interna- 
tional community to take 
more decisive action in tackl- 
ing the refugee problem — a 
reference, in part, to a drop in 
the rate of resettlement of re- 
fugees. — JOHN McBETH 


MCA faction seeks 
injunction against Neo 

In an affidavit presented to 
the High Court on 16 May, the 
Malaysian Chinese Associa- 
tion (MCA) admitted it had 
discovered 21,000 phantom 
members padding its party 
rolls. The MCA was respond- 
ing to an injunction by Tan 
Koon Swan seeking to stop 
party divisional elections to 
choose delegates for the party 
congress due in July. The ac- 
tion also sought to declare the 
suspension of 32 party 
branches in and around Kua- 
la Lumpur by the leadership 
of acting president Datuk 


Neo Yee Pan nul and 
void. — K. DAS 
PAP's first woman 
candidate since 1970 


Singapore's ruling People's 
Action Party named four more 
new candidates for the general 
election expected later in the 
year, including Mrs Dixie Tan, 
a 48-year-old medical prac- 
titioner who, if elected, could 
be Singapore's first woman 
MP since 1970. Another new 
candidate, Ng Pock Too, the 
ex-chief executive of the Trade 
Development Board who was 
recently appointed a political 
secretary to the prime minis- 
ter, is likely to face J. B. 
Jeyaretnam, the lone opposi- 
tion MP from the Anson con- 
stituency. — V. G. KULKARNI 
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Ma a, Indonesia 
— — accords 


Two agreements between 
Malaysia and Indonesia gov- 
erning the entry of Indonesian 
labour into Malaysia and the 
flow of residents across the 
two countries’ borders, have 
been signed in Medan. 


The labour agreement, 
which includes broad 
guidelines and procedures 


governing the entry of Indone- 
sian labour into Peninsular 
Malaysia, is intended to stop 
illegal entry and ultimately 
ensure protection of Indone- 
sian workers. The agreement 
was also a response to the 
growing need to monitor and 
regulate the flow of Indone- 
sian workers, which if left un- 
checked, could bring social 
problems (REVIEW, 26 Apr.). 

— MANGGI HABIR 


Singapore trade board 
appoints new head 

Two of Singapore's top trade 
bureaucrats have resigned, 
precipitating a minor shuffle 
in the trade-promotional es- 
tablishment. The deputy di- 
rector of the Trade Develop- 
ment Board (TDB), Leong 
Chee Whye, is to take over as 
director. 

The TDB proved to be a po- 
litical springboard for outgo- 
ing chief executive Ng Pock 
Too, who has moved on after a 
tenure of only four months in 
the trade post to become a per- 
manent secretary in the Prime 
Minister's Office and the rul- 
ing People's Action Party 
standard bearer against lone 
opposition MP J. B. Jeyaret- 


nam in the Anson consti- 
tuency. 
No replacement has yet 


been designated for executive 
director Toh Tse Ming of the 
Singapore Manufacturers As- 
sociation, who resigned in 
May. — LINCOLN KAYE 


South Korea's computer 
industry booms 


South Korea's personal-com- 
puter industry is growing 
rapidly, according to a recent 
study. No fewer than 70 firms 
are now assembling and mar- 
keting ¿a variety of models, 
many of which are foreign 
copies. The most popular on 
the local market are small, 8- 
bit models. 

In 1983, sales of personal 
computers reached 50,000 
units and demand is projected 
to pee to 70,000. this year. Of 








the major conglomerates, 
Samsung, Daewoo, Hyundai 
and Lucky-Goldstar are ag- 
gressively vying for a position 
in this field. So far, Samsung 
and Lucky-Goldstar have de- 
signed and begun marketing 
models of their own, with the 
latter currently the acknow- 
leged market leader. 

— PAUL ENSOR 


Mak denies Razaleigh 
mission to Hongkong 
The man accused of murder- 
ing a Malaysian banker has 
denied that the Malaysian Fi- 
nance Minister (Tunku 


Razaleigh Hamzah) sent him 
to collect money in Hongkong. 


Earlier, the Hongkong court 
was told by prosecution that 
in a statement to the police, 
the accused, Mak Foon Than, 
claimed he was in Hongkong 
in July 1983 to collect US$6 
million from businessmen for 
the finance minister. In giving 
evidence on 11 May, Mak said 
he could not have made such 
an allegation, describing 
Razaleigh as “good, trusted 
and honest.” 

Mak also has testified that 
the unnamed Korean witness 
produced by the prosecution 
on 8 May was not Shim, the 
Korean whom Mak said had 
killed Jalil Ibrahim of 
Bumiputra Malaysia Finance, 
who was strangled to death 
with a bathrobe belt in a hotel 
room on 18 July 1983. Both 
prosecution and defence were 
to deliver their final submis- 
sions on 16 May. 

(In Curiouser and curiouser 
[REVIEW, 17 May], it was re- 
ported that the Korean wit- 
ness possessed a second pass- 
port during April-October 
1983. This was incorrect. The 
unnamed witness said he did 
not hold a second passport.) 
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successful plant 

operation F 


Uhde designs and constructs chemical 
and other industrial plants all over the 
world. 

















The performance of a plant depends to 
a large extent on proper operation and 
maintenance. Uhde engineers under- SUR IEEE 
take the task of training the customer's 2 
personnel. This ranks high among the ^ 
whole range of services, because the 
more intensive the training the more ef- 
ficiently will the plant be operated. 
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Uhde offers more: acts as general contractor for large-scale projects — consulting services as well 
as project, market and feasibility studies — project financing on an international scale — procure- 
ment services all over the world — civil works and erection — training of customer's personnel — 


commissioning — management and plant supervision 
Uhde — a member of the Hoechst group 














First, we'd type a couple of lines | If you want data protection, we'd install 

to demonstrate how quiet the a GCA cipher attachment at the left 

Hasler SP 300 is. hand rear corner. It enables you to 
encipher on-ine or off4ine. 


If you want to connect 
your SP 300 to an 
external memory, to 
processors or termi- 
nals, this is the place 
where we'd install an 
additional port for the 
V.24/V.28 interface. 


Here, we'd install an optional 
line display which would let 
you set up your messages 
silently and without paper. 



























- These five keys, we'd say, are 
all you need to prepare and edit 
any message in the memory. 


FU" 


i 


These two keys allow 
- you to go back to any 
- location within the text 
and make corrections. 





With the floppy disk memory, you 
can pre-edit up to 84 full-page 

messages and have the machine 
transmit them fully automatically 


CS (during a low tariff period for ex- 
You can't see the built-in ample). 


working memory. But you 
can use it to prepare mes- 






The SP 300 is operated via this keyboard. 
This includes dialling, repeat dialling and 
abbreviated dialling. 


AY ik CENTRE sages - even while the Also, connection to data networks supporting 
D machine is in the receive transmission speeds of up to 300 baud, to 
mode. press networks with a remote controlled 


selection system or to other custom networks 
is possible. It's a plug-in-and-go concept. 


^ — —— —X —XÀ — a —— — — —— — — — — — — — — Hasler Ltd. 


. [JWe wish to receive more information about the SP 300 demonstration. Please send us your Information Division 
. literature. | Belpstrasse 23 
C We wish to have an SP 300 demonstration. Please call us to make an appointment. 3000 Bern 14, Switzerland 


O We already own an SP 300. Please send us information on the following upgrade options: Telephone 031/65 21 11 
Ss ee STN lt. albus LL Telex 911 119 hag ch 
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-Our Representatives: SINGAPORE Associated Technical Services (PTE) Ltd., 2nd Floor, Keppel House, H, 
- . Keppel Road, SINGAPORE 0208, Phone: 22115 33, Telex: 21 297, INDONESIA CV. Talang Sewu, Import-Export 
* Trading Coj., JI. Angkasa 10, JAKARTA PUSAT, Phone: 36 15 09, Telex: 46 276, PHILIPPINES AIMCOR Atronics 
— integrated Marketing Corp., Ground Floor, Raha Sulayman Bldg., Benavidez Street, Legaspi Village, Makati, 
^ METRO MANILA, Phone: 818-9656, 818-0869, 818-6990, 818-6998, Telex: 14822, SRI LANKA Infotech Ltd., 
. A 24, Rotunda Gardens, COLOMBO 3, Phone: 547404, 548716, 26248, Telex: 21983, THAILAND, Berli Jucker 
Co. Ltd., 542/1 Ploenchit Road, BANGKOK 5, Phone: 252 40 71(-9), Telex: 81195 
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One of the casualties of the- 
Philippine general election may 
well be Jose Fernandez, newly 


bank, who is known to have 
complained to President 
Ferdinand Marcos that he would 
quit unless given a free hand to 
change bank staff and if 
government officials persisted in 
asking for release of US dollars to 
favoured importers. He also 
refused to release funds for 
projects connected with the . 
election. It is widely believed ` 
that ata 
Marcos accepted Fernandez’ 
resignation. A likely replacement 
would be Cesar Zalamea, . 
chairman of the Development 
‘Bank of Philippines, or Palcido 
Mapa, chairman of the | 
Philippines National Bank. 


| ARAB EYEBROWS RAISED 

E Ambassadors from Arab missions 
in Kuala Lumpur have expressed 
dismay to the Malaysians about. 

| Indónesian amiy commander: 
Gen. Be 














AFGHANISTAN 


Soviet troops suffered — — 


in their assault on the Panjsher: Valley, 
Western diplomats in Islamabad said (15 
May). 


BANGLADESH 

President H. M. Ershad yielded to oppo- 
“sition demands to hold parliamentary 
elections before any other polis, it was re- 
ported (12 May). But the main opposition 
parties denounced his decision to delay 


the elections due to have been held this 


month (14 May). 
BURMA 


Sixteen Burmese troops were killed and 
eight wounded during an attack on two | 


Karen camps near the Thai-Burmese bor- 
der, it was reported (13 May). 


CHINA 


The head of the Hongkong bureau of 
‘Xinhua newsagency, Xu Jiatun, was 
elected to the presidium of the National 
People’s Congress (14 May). Supreme 
commander of the Thai armed forces Gen. 
Arthit Kamleng-ek arrived on an official 
visit (15 May). 


HONGKONG 

Unofficial members of the —— 
and executive councils (Umelco) called for 
some residual» British. presence after 
China takes over sovereignty in 1997, and 
safeguards for British nationals (9 May). 


appointed governor of the central 


a long meeting on 16. May | 


ud 14th round of the Sino-British talks 
















| Edward Youde speaks up on the 
territory's behalf during the 
continuing negotiations in 












ee i Hy Ese ar nt sitit HE ree — — 


| recently he thought Wele 


-SILENT PARTNER 


Contrary to Hongkong’s fond 


_the talks and Youde is simply a 
member of the British team, he 


on the territory's 





understandable) to Israel's. Some 
missions wanted Malay sia, as an 
Islamic country, to raise the: 

matter with Jakarta — also an. 
Islamic Conference member — 

but were dissuaded not only by 
Kuala Lumpur’s reluct tance tog get 
involved, but also by gentle 
reminders that Murdani, though 
Javanese, is a Christian. 


impression that Governor Sir 


Peking on the future, in fact the 
governor is for bidden by protocol 
to address any remarks across the 
table to the Chinese team. As 

Hongkong is not represented at 





nonly address or “speak 
ough” its leader, British 
pence ie Sir Ric hard Evans. 
| It is also reliably learned that 
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s future ended in Peking 
(10 May). Mak Foon Than, accused of the 
murder of a Malaysian banker. denied he 
worked for Malavsian Finance. Minister 
Tunku Razaleigh Hamzah (11 May). 
Umelco members met British Prime 
Minister Margaret Thatcher (15 May). - 


` INDIA 


About 7,000 opposition party activists 


“courted arrest by defying a ban on public 


— 


assembly in New Delhi (9 May). A for mer 
Sikh head priest was shot dead by two 
teenagers in Amritsar (10 May). United 
otates Vice-President George Bush ar- 
rived on an official visit. Sikh militants 
assassinated the Hindu editor-in-chief of 
a newspaper chain in Punjab (12 May). A 
curfew was imposed after the murder, the 
Press Trust of India (PTI) said. A 


Bangladeshi was killed and another was 


wounded by Indian border security forces 
in West Bengal, PTI reported (13 May). Six 
major towns in Punjab were put under 


curfew to head off violence during protest 


strikes, it was reported (14 May). 
INDONESIA 

United States Vice-President George 
Bush had talks with President Suharto (11 
May). Deputy chairman of the Supreme 
Advisory Council and former information 


minister Ali Murtopo died of a heart at- 
tack at the age of 60 (18 May). 


JAPAN 


United States Defence Secretary Cas- 
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Hongkong wished to be better 
represented at the talks (Youde 
accompanied only by Robin 
MeLaren, Hongkong's s political. 
adviser, who is a British Foreign 
Office official), and wished to - 
nominate two other senior 
officials, including the attor ney 
general. China, however, refus ( 
to countenance this. When Youdi 
attempted to take Peter Tsao, 
head of Hongkong's Governmen 
Information Service with him, | 
Peking refused Tsao a visa. 


SCALPEL ROUGE 


Democratic Kampuchea's health 
minister, Thiounn 'Thideunn. a 
Khmer Rouge cadre trained as. 
doctor in France, carries out mon 
than his share of operations on. . 
war-wounded guerilla fighters a 
a jungle field hospital in western 
Cambodia. But while 
international relief workers have 
no quarrel with his skills as a 
surgeon, they are apparently 
concerned at his diagnostic 
abilities and some of the 
judgments he makes on a 

| patient's chances of survival. 
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par Weinberger arrived on an official visi 
(11 May). 


PAKISTAN - | 
The government banned all newspap 
reporting on outlawed political —— 
Muy). 
PHILIPPINES | 
About 10,000 protesters held an anti 
election rally in Manila (13 May). Pollin; 
began for the ! National Assembly election: 
(14 May). Partial unofficial 
showed that candidates of the f: 
Kilusang Bagong Lipunan party migh 
lose 1G of the 21 seats in Manila (15 May) 


SOUTH KOREA | 

Seoul proposed that North and Soutt 
Korean officials meet for the third timet 
discuss the formation of a joint Korean 
Olympic deam. United States Defen 
Secretary Caspar Weinberger held talk: 
with his Sout h Korean counterpart Yoon: 
May). Four South Korean 
were arrested after alleged recruitment a: 
spies by North Korean agents (10 May). 


SRI LANKA 
Separatist guerillas abducted an — 
rican couple from their home in Jaffna, it 
was reported (11 May). The couple were 
released, official sources said (15 May). 


THAILAND 


Pope John Paul II arrived for a 34- hour 
visit gu. ee E 
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The opposition gets a vote of confidence at the president’s expense 


Amber light for Marcos 


By Guy Sacerdoti and Rodney Tasker in Manila 


e 14 May elections for seats in the 

T Philippines new Batasang Pam- 
bansa, or national assembly, had 
been billed here, in the United States 
and in other countries as a crucial test 
for President Ferdinand Marcos. At a 
time when his country is reeling under 
its worst economic crisis ever and with 
his own 18-year authoritarian rule 
threatened as never before — particu- 
larly in the months following the Au- 
gust 1983 assassination of his chief po- 
litical rival, Benigno Aquino — Marcos 
was forced to hold the elections, if only 
to paper over the cracks, appease a 
growing number of critics at home and 
abroad and re-establish his legitimacy. 

The election was not a presidential 
poll. But the vast majority of the coun- 
try's foreign creditors, Manila's politi- 
cal pundits and the US — which has 
the biggest foreign stake in the Philip- 
pines, with huge investments and two 
important military bases in the coun- 
try — all viewed the exercise as a 
barometer in predicting Marcos' poli- 
tical future. 

At the same time, however, it was 
generally felt among all interested 
groups that Marcos' ruling party, the 
Kilusang Bagong Lipunan (KBL), or 
New Society Movement, would have 
little problem fending off the challenge 
posed by the opposition. The KBL, a 
well-oiled political machine compris- 
ing government officials and business- 
men loyal to Marcos, controls large 
segments of all levels of the country's 
political structure — from barangay, 
or district, captains to municipal 
mayors and provincial governors — 
and maintains the financial clout to 
bestow vast amounts of political 
largesse on those people who support 
the Marcos machine. The opposition, 
fragmented and largely leaderless 
since the Aquino assassination, is poor, 
disorganised and plagued by constant 
infighting. 

But as the initial results of the polls 
began to be tallied at unofficial 
“quick-count” centres, it quickly be- 
came obvious that a surprising number 
of Filipino voters were opting for the 
opposition candidates, despite the op- 
position's organisational weaknesses. 
Unofficial results indicated that in 
numerous districts and provinces, the 
opposition won against Marcos’ 
machine with significant majorities. 
The early results also indicated that 
the United Nationalist Democratic Or- 
ganisation (Unido), an umbrella 
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grouping of opposition parties, and 
other smaller parties had won a sizable 
number of the national assembly seats. 
In Metro-Manila, traditionally an 
opposition bastion where national is- 
sues play more on voters' minds than in 
rural areas, independent poll tallies in- 
dicated that opposition candidates 
were beating their KBL rivals — easily 
in many cases — and would take as 
many as 16 of the 21 seats contested. 
But Marcos told US TV networks the 
day following the polls that despite op- 
position successes in some urban areas, 
his KBL would still dominate the rural 
tallies and retain control of the assem- 
bly. This caused many observers to 





wonder whether the unexpected out- 
pouring of anti-Marcos sentiment at 
the polls, coupled with the volatile 
demonstration-oriented mood in Man- 
ila and the need to demonstrate to the 
US that democracy was being allowed 
to make a comeback, convinced Mar- 
cos that this time he would have to let 
the vote in the region around the capi- 
tal speak for itself. But in the coun- 
tryside, where issues are largely per- 
sonalised and where there is less likeli- 
hood that the populace would fight 
back, he could get away with forcing a 
more loyal vote. 

Although early returns were spotty 
at best, major provinces such as Cebu 
in the Visayas, Batangas in south-cen- 
tral Luzon, Pampanga, Tarlac and 
Bulacan, north of Manila, the Bicol re- 
gion in south Luzon and the Mindanao 
provinces around the island's major 


" 





cities of Zamboanga, Davao and 
Cagayan de Oro, all indicated that the 
opposition had made major inroads 
into the assembly. 

But even though few winners had 
been officially proclaimed two days 
after the election, the government's 
newsagency began to report rural re- 
sults which differed radically from the 
unofficial tallies. In some regions, 
armed men surrounded canvassing 
centres. And in others final vote 
counts, which by law were to begin no 
later than 7 p.m. on election night, had 
not yet started 24 hours after the polls 
closed, non-KBL candidates in those 
areas said. Official poll counts are 
done by a Board of Canvassers, which 
adds totals read from precinct tally 
sheets. The unofficial tallies reported 
are derived from certified copies of the 
tally sheets, telephoned or brought in 
to the quick-count centres. While dis- 
crepancies are likely, trend reversals 
would be highly unusual. 

Obviously, Marcos wanted the oppo- 
sition to increase its representation in 
the assembly in order to give his ad- 
ministration badly needed credibility. 
Despite widespread concern about his 
health at the age of 66, Marcos is be- 
lieved to have told his aides that he 
now feels fit enough — after an opera- 
tion with complications at about the 
time of the Aquino assassination — to 
remain at the top for perhaps another 
decade. On 12 May he told a nation- 
wide TV audience he intends to run 
again for the presidency in 1987. 

Factions within his own party, how- 
ever, and well-placed business friends 
are already planning for his departure 
from the scene. The elections were cru- 
cial for those with presidential preten- 
sions because it is important for them 
to show clearly and early that they 
maintain enough grassroots support to 
become presidential timber. Many of 
those who have been mentioned as po- 
tential presidential candidates either 
lost the last elections — held before 
martial law — and their cabinet posi- 
tions, or never ran before. 







hile Minister of Defence Juan 
Ponce Enrile, who was defeat- 
ed when he ran for senator in 
1971 but has publicly said heintends to 
run for the top post if Marcos decides 
to step down, apparently won on the 
KBL ticket in Cagayan province in 
northern Luzon, Minister of Labour 
Blas Ople, who also lost a 1971 sena- 
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torial bid, did not fare as well. Initial 
returns from his home province of 
Bulacan indicated that he was running 
third in a race for one of four contested 
seats, with a Unido candidate leading 
the field. 

One of the most powerful men in the 
Philippines, Eduardo Cojuangco who, 
as a congressman in the late 1960s, be- 
came a close friend of Marcos and now 
runs the country's huge coconut indus- 
try as well as its largest company, the 
San Miguel Corp., also had a big stake 
in the election. While not running him- 
self — he shies away from the political 
limelight — the candidates he sup- 
ported, whether KBL or opposition, 
had mixed results. 

Hailing from Aquino's home pro- 
vince of Tarlac, he had a fight on his 
hands to get his sister, Mercedes Teo- 
doro, re-elected at the top of the pro- 
vincial ticket. Two days after the polls, 
results were contradictory. with unof- 
ficial counts showing opposition can- 
didate Jose Yap in the lead. Govern- 
ment reports had Teodoro well in 
front. No official results had yet been 
tabulated. And in the southern Min- 
danao city of Zamboanga, Maria Lob- 
regat, a major figure in the coconut in- 
dustry, was running as an independent 
against feisty opposition mayor, Cesar 
Climaco. Early results from the south 
showed Climaco well in the lead. 

The apparent victory of Prime 
Minister Cesar Virata, who was a pre- 
sidential appointee to the last assem- 
bly and who had never run for public 
office (he was appointed finance 
minister in 1970), is significant as 
Virata has emerged as an essential fig- 
ure in the eyes of foreign bankers and 
businessmen. 

After an argument at the presiden- 
tial palace, during which friends of 
Marcos' powerful wife Imelda sought 
to have Virata taken off the ticket in 
his home province of Cavite, the prime 
minister became set on winning. With 
most returns in, he looked set to beat 
his nearest rival, Mrs Marcos' friend 
and independent candidate Helena Be- 
nitez, by 75,000 votes. That result is ex- 
tremely important. For while Marcos 
could always reappoint Virata to his 
present position, the prime minister 
might have felt obliged to stand down 
had he come in second. 

Now that the election ballyhoo is 
over, Marcos can get back to the busi- 
ness of government. First and foremost 
he must deal with a shattered and 
further deteriorating economy. When 
confidence waned following the 
Aquino assassination, foreign bankers 
refused to renew loans and the Philip- 
pines joined the line of Latin countries 
seeking major debt rescheduling. 

The election, along with some false 
central bank statistics, stalled talks for 
critical emergency loans and decisions 
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on a programme to help the ailing 
economy. Marcos is well aware of the 
need to tackle the financial mess; on 
election day, he stressed that the first 
priority of the new assembly would be 
to deal with the economy. 

But Marcos has another critically 
important item on his immediate post- 
election agenda. The most immediate 
political task will be to draw up a new 
cabinet, probably excluding those 
ministers who failed to be elected in 
their constituencies — Marcos is on re- 
cord as saying any of his ministers who 
were defeated in the election would 
lose their cabinet posts. 


least four ministers seemed 
likely to fail in their bids to be 
elected to the assembly. They were 
Minister for Political Affairs Leonardo 
Perez, running in Nueva Viscaya pro- 
vince; Agriculture Minister Arturo 
Tanco, who fought cabinet colleague, 
acting Foreign Minister Manuel Col- 


Be on initial polling trends, at 
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lantes, and the might of the opposition 
Laurel family in Batangas province; 
Natural Resources Minister Teodoro 
Pena, who faced a formidable chal- 


lenge from the Unido candidate, 
former senator Ramon Mitra, in Pala- 
wan, and Land Reform Minister Con- 
rado Estrella, who did surprisingly 
badly in Pangasinan province, where 
he had been considered something of a 
political warlord. 

Marcos does have the power to add 
17 appointed members to the 183 
elected members of the assembly. So it 
remains to be seen who, if any, among 
the unelected ministers he reappoints 
along with the handful of cabinet 
ministers who did not run in the elec - 


tions (including four technocrats, 
Minister of Trade and Industry 
Roberto Ongpin, Budget Minister 
Manuel Alba, Energy Minister 





Geronimo Velasco and Education 
Minister Jaime Laya). It is likely that 
those Marcos does appoint will be from 
the ranks of the technocrats. 

But in the long term, Marcos may 
have more of a problem keeping his 
own party in line. With his health still 
in question and having lost a great deal 
of credibility since the Aquino murder, 
the president is now seen as less of a 
powerful ogre who can command ab- 
solute loyalty from his supporters. And 
with his political mortality now a bit 
more in focus — particularly if the 
economy continues in its current 
tailspin — former stalwarts from his 
party may start to jostle for power on 
their own account. 

As for the opposition, it seems 
doubtful that the Unido leader, former 
senator Salvador Laurel, will remain 
at the helm for much longer, his group- 
ing's good showing notwithstanding. 
Laurel's credibility has been ques- 
tioned by many of his colleagues 
throughout his leadership, not only be- 





cause he and his family were consi- 
dered Marcos loyalists throughout 
most of the country's martial-law 
years but because he failed to exploit 
fully the massive outpouring of anti- 
Marcos sentiment following Aquino's 
assassination and has presided over a 
disunited, squabbling opposition ever. 
since. 

The election aftermath may see à 
shift of opposition emphasis not onl 
to successful Unido candidates, sud 
as former senator Eva Kalaw, who top- 
ped the Manila City slate, but towards 
disenchanted KBL members who were 
not picked as election candidates, or 
who ran as independents for the oppo- 
sition. There could be more coopera- 
tion among all parties in the assembly, 
which would amount to more of a 
check on Marcos' power. 

Outside the party system, Marcos 
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desperation in their 


ns. It was the white-collar workers 
Makati who emerged as the most 
able. anti-Marcos 
er Aquino’ s death. 

hey may now feel that with Marcos' 
dership still impregnable and with 
| president likely to receive a pat on 
. back from the US for holding an 


demonstrators 


necessary support from Washington — 
they should opt for a more militant ap- 
proach. 

‘The more radical opposition is al- 
sady talking about trying to enlist the 
ipport of certain politicians “whom 
e can work with" from both govern- 
ient and moderate opposition ranks, 

cluding businessmen, but excluding 
10se like Laurel, who they see as Mar- 

3s collabor ators. The Left is expected 
try to bring these individuals into an 
i-Marcos front. 


, n interesting focus during the 
| election was — Metro-Manila, 
where many voters still looked 





ie to ensure that their votes were 
tly registered. - 
| 19 78 poll conveniently kept the 
. opposition slate in Manila 
d by Aquino — who campaigned 
ail — out of the assembly, while 
KBL candidates led by Mrs Mar- 
vere successful. Few believed this 
rue result, and there were wide- 
|. allegations of massive rigging 





e and. ensure that Mrs 
































JL. Her husband joined her in her 
reme optimism only on the day of 
ction, when he was interviewed 
'orrespondents as he accompanied 
wife to see her vote at a polling 
ntre near Malacanang Palace. But 
1 had to eat their words as the Man- 
election results trickled in the fol- 
owing day. 

The essential difference between the 
978 exercise, carried out while the 
ouniry was still under martíal law, 
nd this one was that before Filipinos 
ld shrug their shoulders and adopt 
attitude that whatever Marcos 
inted he would get. There were no 
ontaneous protests as the KBL clean 
eep was implemented in Manila in 
78, not only because of a fear of gov- 
rnment retribution backed by the 
litary but because people at the time 
elt that their strongman president's 
zord was law. But the Manila resi- 
ents in d^ 1984 are ina very differ- 


> to remove Marcos by peaceful 


ection — and thus a guarantee of. 


in anger at the last national as- 
ibly elections of April 1978. Oppo- - 
on supporters were determined this 


off cials to keep Aquino out of the - 
3 Marcos 


| itself unùsual. 
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By Guy Sacerdoti i in Catbalogan, West Samar 


hen the light utility vehicle carry- 
Wine Agapito “Butz” Aquino, .the 
younger brother of slain former sena- 
tor and opposition leader Benigno 
Aquino, reached the top of.a hill over- 


looking this provincial capital on 10. 


May, 1,000 young people were loung- 
ing under the lush foliage growing 
along the roadside. 

As Aquino and his party got out of 
the vehicle, another 2,000 people sud- 
denly appeared, descending the sur- 
rounding hills carrying placards lam- 
basting the "US-Marcos dictatorship" 
and the "farce elections" and unravel- 
ling the banners of the Left. 

The ensuing march down the hill and 
into the small port town was more than 


just a triumphal march by the brother | 


of the slain hero. It was also a graphic 
demonstration of the support the New 
People's Army (NPA), the armed wing 
of the banned Communist Party of the 
Philippines, can muster a iong the vil- 
lagers of Samar’ shinterland. ^. 

The island of Samar, southwest of 
Manila, has. only about 1 000 NPA 











. members, but their influence i is clearly 


greater here than their numbers might 
suggest. ' ‘Walk for an hour-and-a-half 
in any direction from the city and you 
will be inside one of our zones," 
claimed a local leader. 

The election-boycott rally, with its 
militant speeches, anti-imperialist 
skits and Aquino's long talk about his 








brother's murder in August. 1983. and 
the hopelessness of trying to hold clean 
elections under the governi nt of Pre- 






sident Fer dinand Marcos, 


Dirty tric * b ` 





What made this rally unique was the 
claim of the NPA participants and 
their leaders that they had enough 
arms close by to defend the gathering if 
government forces tried to break it up. 
Whether or not the boast was justified, 
the military stayed away. Col Hernani 
Figueroa, intelligence chief of the is- 
land's. Regional Unified Command, 
explained somewhat hesitantly that 
the military stayed its hand "because it 
was a very peaceful rally.” 

To many Filipinos, the boycott 
movement has become synonymous 
with the Left, Since the Aquino assas- 
sination, the NPA and leftist organisa- 
tions which make up the National 
Democratic Front (NDF) have made 
their preser ce felt with iner easing im- 
pact. The NDF began asserting itself 
with measured involvement in the so- 
called confetti marches which domi- 
nated the Makati business district of 
Metro-Manila last September and Oc- 
tober follówing the Aquino killing. 

It later played an important role 
during the electoral debate at the turn 
of the year over whether to participate 


| inor boy cott the 14 May parliamentary 


election. And as the election ap- 
proached, the NPA began a prop- 
aganda campaign, allowing Philip- 
pine-based foreign journalists to visit 
camps in its mountain strongholds and 
using urban contacts to get its message 
across to visiting media representa- 
tives. 

But not all those involved in the 


boycott movement are leftists, particu- 


larly in urban centres such as Manila. 
There, — include business- 


business as usual 


I: the Philippines, dirty tricks. are 
synonymous with elections, From the 
polling booth to precinct tallies and 
the final canvassing of returns in pro- 
vincial centres, cheating is.rife. And 
this election was no exception. Of the 
30 precincts in three central. Luzon 


provinces visited by the REVIEW, not. 


one followed the election code. While 


some voting safeguards were ignored 
in every provincial precinct visited, | 


one serves as an example. | 
Zaragosa, Nueva Ecija, is the birth- 
place of Rolando Galman, who the 
government claims assassinated oppo- 
sition leader Benigno Aquino. In the 
ict of del 
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Pilar, b: llot boxes were left 









only partially locked. Sample ballots 
for government candidates were 
strewn on the floor under the voting 
booths. Ilegal posters promoting gov- 
ernment candidates were spread 
across the school walls. 

Del Pilar's bara agay (local district) 
leader, Elpidio Perman, had been hov- 
ering around polling precincts since 
morning, talking to voters. Barangay 
officials are allowed in precincts only 
to vote. He had voted, he said, but was 
not sporting “indelible ink” on his 
forefinger. When asked why, he 


explained he had already washed it off 
. With petrol. (The indelible ink, which 


the government purchased from the 


United States for US$300, 000, was de- 








men and professionals along with large 
numbers of people from local baran- 
gays, or districts. While the most visi- 
ble influence on the boycott campaign 
is from the Left, the movement's 
leadership is dominated by anti-gov- 
ernment nationalists. 

Aside from Aquino, who has rapidly 
developed from an amateur politician 
into a polished speaker and crowd- 
gatherer, long-respected politicians 
such as former senators Lorenzo 
Tanada and Jose Diokno led the 
movement. The day before the election, 
about 10,000 boycotters coverged on 
Luneta Park in Manila to hear the 
leaders speak. That evening and on 
election day, noise barrages were sche- 
duled to press home the boycotters' 
point, but the turnout was poor, 
perhaps an indication of the elec- 
toral onslaught against Marcos that 
followed. 


he rationale for a boycott, opposi- 

tion spokesmen say, is obvious: 
» The electoral process is a sham, be- 
cause as long as Marcos maintains his 
power to rule by decree, the legislature 
can be no more than a rubber-stamp. 
Even if it voted against a presidential 
directive, Marcos could overrule it. 
» The United States, Manila's super- 
power benefactor, is set on maintain- 
ing its military bases in the country 
along with its economic influence, and 
to do that it must keep a government in 
power which, while projecting an 
image of participatory democracy, is 
tough enough to control anti-bases 
nationalists and communist insur- 
gents. 
» Many of those who chose participa- 
tion in the election are thus, by defini- 
tion, pliable to Marcos’ political whims 
and do not deserve the support of the 
people. 

Still, support of the boycott was 
spotty. In areas surrounding Catbalo- 


signed to keep registrants from voting 
twice.) One poll clerk in the precinct 
said she did not use the ink because she 
did not want to ruin her nail polish. 

Under the rules, when the polls close 
at 4 p.m., the election chairman and 
two party pollwatchers open the boxes 
and start the count on public tally 
sheets. When completed, the votes are 
stuffed into special envelopes, sealed 
and signed by the three along with the 
poll clerk and transferred to district 
registrars who place the returns into 
new ballot boxes for provincial can- 
vassing. By 1 p.m. on election day, one 
del Pilar precinct already had its en- 
velope signed and thumb-printed. 

In Manila, where the presence of 
more National Citizens Movement for 
Free Elections volunteers and foreign 
observers provided a check, fewer vot- 
ing violations were evident in five of 
the 13 districts visited. But barangay 
officials still waited about at poll- 
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gan, the Mindanao city 


Bicol region of southern Eikon and in l 


other parts of the country where the 
NPA is influential, boycotters clearly 
maintain the upper hand. But in 
numerous other areas, its appeal is 
minimal. In Taguegarao, for example, 
in the northern Luzon province of 
Cagayan, Aquino arrived early in the 
campaign period for a rally and was 
greeted by only two people. In areas 
such as Cavite, south of Manila, politi- 
cal largesse by some candidates has 
excluded some of the more idealistic 
boycottets. 

Both the largesse and personalised 
politics that are characteristic of the 
Philippines have created serious obs- 
tacles for the boycotters in their efforts 
to disrupt the polls. Many potential 
boycotters have been enticed to vote by 
promises of cash payments and village 
heads and some municipal mayors 
have been promised substantial deve- 
lopment funds if they can bring out the 
vote for the government. 

The reliability of voters’ lists is also 
in question. The Commission on Elec- 
tions hascome up with a total voter-re- 
gistration figure of 25 million. Pub- 
lished government population esti- 
mates of those of voting age — issued 


prior to the recent March-April regis- 


tration — indicate the total to be closer 


je | to 23.5 million. Still, the new voter 


total is only 85% of those who regis- 
tered to vote (29.4 million) in the 
January plebiscite for the latest batch 
of constitutional amendments. 

Also, in some areas, the military, 
while not officially taking sides in the 
election, is engaged in bringing the 
vote out and presenting a show of 
force. In Makati, for example, on the 
day before the election, troops in Jeeps 
and armoured personnel carriers pat- 
rolled the streets, M16 rifles at the 
ready. 

The NPA had said that in areas 
where it has influence, it intended to 
"enforce the boycott" by snatching 
ballot boxes. On election day, early re- 
ports indicated that at least 300 ballot 
boxes were stolen, mostly in NPA 
strongholds on the southern islands, 
while some 91 people, mostly military 
personnel, had been killed. 

But in the final analysis, the boycott 
failed to garner enough urban support 
to affect significantly the election re- 
turns. And in the quick-count centre 
on election night, with preliminary re- 
sults showing opposition candidates 
ahead in most races, Aquino conceded 
that if Marcos allows the opposition 
even 35 seats in the final count, he 
should have supported poll participa- 
tion. o 
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ing centres, distributed sample ballots 
for the government and tried to influ- 
ence voting, And the real attempts to 
manipulate occurred after polls had 
closed, when returns were stuffed into 
new boxes for district counting by 
the three-member Board of Canvas- 
sing. 

In Pasay City, for example, munici- 
pal officials threw out watchers and 
"counted" on their own. Ballots were 
emptied in Mandaluyong and burned. 
And in the business district of Makati, 
a surprisingly close showing by the op- 
position led to the confiscation of more 
than 200 ballot boxes. In Pasay City, 
the three ballot-box keys were at- 
tached to the boxes, instead of being 





with the election registrar and the two 
watchers. The opposition watcher did 
not have his tally sheets he could com- 
pare with those held by the registrar. 
As the demonstrators milled about 
below, the city administrator moved 
around the fourth-floor canvassing 
area, barking answers to journalists’ 
questions; an automatic pistol prot- 
ruded from his back pocket. In Makati, 
Mayor Nemesio Yabut denied having 
tampered with ballot boxes and then 
immediately produced his own tally 
showing his candidate with a 5,763- 
vote majority over opposition candi- 
date Aurora Pijuan-Manotoc — before 
the count officially ended. 
— RODNEY TASKER and GUY SACERDOTI 
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Zhao, with other NPC members, reads his report: ‘could do better.’ 





CHINA 





Progress is satisfactory 


The National People's Congress is told there 
are both pluses and minuses on modernisation 


By David Bonavia in Peking 

hina's Premier Zhao Ziyang identi- 

fied irrational pricing of goods and 
inefficiency in the building industry as 
the two biggest factors holding back 
progress towards the goal of quadrupl- 
ing the country's output by the year 
2000 when he gave the keynote speech 
at the National People's Congress 
(NPC) session on 15 May. The session 
— the second of the 6th NPC — was ex- 
pected to re-examine the need for mili- 
tary ranks in the People's Liberation 
Army and the rules governing con- 
scription. Considerable attention is 
expected to be given to questions of 
law and order, and the rights and 
duties of China's ethnic minorities. 
Laws on measures to curb water pollu- 
tion and improve fire prevention were 
approved by the preliminary session of 
the Chinese People's Political Consul- 
tative Conference. 

Zhao professed himself fairly satis- 
fied with the country's performance as 
a whole in 1983, but called for better 
progress in utilising the talents of in- 
tellectuals who were persecuted in the 
Cultural Revolution. The premier reit- 
erated China's position that Hongkong 
would revert to Chinese sovereignty in 
1997, and the adoption of various mea- 
sures to protect the territory's stability 
and prosperity for 50 years thereafter. 

The per capita income of Chinese 
citizens was on the rise, Zhao added 
(though he did not say how this was af- 
fected by the mild but continuing in- 
flation). Urban dwellers showed an in- 
come increase of 6.4% to Rmb 526 
(US$242), while that of the peasants 
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had risen by an average 14.7% to 
nearly Rmb 310. 

Turning to one of the major prob- 
lems of the Chinese economy, Zhao 
said: "The price system in particular is 
irrational." Arbitrarily set prices laid 
down by government organs, and not 
based on sales and market values, not 
only hold up industrial progress on ra- 
tional lines, but make the compilation 
of accurate statistics on gross national 
product, national income and so on, al- 
most impossible. As any urban dweller 
in China could have, Zhao added: “The 
building industry has long been 
plagued with problems like low effi- 
ciency, high rate of consumption, and 
enormous waste and technological 
stagnation.” 

Nonetheless, cement and glass in- 
creased by a generous margin in last 
year's production figures, a healthy 
sign. In addition, the government an- 
nounced one day before Zhao's speech 
that in future urban dwellers would be 
permitted to build their own houses — 
a big departure from the present sys- 
tem, under which only peasants have 
that freedom. 


hao's speech reflected the current 

euphoria about conditions in the spe- 
cial economic zones originally set up in 
Guangdong province close to Hong- 
kong and Macau, and recalled that a 
further 14 coastal cities (mostly former 
"treaty ports" dominated economi- 
cally by foreigners) had been reopened 
to outside investment. 

The most important measure likely 


to come out of this congress is the re- 
storation of ranks to the PLA and 
(eventually) the supply of smart new 
uniforms to replace the olive sacks 
which soldiers now wear. The dowdi- 
ness of the PLA — right up to general 
rank — has been criticised publicly by 
Gen. Yang Shangkun, permanent ad- 
ministrator of the important central 
military commission. 

Meanwhile the communist party is 
pushing ahead with its long-promised 
reforms and purges of unrepentant 
leftists, officials who abuse their 
power and economic criminals. Barely 
a day passes now without reports in the 
media of corrupt or oppressive party 
cadres being disciplined in the pro- 
vinces. Charges range from peculation 
to rape, but in not a few cases the ac- 
cusations are of a political nature: one 
got his supporters to push him for elec- 
tion to a local congress, another held 
up planning and construction work 
through pushing a leftist viewpoint 
and confusing others. The disciplinary 
measures may seem light — rebuke, 
probation, even expulsion from the 
party. 

But such charges will hang heavily 
around the necks of people who have 
been dragging their feet over the re- 
form programme promoted by elder 
statesman Deng Xiaoping, Zhao, Gen- 
eral Secretary Hu Yaobang, and 
others, to eliminate the remnants of 
"Maoist" leftism. 

Apparently despairing of finding 
sufficient numbers of the right kind of 
activists in the middle ranks of the 
party — those most heavily affected by 
Maoist thinking — the leadership is 
putting increasing emphasis on the ad- 
vancement of young cadres, and giving 
encouragement to peasants and un- 
employed urban youth to set up their 
own industries, regardless of charges 
from the Left that this is a form of 
"capitalism. " 

Zhao's speech laid particular em- 
phasis on successes of Chinese diplo- 
macy over the past year. The premier 
was probably thinking of the visits to 
China by Japan's Prime Minister 
Yasuhiro Nakasone and United States 
President Ronald Reagan, as well as 
the linked growth of a Chinese global 
strategic policy, leaning back again to- 
wards the US after a period during 
which it seemed to be almost equidis- 
tant between Moscow and Washington. 

Relations with the Soviet Union 
have been set back by the postpone- 
ment (perhaps cancellation) of the 
scheduled visit by Deputy Premier 
Ivan Arkhipov, who was to head the 
Soviet delegation at the Sino-Soviet 
talks which have been in progress since 
1969. 

Highly placed Chinese officials 
speculate that Arkhipov was an ap- 
pointee of the late president and party 
leader Yuri Andropov, and that An- 
dropov's successor, Konstantin Cher- 
nenko, does not think so highly of 
him. oO 
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North Korea's Kim Il Sung is off to Moscow to 
look for aid, while still keeping China on side 


By Richard Nations 
t a stroke, Asia's most isolated lead- 
er, North Korean President Kim 

Il Sung, has thrust himself to the centre 
of theinternational stage with a visit to 
Moscow which threatens to upset the 
delicate power balance in Northeast 
Asia and complicate China's opening 
to the United States and Japan. 

According to unconfirmed diploma- 
tic reports, Kim will visit the Soviet 
Union on 23-26 May and then continue 
on an extensive tour of Soviet-bloc 
countries in Eastern Europe. Accord- 
ing to reports, he will be accompanied 
by his son, Kim Jong Il. It will be the 
first time the North Korean leader 
who is said to fear flying — has travel- 
led to Moscow in 17 years; he prefers to 
remain at home, where he has success- 
fuly negotiated around the Sino- 
Soviet split to preserve his indepen- 
dence with only a slight leaning in re- 
cent years towards China. 

Moscow also has had its reasons to 
remain aloof from the idiosyncratic 
Kim, fearing that an embrace of North 
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Korea would dilute its overtures to Pe- 
king, Tokyo and Seoul, while too close 
an association with the country's 
dynastic politics could only prove an 
embarrassment for the Soviets as far as 
fraternal socialist parties are con- 
cerned. 

But Kim could hardly have chosen a 
more opportune moment to visit. The 
Soviet boycott of the Los Angeles 
Olympics clearly signals that Moscow 
is out of patience with US President 
Ronald Reagan; and not long after 
Reagan's warm reception in Peking, 
the visit to China of Soviet First De- 
puty Premier Ivan Arkhipov the 
highest-ranking Soviet official sche- 
duled to go to China in 15 years — was 
abruptly cancelled. 

The moment is therefore ripe for 
Kim to press for substantial Soviet as- 
sistance, as well as for a Soviet en- 
dorsement of the succession of his son 
— two items North Korea-watchers 
think top his Moscow agenda. Both 
sides are expected to put the emphasis 
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the visit is already being read as a 


shared protest against the evolving en- 
tente among Washington, Tokyo and 


Peking. 
But Kim has no overt intention to 
downgrade relations with Peking. 


Adept at the art of diplomatic balanc- 
ing, the North Korean leader has pre- 
ceded his departure to Moscow witha 
demonstration of friendship with Pe- 
king during a week-long visit to North 
Korea early in May by Chinese Com- 
munist Party General Secretary Hu 
Yaobang. 

Hu arrived in Pyongyang on 4 May — 
his third visit in two years — to be per- 
sonally greeted by Kim, who then ac- 
companied him on a tour outside the 
capital in a warm gesture of hospitality 
from the man who considers himself 
the last of the true revolutipnaries 
anointed by Stalin. In all, more than 
1.5 million North Koreans, according 
to the official Rodong Sinmun, were 
turned out to greet Hu the largest 
welcome yet orchestrated for a visiting 
leader from any country 


ittle is known of what transpired in 

two days of official talks on 5-6 May 
in Pyoigyang's Kumsusan assembly 
hall. But Peking-based North Korea- 
watchers say that Kim was in a good 
position to explain to Hu that his en- 
deavour to improve relations with 
Moscow is not directed against China, 
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= ed foreign governments that the 
= North had neither the means nor 
_ the will to invade the South, an as- 


_ that Peking no longer considered Pyong- 


EY 


_ Tass. Although China was not men- 


monologue, observers read it as a clear 
 . warning to Peking that it is drifting 


enemies while Moscow and the North 


Nonetheless, turbulent undercur- 





. rents have disturbed the smooth sur- 


face of Sino-North Korean relations, 
particularly since four South Korean 
cabinet ministers died in a North Ko- 
rean bomb attack in Rangoon last Oc- 
tober. Hu made a successful visit to 
Tokyo a month after that. Since then, 
Peking-based diplomatic sources 
claim, mutual suspicions have led each 
nation to question the other's reliabil- 
ity. 

According to diplomatic sources, 
Kim first sounded Moscow out for an 
invitation after Hu's November visit to 
Tokyo. Hu was widely reported to have 
told Japanese Prime Minister Yasuhiro 
Nakasone that China and Japan 
should cooperate to prevent tensions 
on the peninsula from escalating into 
military confrontation. This would be 
seen from Pyongyang as "interfer- 
ence" designed to deny the North a 
military option in reuniting the S: 
peninsula — the same sovereign ^ **; 
right which China refuses to ab- 
jure even to make its own over- 
tures to Taiwan more credible. 

Prior to Hu's remarks in Japan, 
the Chinese had privately reassur- 


surance Hu is believed to have re- 
ceived personally from Kim. 


H: appeal to Nakasone was thus 
read by many as a clear indication 


yang reliable. The subsequent es- 
trangement provoked the outspoken 
Kim to show his dissatisfaction with 
China’s foreign policy in a 31 March 
interview with the Soviet newsagency 


tioned once in Kim's 3,000-word 


into collusion with  Pyongyang's 
continue to share common strategic in- 
terests. 

Kim praised the Soviet media “for 
denouncing moves to form a triangular 
military alliance of the US im- 
perialists, the Japanese militarists and 
the South Korean puppets.” In a con- 
trast Kim did not need to point out, 


— China has remained silent on the US- 


South Korea wargames, code-named 
Team Spirit ‘84, the largest combined- 
forces joint military exercises yet held 
in Northeast Asia in peacetime. 

Kim praised the Soviet Union for 


. “heightening the vigilance against the 


king 


revival of Japanese militarism." China 
on the other hand appeared to accept 
Nakasone's public assurances in Pe- 
in March that Japanese 
militarism is a thing of the past, 
another contrast only implied between 
the lines. 

He described North Korea's re- 
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flexible on Cambodia, where 

yang has been backing Peking's anti- 
Soviet support for the Democratic 
Kampuchea coalition. In this context, 
Kim said that if “we have differing 
views, they are trifling matters which 
can usually be seen among countries.” 

According to diplomatic sources, 
Soviet officials in Pyongyang recently 
began to remind the Northerne:s that 
"it is the Soviet Union and not China 
which can come to North Korea's aid in 
the event of an emergency." Observers 
read this as a broad hint that Moscow 
might reconsider its policy of not mod- 
ernising Pyongyang's air force to 
match the F16As Seoul is receiving 
from the US. 

Hu no doubt also explained to Kim 
that recent sports exchanges with 
Seoul are not intended as a step to- 
wards recognising Pyongyang's adver- 
sary, but form part of Peking's wider 

design to pave the way for North 

Korea's own breakthrough to the 


^ 
















West by inducing Tokyo and Washing- 
ton to reciprocate with expanded con- 
tacts with the North. This policy mir- 
rors the Reagan administration's Korea 
policy since Secretary of State George 
Shultz was appointed. 

Shultz relaxed restrictions on US of- 
ficials' contacts with North Korean 
diplomats and in September 1983, a 
senior administration official told the 
REVIEW, Washington passed a message 
to Pyongyang through the Chinese say- 
ing that the US was prepared to start 
talks with Pyongyang "on the condi- 
tion that South Korea participate on 
an equal footing.” 

Pyongyang and the Chinese view 
North Korea’s formal 10 January pro- 
posal for three-party talks with 
Washington and “South Korean au- 
thorities who will participate on an 
equal basis” as a response to 
Washington’s September demarche. 
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goon episode, however, 
e diplomatic momentum 
drawing Peking and Washington to- 
gether towards a Korean conference; 
at the same time it restored a veto to 
both North and South Korea over at- 
tempts by outside powers to arrange 
the peninsula's affairs. 







outh Korea insists that an apology for 

Rangoon is a test of the North’s sin- 
cerity, and Pyongyang refuses to par- 
ticipate in any international gathering 
without a guarantee that Rangoon will 
not be raised. Peking has no more 
choice than Washington in closing 
ranks with its Korean ally, though 
both wish to preserve their room for 
manoeuvre, US officials are without 
hope of a conference in the foreseeable 
future, though they are convinced of 
China's determination to explore ways 
to reduce tensions. 

Hu therefore had little concrete to 
offer Kim from the recent Nakasone 
and Reagan visits. Nakasone rebuffed 
Hu's personal appeal to open a politi- 
cal and economic dialogue with 
Pyongyang, and Chinese Foreign 
Minister Wu Xueqian failed to per- 
suade Shultz in their talks during the 
Reagan visit that “Rangoon is now be- 
hind us.” Both Chinese and US dip- 
lomats refer in private to the example 
of East and West Germany where a 
conference came at the end, rather 
than the beginning, of a process of 
“confidence-building measures.” 

However, failure to produce any new 
openings for Kim no doubt weakened 
Hu's hand in trying to draw Pyongyang 
out of its isolation and away from Mos- 
cow. In the past, Kim’s Soviet card has 
forced the Chinese to endorse the very 
tendencies in North Korean politics 
which it hopes “modernisation” will 
dispel in China. 

The first signs that Peking had put 
its seal on the dynastic succession in 
Pyongyang — a photograph of Kim 
Jong Il shaking hands with Chinese of- 
ficials published in the People's Daily 
in September 1983 — was apparently 
the price necessary to prevent Kim 
moving closer to Moscow to protest 
against Peking's direct dealing with 
the South Korean Government follow- 
ing the hijacking of a Chinese airliner 
in May 1983. 

This time China's official Xinhua 
newsagency reported Hu “warmly 
shaking hands" with Kim Jong Il, and 
in another concession to the Great 
Leader's personality cult, Hu visited 
Kim Il Sung's birthplace at Mang- 
yongdae where he reportedly “greatly 
revered" the Northern comrade. This 
smacks of the ruinous Cultural Revo- 
lution, which Peking is trying to bury. 
However, "when Moscow has the 
hardware and Peking only has free ad- 
vice," a Western diplomat commented, 
"sometimes you have to stoop to con- 
quer." oO 
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Master strategist Vo Nguyen Giap returns to the site of Hanoi's 
defeat of the French in 1954 and extols the merits of people's war 


By Paul Quinn-Judge in Dien Bien Phu 


en. Vo Nguyen Giap came back to 

Dien Bien Phu, the scene of his 
greatest victory, late last month. How- 
ever, he was pretty business-like: Giap 
had apparently come to check the pro- 
gress of preparations for the 30th an- 
niversary of his devastating defeat of 
French forces and did not seem to feel 
the need to pause and ponder over the 
battle. And, though given plenty of en- 
couragement by a small group of jour- 
nalists which met him, he did not seem 
to want to reminisce. 

When the French created the enorm- 
ous sprawling base here in late 1953, 
they intended it as a trap for the 
nationalist Vietminh. Giap was to be 
tempted to engage the French in a set- 
piece battle — something Giap had 
done two years earlier with disastrous 
results — and would be destroyed. 

Instead, Dien Bien Phu became a 
trap for the French. The Vietminh 
achieved a feat French planners 
thought was impossible: they brought 
their artillery onto the hills overlook- 
ing the base. Then they neutralised the 
French artillery, prevented resupply 
by air and gradually strangled Dien 
Bien Phu. While French supply lines 
were quickly blocked, the Vietminh 
supply trail over horse tracks and 
jungle paths was never broken. Tens of 
thousands of civilian porters brought a 
constant supply of munitions and food 
to the Vietminh troops. The logistics 
effort then prefigured the Ho Chi Minh 
Trail, used so effectively against the 
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Americans. Work on the trail along 
Vietnam's borders with Laos and Cam- 
bodia began four years after Dien Bien 
Phu's fall. 

"Every kilo of rice delivered to the 
troops," Giap told the journalists, 
"cost us 21 kilos" in food for the port- 
ers. By the time Dien Bien Phu surren- 
dered after 56 days of siege, more than 
2,000 French troops had died. Ten 
thousand were taken prisoner. The 
Vietnamese still refuse to divulge the 
number of their dead: most estimates 
begin at about 8,000. That figure, how- 
ever, does not include the civilian port- 
ers who died in the effort. 

Giap met the press on the hill the 
French called Eliane, the scene of some 
of the toughest and most prolonged 
fighting. Eliane dominated the valley 
and the headquarters of the French 
commander, Gen. Christian de Cas- 
tries. When the hill fell on 6 May, 
further defence became futile. De Cas- 
tries surrendered the next evening. 

Giap looked quite fit, but he has 
aged a lot over the past few years. He is 
thinner now, his voice is soft and his 
eyes look tired. A couple of officious 
young military aides bustled around as 
he talked. At one point, as a TV camera 
started filming, one of them leaned 
over and straightened the general's tie 
(the tie did not need straightening). 

Giap's ideas, though, had not 
changed. Asked what aspect of the bat- 
tle had left the most lasting impres- 
sion, Giap launched into a classic de- 
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A lesson from the general 


finition of people's war. Vietnam's 
enemies since 1945, he said, had al- 
ways been confident of success. They 
had modern equipment and machin- 
ery, and plenty of air support. The 
Vietnamese, he said, had also been 
confident: they had the people “and 
people are the most important, the de- 
cisive factor." An army fighting for its 
freedom has great powers of initiative. 
"It is always surprising the enemy,” he 
said, adding that this was a lesson the 
imperialists never learned. “They are 
stupid pupils,” he said, “they are in- 
capable of learning from experience.” 

The theory of people's war is rapidly 
being relegated to the history books in 
Vietnam, but one can imagine the old 
general repeating the same lesson to 
Vietnam's present-day military com- 
manders, who are intent on building 
up à conventional, modern fighting 
force. 


A nou. Giap’s early training was 
academic rather than military, even 
his name seems to have destined him 
for warfare. One meaning of giap in 
Vietnamese is armour. (Ironically, 
while many of Vietnam's top leaders 
changed their names at various 
points in their careers, Giap’s name 
seems to be the one he received at 
birth.) 

Giap was born in 1910 in Quang 
Binh province. His father was a peas- 
ant — according to some accounts, one 
with some training as a scholar. 
Around 1923, he went to the Quoc Hoc 
school in Hue, where the late 
nationalist leader Ho Chi Minh had 
studied in the early 1900s. His educa- 
tion was punctuated by a brief spell in 
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University of Hanoi and was teaching 
at the private Thang Long Lycee. 
Judging from his pupils, he had al- 
ready become active in communist 
party activities. Le Duc Tho, now a 
member of the politburo, and Le 
Quang Dao and Nguyen Lam, both 
members of the central committee sec- 
retariat, are all said to have been stu- 
dents at the school during the period. 
In 1937, along with Dang Xuan Khu — 
better known later as Truong Chinh — 
Giap wrote The Peasant Question, the 
communist party's first major investi- 
gation of the situation in the coun- 
tryside. He was, however, already be- 
ginning to turn his attention to mili- 


‘tary issues, and in 1939 published a 


work on the military situation in 
China. 

At about the same time he married. 
His wife, Thai, was also a communist. 
Thai's sister, Nguyen Thi Minh Khai, 
was the highest ranking woman ever in 
the communist party: in 1939-40 she 
was secretary of the Saigon-Cholon 
party organisation. At the outbreak of 
war, the French launched a round-up 
of political activists. Giap escaped and 
made his way to China, but his wife 
was arrested and later died in prison. 
Minh Khai was arrested in Saigon 
after the abortive communist uprising 
of 1940. She was shot in 1941. Had she 
lived, she might today have been a 
senior member of the politburo. 
Among her subordinates in Saigon was 
Le Duan, now the party secretary-gen- 
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eral. Giap later remarried, and he is 
believed to have one son by his first 
marriage and three children by his sec- 
ond. 

For the next four years Giap shuttled 
between the far north of Vietnam and 
China, arranging for military training 
for would-be Vietnamese guerillas — 
with the late Kuomintang leader 
Chiang  Kai-shek's forces, among 
others — and carrying out political 
work. One of Giap's colleagues at the 
time, Le Quang Ba, said the general 
spoke Tay and Zao, two minority lan- 
guages, "perfectly." Ba, an ethnic Tay, 
was division commander at Dien Bien 
Phu, but slid from view along with 
another veteran Tay soldier, Chu Van 
Tan, when relations with China degen- 
erated in the late 1970s. 


The gateway to Laos 


Dien Bien remains a staging area for Hanoi's operations 
in its small western neighbour, 30 years after the French defeat 


O0: of the French objectives in 
establishing a base at Dien Bien 
Phu was to block Vietminh movement 
into Laos, some 17 kms away. The 
French strategists who planned this 
would probably be interested to know 
that, 30 years later, Dien Bien Phu is 
still a staging post for movement to and 
from Laos. 

Literally, the first people this corres- 
pondent met on arrival at Dien Bien 
(the word "Phu" has been dropped and 
replaced by the modern Vietnamese 
term for district) were two Vietnamese 
soldiers on their way back to Vietnam 
from Laos on leave. They were hitch- 
hiking to their homes on the Red River 
delta — a trip which would take them a 
good three days. 

Our 500-km. journey in.a Soviet- 
made bus built for suburban routes had 
taken us two long days. There seems to 
be plenty of traffic moving to and from 
Laos. Most appears to be made up of 
long lines of ancient fuel tankers head- 
ing, one tanker driver said, for the form- 


er royal Lao capital of Luang Prabang. 

Dien Bien's relationship with Laos is 
more formalised now. The district cap- 
ital — population 12,000 — is twinned 
with the Lao town of Phong Saly, 
about 100 kms from here as the crow 
flies. Since 1974, Dien Bien has been 
involved in an assistance programme 
— housing construction — in the Lao 
town. 

Dien Bien itself is acquiring some 
new buildings in honour of the 30th 
anniversary of the battle that marked 
the end of French colonial rule. They 
include a 50-room guest house and a 
military museum. Neither, however, 
was completed when journalists vis- 
ited the town at the end of April. 

In many ways Dien Bien remains 
what it must have been before the war 
with the French briefly intervened — a 
meeting point for the fascinating di- 
versity of ethnic groups in the area. Al- 
though the lowland Vietnamese popu- 
lation here is slowly increasing, it is 
still in the minority. Black Thai, Xa, 
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though the party's front organ 
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las operating in the north by 1942-43, 
the first official unit of the people's 
army was not formed until 22 De- 
cember 1944. Then, 34 men, armed 
with 19 rifles, took an oath of loyalty. 
They were led by Giap: a picture taken 
at the ceremony shows him standing in 
a jungle clearing dressed in a dark 
business suit, homburg and carrying a 
revolver. Among the founding mem- 
bers of the unit were Dam Quang 
Trung, an ethnic Tay, who was later Ho 
Chi Minh's bodyguard and who is now 
a member of the party central commit- 
tee and commander of Military Zone 1 
on the Chinese border, and Hoang Van 
Thai, who was chief of staff at Dien 
Bien Phu and who is now also a central 
committee member. 

Giap's contribution to Vietnamese 
history has long been a subject of de- 
bate. He did not introduce the people's 
war theory, as espoused by the late 
Chinese leader Mao Zedong, to Viet- 
nam. Truong Chinh appears to have 
done that. Others have suggested that 
Giap's great skill lay in logistics, 
though credit for Dien Bien Phu's sup- 
ply operation has normally been given 
to Tran Dang Ninh, who formerly had 
been a printer. 

What does seem clear is that Giap 
popularised the idea of people's war 
among the party's first generation of 
military commanders. And during the 
anti-French war, he was largely re- 
sponsible for tactics and strategy. His 
great defeat during those years was at 


Lao Hmong, and the Bru are the area’s 
traditional inhabitants. Thai — as 
spoken by the Black Thai, not necessarily 
comprehensible to someone born in 
Thailand — is the lingua franca here. 
In the market, Black Thai women bar- 
gain in Vietnamese, but use Thai num- 
bers. They and other ethnic minorities 
seem to constitute the bulk of the ven- 
dors in the market at Dien Bien, where 
rice, meat, live pigs, dead snakes and 
handicrafts are sold. The vendors sell 
in a large open area in the centre of the 
market; around the edges are covered 
stalls, run mostly by Vietnamese who 
sell everyday consumer goods such as 
soup or coffee. 


M: lowlanders have come here 
since 1954, and a number of senior 
local officials are veterans of the battle 
30 years ago. One of them is the chair- 
man of the local people's committee, 
Nguyen Tuyen. Another is the district 
military commander, Lieut-Col Luong 
Dinh Chinh. Chinh, a member of the 
Tay ethnic minority from Lang Son, 
far to the northeast, was involved in 
some of the fiercest fighting of the bat- 
tle — the fight for hill Eliane, the 
French stronghold which dominated 
the valley. 

The battle for Eliane lasted 36 days, 
Chinh says. For the best part of a 
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Vinh Yen, in 1951, when he attempted 
to engage French forces head-on and 
suffered heavy losses. At that time the 
first group of five Vietminh divisions 
had just been formed. Giap learned 
fast from his mistakes: two-and-a-half 
years later, Dien Bien Phu surren- 
dered. 


fter the United States intervention 

in South Vietnam, Giap became the 
symbol of Vietnamese military skill 
and cunning. His name helped of 
course: northern Vietnamese would 
pronounce it “zap.” His role in the sec- 
ond war in Indochina is, however, far 
from clear and may not have been 
great, The forces involved and the 
ground covered in that war were much 
greater than in the war against the 
French, the tactics and equipment 
used were much more sophisticated 
and Vietnamese strategy seems to have 
been elaborated not by a single person, 
but by a group of military and political 
leaders. Gen. Nguyen Chi Thanh coor- 
dinated strategy from about 1959 until 
his death in 1967. Van Tien Dung also 
played a major role, and commanders 
in the distant south had a certain de- 
gree of autonomy. 

Most importantly, perhaps, senior 
politburo figures, notably Le Duan 
and Le Duc Tho, had a decisive say in 
strategy. “It was Le Duan who planned 
Tet '68 [and] the offensives of 1972 and 
1975," a veteran central committee 
member told the REviEW forcefully, 
"not Giap or any other soldier." 

Giap is said to have disagreed 





month the attackers, under cover of 
darkness, dug a series of trenches con- 


verging on the hill The trenches 
started at a point 15 kms away. At one 
point during the fighting, the Vietminh 
gained control of most of the hill but 
were pushed back. On another occa- 
sion, Chinh recalls with a touch of 
black humour, he and his men found 
themselves standing above a French 
bunker tossing grenades in. They were 
throwing them in too early, however, 
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strongly with the plans for Tet 1968. By 
then he was probably a little out of step 
with his colleagues. Although he paid 
lip-service to the need for modernisa- 
tion and mechanisation of the army, he 
seems to have remained fundamentally 
a proponent of the people's war theory. 

During the final assault on Saigon, 
now Ho Chi Minh City, in 1975, Giap 
seems to have played at best the role of 
a senior military elder statesman. He 
resigned as defence minister in 1980 
and left the politburo in 1982. Some 
Western analysts suggested he was ob- 
liged to retire from the politburo. But 
Giap has always been something of a 
loner: he was, for example, the only 
one of the top party leaders not linked 
to all his other colleagues by the ex- 
perience of years together in prison. 
The decision to stand down, then, 
seems quite in character. 

Another facet of Giap's character 
that always distinguished him from 
the other leaders was his ego. Viet- 
nam's other top leaders are deliber- 
ately self-effacing. When they speak at 
all, they speak only for the party, they 
do not give their own views. Giap was 
different. He was, as one leading 
member of the anti-war movement — a 
strong admirer of Giap — put it, *an 
arrogant bugger." Some of the old 
Giap ego emerged briefly as he was 
leaving Eliane. As he started off down 
the hill, a photographer ran ahead to 
get a last shot. Giap saw this and as he 
approached the photographer, he 
turned to the aide walking next to him 
and said: "Drop back a bit." o 





and the defenders were throwing them 
back out before they exploded. 

Chinh was wounded, decorated and 
joined the communist party during the 
battle for Eliane. Asked how many of 
his colleagues died during the fighting 
for Eliane, he simply replied: 
“Thousands.” 

The trenches are what seem to stick 
most in the mind of another battle vet- 
eran, Col Duong Trong Quang. Quang 
is currently stationed here, and though 
he declined to reveal his position, he 
probably commands a regular army 
unit somewhere near here. “The 
trenches,” he said, “were one of the de- 
cisive factors here. They were our coat 
of armour.” Coat of armour — ao giap, 
in Vietnamese — is a witting or unwit- 
ting pun on the name of Gen. Vo 
Nguyen Giap. 

As well as a combat officer, Quang 
was also deputy political commissar of 
his unit. This meant he had to concern 
himself with some of the more mun- 
dane aspects of trench warfare: lat- 
rines, for example. The attackers had 
to design latrines that would not re- 
quire a trip above ground, and yet 
would not cause an epidemic among 
the men, so they devised subterranean 
toilets which were abandoned every 
seven days. 

Another problem was how to cook 
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sh vegetables: Quang's unit grew 
eansprouts underground.  . 

Another of Quang's jobs, though he 
did not mention it, was probably hand- 
ling the political rectification cam- 
paigns waged at several points during 


















resumably those who wanted to go all 
-out for a quick victory. They ceased to 
_ be a problem fairly quickly — perhaps 
their impatience led to a process of na- 
tural attrition. Rightist deviation — 
pparently spawned by. ‘scepticism 
among some about the chances of win- 
ning and unhappiness at the number of 
asualties — was a more lasting prob- 
em and one that still goes largely un- 
iscussed. | 

After the battle, Quang moved on. 
le fought United States forces for 10 
ears in Vietnam's Central Highlands, 
3 pas an aide to the commander 
| ‘entral Highlands forces, Gen. 
Ioang Minh Thao. At 52, Quang still 
robably has further to go in | fus 

















































































o, and he was joined by his wife, also 
in ethnic Tay. A doctor's assistant, she 
s also a second- -generation: party 
member — her father is. apparently 
ecretary of the party branch in Lang 
Son District, scene of some of the 
reaviest fighting during the 1979 
Chinese invasion of Vietnam. When he 
etires, Chinh said, he will ici on at 
Dien Bien. 

. In fact not all the new settlers are 
owlanders. Some like Chinh are 
sthnic Tay, others are from different 
thnic minority groups from north- 























































































:xxample, or the Zao. 

Some of the new settlers farm, others 
do the sort of work they say the local 
ethnic groups prefer to avoid. Along 
he edge of Highway 41, the road lead- 
ing back east, along which vicious 
fighting took place during the battle 
-for Dien Bien Phu, there is a communi- 
-ty of road-repair workers. They have 
mostly been here since the late 1950s, 
-and though some say they go back to 
‘their old native village once a year or 









































































ing here. 
The new generation of road. build- 























‘show less inclination to settle there. 














— Hanoi ór Haiphong. 
.*[t's a drag here,” one of them replied, 
"and thereareno men.’ 















rough a: aseries of small tunnels. There | | s 
as also the problem of obtaining 
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the battle. One was aimed at leftists — 


dead, the present leaders had spent 


astern Vietnam — the Nung, for 


so, many of them are apparently retir-- 


ers encountered outside of Dien Bien 


"Young women in their early 20s, they. 
cannot wait to get back to the big city. 
Nhy, I asked. 






— PAUL QUINN-JUDGE 









the battle and now d 








minister, . replied witho : 
"Determination. We won be 'ause we 
were determined. Now we are deter- 
mined to build socialism." "me 

Thai 8 commen : secho those of other 


of the most. “end * lomo 






thinking of the Vietnamese leadership: 
| he leadership sees determina- - 


tion as the key to success. Human will, 
if properly motivated 
the most forbidding odds. . 
» Secondly, with massive šif-confi- 






dence and, given enough time, their- 
approach to a problem will eventually 


be proved correct. This self-confidence 
is born from their own. xperience. 
Many of the top lead s ha 









through a dramatic comb nation olad | 
versity. and victory, rare even in other | 


former colonies. a 
These are not just lessons for the his- 
tory books. As Thai's remark shows, 


some of the leaders at least are apply- - 


ing the same approach .today. But 
while these beliefs served them well in 
war, they are less effective in dealing 
with the complex economic and social 
problems of peacetime Vietnam. One 
could add to his speech the fact that, by 
the time he became a revolutionary, 
most of the founding members of the 
Indochinese Communist Party were 


most of the decade in prison and many 
of them were to spend the first half of 
the 1940s there too. When Ho Chi Minh 
declared independence 
1945, his people's army was nine 
months old. When Gen. Vo Nguyen 
Giap defeated the French in 1954, his 
regular divisions were two years old. 
Vietnamese historians and analysts 
give some credit for Vietnam's success 
to the international scene: the collapse 
of the Japanese hold on Southeast Asia 
in 1945; the growing anti-colonial sen- 
timent in France of the 1950s, the anti- 
war movement in the West of the 1960s 
and 1970s. But the key elements to vic- 
tory, they stress, were internal — de- 
termination and correct leadership. 
The rapid turnabout from adversity in 
the 1940s to victory in the 1950s has 
profoundly marked the leadership. To 


say the very least, it makes them less. 


prone than most to self- doubt. 
This classic approach to problem 


solving is visible in a number of major 
| Vietnamese decisions s 
"Cambodia, for exampl 
decision is taken to go into Cambodia 
time when the Vietna nese econ-. 


15. Take 






at a tim 






can overcome | 


in August. 


First a tough | 





omy is prostrate. Then preparations: 
are made for a long haul — Vietnamese 


soldiers in Cambodia speak of being: 
| there for “10 years, even a generation if 
: | necessary." They echo the leadership's 


approach during the war with the 
United States. And while Vietnamese 


officials stress.that they want peace, 


that does not mean peace at any price. 


| As Giap once, said during the 1960s: 
t Peace for us can only mean total vic- 
| tory.” i 


While many politicians would have 
been content to have Dien Bien Phu as 
the crowning glory of their career, for 
the Vietnamese leadership it was only 
one in a series of victories won against 


overwhelming odds. The generals who 


won the battle were in their 30s. The 
politicians who planned it were, with 
the exception of Ho Chi Minh, in their 
mid-40s. While Giap says that the 
Vietnamese were constantly surprising 
their enemies in the battle, they were 
also constantly surprisin themselves. 









N guyen Co Thach, Hanoi's. foreign. 


minister, summed up the leader- 
ship's feelings well in a recent talk with 
journalists. "When I became a revolu- 
tionary in 1937, Idid not expect to see the 
independence of my country,” Thach 
said. “I expected to spend my life in jail 
or be beheaded. When Vietnam became 
independent in 1945, it. was like a. 
dream. But we. could not foresee that 
we could win the war. In 1954, after 
Geneva, we could not imagine the 





reunification of the country. In 1975 


we achieved that...... we have been liv- 
ing from dream to dream. n 

A similar strain of voluntarism — 
belief in the power of human will to 
overcome physical obstacles — 
marked Vietnam’s first, disastrous, 
post-war five-year plan, covering 
1976-80. Targets were set for 1980 that 
are no longer judged attainable until 
the beginning of the 1990s. The avowed 
aim of the plan, "a strong fast and 
firm" transition to socialism, has been 
diluted (page 80). - p 

The first signs of a search for new 
ideas are visible in economic planning, 
but the old approach is unlikely to dis- 
appear until a new generation of lead- 
ers takes over in Hanoi. Meanwhile, in 
the next 18 months, there will be 
plenty of opportunity to re-emphasise 
— and revalidate — the traditional ap- 
proach. At the end of this year, Viet- 
nam will celebrate the 40th anniver- 
sary of the people's army. Next April it 
will commemorate the 10th anniver- 








sary of the capture of Saigón and next. 
August the 40th anniversary | of the Au- 
gust Revolution. 


PAUL QUINN-JUDGE - 
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By Salamat Ali in Amritsar 


seen all over town, carrying out spot 
searches of all vehicles round the 


with briefcases are stopped and 
searched, and the use of motor scooters 
at night is banned — because these are 
he vehicles favoured by the Sikh 
litants who have killed or wounded 
zens of pepe in the past few 

onths. | 
"These are just vates of the un- 
recedented mistrust here between 
{indus and Sikhs, an acute sense of in- 
ecurity among both communities, a 
top to virtually all new private invest- 
ient and even some flight of capital, 
1 nd an Dye Tsta aol gradual increase 






































ligious, political 
ds followed by 
terrorism | has 


| quarter s, andeven 1a: moderate 
: ler such as Akali Dal pr esi 
t Sant Harchand Singh Longow 










'ernment in the Golden Temple and 
protect himself with armed guards 










sts. 


al leadership, are extremely reluc 





remism. They are equally reluctant 
yw even to issue press statements de- 
yuncing extremist leaders, especially 
sant Jarnail Singh Bhindr anwale, who 
s also sheltering in the grounds of the 
Golden Temple. The killer squads have 
multiplied over the past few months 
nd have extended their operations not 
jnly throughout Punjab but also to 
1eighbouring Haryana state and, to 
some extent, even New Delhi. Their 
proclaimed hit lists have also grown 
"steadily to include top leaders such 
cas Prime Minister Indira Gandhi 
and her son and political heir, Rajiv. 

The latest victim is. Ramesh 























Samachar group of newspapers, whose 
"father was also assassinated last Sep- 


error takes its toll in Punjab and the time may ton past 
for a negotiated settlement with the moderates Pa 


Jeavily armed contingents of steel- | 
helmeted security forces can be. 


Sikh's Golden Temple. Even people 


al thie Sikh nues : 


ids it prudent to shelter from the 


inst possible attack by the ter- 


Punjab's Congress party — de- 
e desperate goadings by their cen-; 


at to go to their constituencies to 
nobilise public opinion against ex- | 


Chandra, editor-in-chief of the Hind - 


„tember. The killing, on 12. May, was 
















dna by a group calling itself the - 
Dashmesh Regiment, whi varned 
that a similar fate awaited any jour- . 
nalist who attacked Bhindranwale.: 
-The murder took place in the Punjab | 
town of Jalandhar and was followed by 
riots and then a strict military curfew, 

with orde 8. to shoot curfew violators 



















| trying to 





Huic — — in the Cities are 
locate alternate homes, 
though the trend is not well pro- 
nounced so far. 

A complexity of causes fuels the cur- 
rent communal confrontation. As in 


| most ethnic or religious violence, ter- 
rorism 
economic factors have as much to do 


Or persecution, communal 








on as does religion or 


race. | Puhjab are predomin- 
antly ;,  Shopkeepers and 
- money- in the rural areas are 





| Hindus. So: a situation which is tailor- 
^ | | made for resentment exists 
to the circumstances which led to per- 
 secution of 


— similar 
Jews in Europe and 
Chinese in Southeast Asia. Resentment 
by the consumer against the shop- 
keeper, of the peasant) pini off 
his debt even over dec ades, falis along 
communal lines. i 











































patien c : 
areas have not been affectec 







sively as they: would have ho: jed.: 
228 villages constituting Amritsar di dis- 





Bhindranwale; * 


: ombining thé evangelic zeal of af 
ihn the Baptist, the manners of a- 
don and: La ‘personal integrity | 




















ve nip wee oedrded on casse 
are selling like hot cakes in Punjab's 
rural areas. Moderate Sikhs: criticise 
him as an illiterate rabble rouser; but 
concede that he has revived respect for 
Sikh symbols. 

Like Akali Dal leader Sant Har- 
chand Singh Longowal, with whom 
he is not on speaking terms, Bhindran- 
wale is sheltering from the government 
in Amritsar's Golden Temple. But he is 
constantly surrounded by wild-eyed 
men armed with swords, spe 
tomatic rifles and Sten g 
court ona terrace, he alternat 
ers judgments which settle 
more effectively than any co 
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.] youths who swear by his name à 


| Temple. 


"the. temple, Bhindranwale is one of the i 
more easily accessible Sikh leaders. A . 


Additionally, the vast exy ansion of 


y of unemployed ci 
j do not wish to toil € 


desire: Most of the - 4 
ants are in the. 18-22 
The national poli 















sion into the ar 












sermons that stir deep emotions. among 
he proud Sikh peasants. 

Although lacking formal educati 
himself, he is attracting an eve 
creasing number of educated 











ready to kill anyone showing: 
spect to him. x 

Accused by the governi 
ting terrorism, Bhindra 
sistently refused to denounce. eit ; 
terrorism or the separatist demand for 
Khalistan — a Sikh homeland. His. 
name inspires either intense respect, . 
hatred or terror all over Punjab. No. 
one dismisses his statements lightly. _ 
Typical was his recent utterance that... 


only turbans (Sikhs) would be seen in — 










Punjab if the government were to de: 
cide to force entry into the Goldei 


Surprisingly, though sheltering in. ; 


telephone call to one of his Heutenant. 












‘Thr f i 
Tz! sol t 
« 1 


ns 

s fuelled als so ap talk o | 
j dee in the state secretariat, 
and industry as well as most of the 
property in the cities, remains largely 
in the hands of Hindus, who are con- 
centrated in the urban areas. Amritsar 
itself is 75% Hindu. 

Ironically, the economic factors are 
becoming further ¢omplicated by a 
marked decline in business activity. 
Because of the unsettled conditions in 
Punjab, inter-state credit transactions 
are tapering off. Even the government- 
owned Coal India is demanding cash 
on the barrel-head from all Punjabi 
purchasers. There is no evidence, how- 
ever, of the Hindus in the cities trying 
to dispose of their property. 

According to one Sikh businessman, 
even if Hindus were to offer their prop- 
erty or businesses at some premium, 
Sikhs in Punjab would not have the 
money to buy them. Sikh businessmen 
in Bombay, Caleutta or New Delhi 
have the means, but the situation has 
not deteriorated to the point which 
would. force them to seek shelter in 


Amrik Singh — president of the re- 
cently outlawed All-India Sikh Stu- 
dents Federation — fixed an appoint- 
ment. Amrik Singh himself is among 
the most wanted of the Sikh leaders. 
On the appointed day for the inter- 
view, a teenager armed with a pistol 
provided an escort through the first 
armed cordon. 

The escort left at the second cordon 
where another armed man took the 
visiting card up to theterrace. Sticking 
to his usual custom, Bhindranwale 
gave the interview in the presence of a 
couple of dozen of his armed admirers 
who hung on each word he spoke, 
laughed at his jokes and mumbled 
their agreement with every sweeping 
statement he made. Reclining on a cot- 
ton matress, with his followers squat- 
ting on a thin cotton carpet around 
him, he obviously enjoyed himself, giv- 
ing abrupt replies to questions. 

Below are extracts from the inter- 
view, conducted in Punjabi, by 
Review New Delhi bureau chief 
Salamat Ali, a Muslim: 
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a little pes than 40% of India's total. 
‘Sikh population — wish to see turmoil 


"T 


eouts 


ofthe 


of ne id er Sikh 


in Punjab ended if for no other reason 
than the fear of Hindu backlash 
against them. 


t the root of the worsening Punjab 
turmoil is the Sikh demand for a se- 
parate identity and Hindu reluctance 
to concede it. Longowal told the REVIEW: 
"With Hindus we have a blood relation 
and with Muslims we have a spiritual 
bond, but we are neither and refuse to 
be called 'bearded Hindus' as the Hin- 
dus insist upon describing us. They 
shall have to amend Article 25 of the 
constitution to recognise our distinct 
identity and shall have to accept a 
separate personal law for the Sikhs.” 
The government has already con- 
ceded the need to amend the constitu- 
tion, which fails to differentiate be- 
tween Sikhs and Hindus, but Lon- 
gowal refuted Mrs Gandhi's charge 
that the Akali Dal keeps adding to its 
demands, making negotiations dif- 
ficult. He said that his party still stood 
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Has New Delhi ever tried to negotiate 
with you? 

They wanted me to go to Delhi but I 
refused. It is not fitting for a man to go 
to a woman [Prime Minister Indira 
Gandhi]. I said she should come to me. 





Do you think any government would 
be able to concede the amount of au- 
tonomy that is demanded and also do 
you think the issue of Chandigarh and 
contiguous Punjabi areas... 

You seem to misunderstand. You are 
not talking to Akali Dal. You are talk- 
ing to Jarnail Singh Bhindranwale. 
Delhi can talk to Akali Dal in that 
fashion. If it were to talk tome, I would 
give a forthright reply. 


What do you want? 

Sikhs made 90% of the sacrifices for 
India's freedom. It is unjust that those 
who made only 10% of the sacrifices 
should be dictating to us. 


Do you realise in recent history no one 
in the Subcontinent has ever suc- 
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jy the charter of demands —— Mie 
andhi in July 1981. Furthermore, he 
appeared willing to accommodate on 
some demands, proposing that the — 
transfer of contiguous Punjabi-speak- 
ing areas be considered by a commis- 
sion of experts and that an issue in-  — 
volving the division of the waters of the 
Ravi, Beas and Sutiej rivers be referred 
to the Supreme Court for adjudication. 

Asserting that the Akali Dal is fora 
federal polity and communal harmony, 
he hinted at a compromise even on the 
resolution under which the party de- 
mands total autonomy for the state, 
leaving only foreign relations, defence, 
currency and communications to New 
Delhi. He said that a commission 
created by New Delhi to examine rela- ⸗ 
tions between the central government ^ 
and the states was a direct outcome of 
the Akali demands. Arguing that simi- 
lar demands have been made by sev- 
eral other states, he emphasised that 
the demand was not just concerned ^ 
with Punjab. 

Asked if his party would join a coali- 
tion with Congress in Punjab if there 
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ceeded against central authority? 
Bangladesh was an exception because 
of the geographical factor. Do you have 
any concept of the force that the cen- 
tral authority can bring to bear? 

I am astonished. You are a Muslim. ` 
Muslims are never cowards. They are - 
fighters. What has happened to your - 
fighting spirit? Muslims never follow a .— 
woman and you are cowed by a | 
woman. Aurangzeb [the 17th century | 
Mogul emperor] was a mighty emperor _ 
who could not browbeat us. She [Mrs — 
Gandhi] is nothing compared to Au- 
rangzeb. She is unable to command 
even her close ones. What can she do to 
us? We are people born of the cutting 
edge of the sword. None can hold us 
down. Do you realise that if you [Mus- 
lims] combine with us [Sikhs], we can — 
take them [Hindus] for a ride? They 
dare not stand up to our combined “| 
strength. | 


What do you foresee over the next two 
to three years? 
I see an end to slavery of the Sikhs. 








| go" futes 
“pressured by 
he “shies away from a 


rion that, 
sts, 


tiated settlement and that ex- 
mists have eroded his strength. He 
ms that his strength is intact, as dem- 


strated for the past several months 
hundreds of peaceful volunteers 
ntinuing to court arrest every day. 
Stating his resolve to continue his 
eaceful agitation, he insists that New 
Delhi announce acceptance of his de- 
mands and argues that it is up to New 


current political, economic and social 
dislocation in Punjab is an unavoida- 
le outcome of the agitation, he said. 
ed if he had hurt his standing with 
ner opposition parties by burning a 
py of the Indian Constitution in pro- 
against Article 25, he snapped: 

fter all, they are Hindus too." 

Jew Delhi has agreed to accept most 
the Sikh religious demands, though 
thout declaring Amritsar a holy city. 
has banned the sale of tobacco, al- 


hol and meat within a 200-yd radius ^ 
Golden Temple. But this has not 
isfied the Sikhs, who argue that if 
Hindu temple. cities of Hardwar,: 





ranasi, Kurukshtra and Pehowa can 
declared holy cities by the govérn- 
nt, there is no reason for denying 
at status to Amritsar. 


though Longowal told the REVIEW 
that his party is now closer thanever 
s goals, he seemed ! 

e opportunity to declare the ob- 





n achieved. Pun- 


ji politicians are puzzled as to why 
w Delhi does not now provide Lon- 


wal the necessary face-saver and | 


t him in its campaign against ter- 
sm. 
The government has often relied on 
strategy of letting agitations pro- 
mg and finally peter out. However, 
does not seem to be working in 
njab either for New Delhi or for the 
‘ali Dal. Constant reinfor cement of 
urity forces is neither bolstering the 
orale of government supporters nor 
rbing the escalating militancy that 
ould overshadow the current Akali 
eligious, political and economic de- 
nds. Unlike Longowal, who is con- 
tent with the New Delhi commission 
examining the issue of centre-state re- 
lations, militants like Bhindranwale 
nt autonomy immediately. 
.So a problem that possibly could 
ve been solved six months ago is 
apidly becoming  intractable, for 
eryone agrees that terrorism would 
not end abruptly even if an Akali gov- 
ernment were to be installed in Punjab. 
Moreover, further political inaction by 
New Delhi could add weight to the ex- 
tremists’ demand for an independent 
Sikh homeland. 
The roots of Sikhism: page 48. 
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tired and anxious | firmly behi 3c 


zm attacking Vietnam for ter 


seemed to be aped at findiag a realis- 





ing which condemned Vietnamiese at- 
tacks on Cambodian "civilian encamp- 
ments" and condemned official Viet- 
namese rejection of Asean peace pro- 
Dosals ^ 

Aftera flurry’ of words and meetings, 





 Asean has reaffirmed its unity, i 





idarity with Thailand and its sup 
for the anti-Hanoi Democratic. Kam- 
puchea coalition. But the situation is 





not quite back to square one. Since In- | 


donesia has a its — rela- 





donédane hoa were ie And e there 
cent initiative do not believe that they 
have failed or that their efforts should 
stop. 

At least a few Asean foreign minis- 


ters felt their trip to Jakarta was well- 


worthwhile when they learned Indone- 
sian President Suharto was apparently 


a for a half-day meet- 
ing just to restate Asean's known posi- 
à | y given the dangers of 
edible outcome, but they 





a. less-th 


came anyway at the insistence of In- - 


donesian Foreign Minister Mochtar 
Kusumaatmadja. 


While there was never any doubt 


that Mochtar, as chairman of the 
Asean standing committee, shared the 
official Asean positions on Cambodia, 
it appeared that Indonesian initiatives 


were coming from a separate quarter, 


namely from commander of the armed 
forces Gen. Benny Murdani and his 
supporters outside the Foreign Minis- 
try. 

The Indonesians insisted that there 
was no contradiction between Mochtar 
and Murdani, but other Asean govern- 
ments wondered: if this were so and 
where Suharto stood. In the event, the 


president met the foreign ministers to 


explain the recent Indonesian moves 
and to endorse their special meeting, 
thereby convincing them that he is in- 
deed in control of Indonesia's so-called 


two-pronged approach to Vietnam and - 
that he would try hard not to sacrifice | 


Asean's unity in seeking. accommoda- 
tion with Vietnam. 
The ministers' joint statement, apart 





| ehind it. There had been some 
| doubt wt ther ‘the ministers should 
l gather i a 


| Asean could wait 
doomsday” for a solution. On the other 
hand the ministers entrusted Jakarta 
| the task of communicating with Hanoi 


i gnr ministers’ méeting closes the 
yi tiative' — but not pany where it started 














4 t eivilians and violating Thai territorial 
‘| integrity, reaffirmed the importance of 
the “Asean appeal for Kampuchean in- 
tic solution to the Cambodia pi oblem . | 
appears to have been wouni | 
: |. special Asean foreign ministers’ me t | 
Delhi alone to restore normalcy. The | 


dependence" of September 1983, 
which Indonesians tried to modify re- 
cently to make it more attractive to 
Hanoi. The Asean appeal had called for 
a phased withdrawal of Vietnamese 
troops from Cambodia, beginning in 
its westernmost region bordering on 
Thailand. | 
Suharto himself suggested to visit- 
ing Vietnamese Foreign Minister 
Nguyen Co Thach in March that Viet- 
namese troops might participate in a 
peace-keeping force and that a recon- 
ciliation government might be formed 
in Cambodia, encompassing the 


| "Hanoi-supported Heng Samrin regime 
-as well as the resi stance i coalition. (A 


more extreme pos on was taken in 





Jakarta-based Centre. for Strategic 
and International Studies, who argued - 
that the Khmer Rouge faction within. 
the coalition should be excluded from 
"any Cambodia solution.) 


he Asean position is that Vietnam 
rejected both the Asean appeal and 
Suharto’ S. variation of it and that 
“until Vietnam’s - 





— a sign that Asean still had confi- 


dence in Indonesia, as Mochtar em- 


phasised. 

One underlying theme in Indonesian 
thinking is that an accommodation 
with Vietnam will provide Asean with 
a reliable buffer by the year 2000 be- 
tween itself and a much-strengthened 
China. Indonesia’s fear of a stronger 
China was expressed by Suharto him- 
self on 12 May when he sought assur- 
ances from visiting United States Vice- 
President George Bush that closer US- 
China relations would not be detri- 
mental to Asean. 

Murdani's quest for formulas to 


| guarantee regional security will pre- 


sumably continue and it is said that he 
plans further visits to neighbouring 
countries, including some socialist 
ones. J 

One reason Mochtar insisted on hav- 
ing the ministers' meeting was that he 
wanted to clear the issue out of the way 
before their regular meeting. in July - 
and make room for more economic dis- 
cussions. He has suggested that the 


| ministers have been too preoccupied 


with Cambodia, neglecting other im- 


go portant c common i probiers, i 
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‘Thats the difference’ 





The fast-growing markets 
and economic potential of the 
Pacific Basin may be news to 
many — butthey re hardly new 
to Standard Chartered. 

In fact, as The Chartered 
Bank, we ve been part of the 
local economic and business 
scene for more than a century. 

And that’s good news for 
our customers. 


(including our subsidiary 
Union Bank in California) we 
can provide faster, more 
efficient service. 

And because our range of 
facilities covers everything 
from the financing of individ- 
ual shipments, through foreign 
exchange dealing in all the 
local currencies, to major 
| project finance and merchant 





Because we know the markets in more banking, we can offer you a genuine one-stop 
detail, we can give sounder advice and financial service that few other banks can match 
more constructive help on doing business — in the Pacific Basin or elsewhere. 
in them. Find out more about the Standard 

Because we ve got a stronger branch net- Chartered difference at any Chartered Bank 
work, with more than 250 offices in the area, branch. It could make all the difference to you. 


Standard £ Chartered 


Direct banking,worldwide 








Standard Chartered Bank PLC, Head Office, 10 Clements Lane, London EC4N 7AB 


Offices in: Argentina, Australia, Austria, Bahamas, Bahrain, Bangladesh, Belgium, Bermuda, Botswana, Brazil, Canada, Colombia, Denmark. Falkland Islands 
France, Gambia (The), Germany, Ghana, Guernsey, Hong Kong, India, Indonesia, Ireland, Isle of Man, Italy, Japan, Jersey, Kenya, Korea (South), Lebanon, Lesotho 
Macau, Malawi, Malaysia, Mexico, Mozambique, Namibia, Negara Brunei Darussalam, Nepal, Netherlands, Nigeria, Oman. Pakistan, Panama, Peoples Republic of China, 
Philippines, Qatar, Seychelles, Sierra Leone, Singapore, South Africa, Spain, Sri Lanka, Swaziland, Sweden, Switzerland, Thailand, Uganda, United Arab Emirates 


United Kingdom. USA, Venezuela, Zambia, Zimbabwe. 
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Only Philippine Airlines offers you a choice of sleeping arrangements when you fly First 
Class on board our all-747 services to North America and Europe. 

We were the first airline to offer 14 full length Skybeds in our private Cloud Nine 
bedroom. Skybeds that are certified for landing and takeoff, and assure an uninterrupted rest. 

Now, you have an additional choice of sleeping arrangements. New luxurious Siesta Seat 
recliners on the main deck for those who prefer to move around between snoozes. 


* * fi d ] e 
Asia S irst ine. Skvbeds* or Siesta Seat? recliners available on a first-c 


t time you hada 
arrangements! 








As the first Asian airline to fly both to North America and to Europe, we know how to 
provide you with the total comfort you expect when flying First Class. Now with an exclusive 
choice of sleeping arrangements. 

Next time you fly First Class to North America or Europe, book your preferred flying and 
sleeping arrangements with Philippine Airlines’ all-747 services to the U.S. West Coast and the 
major capitals of Europe. There has never been a better choice. 


AAL London 











THE WORLDS 
-MOST POWERFUL 
. INFORMATION 
MACHINE 


The day the telephone first carried a message ‘from obe conan one computer to 
another was a turning point in history. It was day One of the Information 
Age. 

Since then the power of telecommunications has grown amazingly — 
thanks to satellite links, the astonishing capacity of co-axial and fibre optic 
cables, as well as all-digital public and private exchanges. 

Computers have also changed. The power of a 1940's valve-driven 
giant filling an office block can now be contained in a computer the size ofa 
briefcase. And while computer power continues to grow, their cost and size 
continue to shrink before our eyes. 


It all means that small low-cost terminals can be used to access 
services and data anywhere else in the world. For developing nations these 
innovations present exciting possibilities. Information has become a 
global commodity. Access to data banks of all kinds, financial services, 
electronic mail and computer program libraries is now a reality. 

And Ericsson have the technology and the equipment to make this 
possible for you, right now. What is more we have a name for it — inter- 
action in Communications. 


It represents the historic merger between telecommunications and 
computers, and the almost limitless potential this marriage brings into 
view. 

Inter-action brings together public and private networks, office 
computers, alarm systems, telemetry, VHF radio and a host of other inter- 
facing systems all acting together, all inter-active. 


That’s why we say working with Ericsson inter-action 
means working with the world’s most powerful 
information machine. 


INTER-ACTION Cue 
AT COMMUNICASIA 84. 





Visit Ericsson's Inter-Action stand at Communicasia '84 in Singapore, 
May 23 to May 26. For your exhibition information pack write to the address 
below or contact your nearest Ericsson office. 


ERICSSON 


Telefonaktiebolaget LM Ericsson S-126 25 Stockholm Sweden. 
Offices in: Australia Hong Kong Jakarta Seoul Malaysia New Zealand Manila Singapore Taiwan Thailand. 








The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next door to a cinema and bowling alley. Just 30 minutes' 
drive by taxi from the airport and 10 minutes' drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants ¢ Nightclub e Disco Club 

è 5 Cocktail Lounges € 24-hour Colfétihop e Shopping Arcade 

* Airline Offices * Bank * Travel Agent and Car Rental Counters 
* Medical Clinic € Hairdressing Salon ¢ 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre 

e Gymnasium * Massage * Steam & Sauna Baths € Hydro-pool 
e Tennis * Squash e Swimming Pool ¢ Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) * Meeting/Exhibition/ 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 
visual Equipment * Executive & Secretarial Services 

è Foreign Interpreters and Guide Service 

Enquiries 

Call Singapore, 7374411 or MSI Regional Sales Offices — 

New York (212) 838-7874, Los Angeles (213) 413-4224, London (01) 
583-5212, Sydney (02) 276-677 and Tokyo (03) 584-4250 


Reservations 

Call HRI — Leading Hotels of tbe World 

Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501, 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 or 

Utell International 

Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila(85) 46-55, 
Singapore 338-3488. 


Sanda — 


In the tradition of emperors. 


333 Orchard Road, Singapore 0923. Cable: Manrinotel. Telex: RS 21528 Manotel 
Postal Address: Killiney P.O. Box 135, Singapore 9123 


A member of Mandarin Singapore International 











China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 





A confidential monthly newsletter. 
Exclusive to subscribers. — — 
ORDER YOUR SUBSCRIP- | 


TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. I enclose $ 


CER ERE EER EERE EEE EEE EEE EHO RRR OR eee ee 


EEE y A AE SUBS .... s euoveoroio 


Annual subscription rates: 
HK$1,750 M/S$540 US$250 £155 A$285 


Sent airmail anywhere in the world. 
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On ammonia 


M.W. Kellogg is unquestionably the 
world leader in ammonia technology. 
Since we developed a revolutionary 
energy-saving technology 20 years ago, 
Kellogg-designed plants have been 
responsible for approximately half the 
ammonia capacity built. Those plants 
have played a major role in staving off 
world famine. 
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Now we v@ proved a new even more 
energy-efficient process which cuts fuel 
requirements in half and total energy 
requirements by at least 20 percent. 


It's been proved in the most energy- 
efficient plant ever—a worldscale plant 
in Canada, where it produces ammonia 
using less than 25 million Btus a ton. A 
second plant, using the new technology, 
will go into operation in Europe this year 


This unparalleled ammonia technology 
is available to you directly from Kellogg 
Wherever you are. 


Anywhere. 


Don Vaughn 


President 


[cerea The M.W. Kellogg Company, World Headquarters Three Greenway Plaza 


A subsidiary of Kellogg Rust Inc.» one of The Signal Companies [$] Houston, Texas 77046-0395 - Telex-762556 
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Comylete efficiency ;.emands 
our complete attention. 
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iE Libyan. s ir l " People. 


un to ferro — for his | 





i ires Moscow — those of its ac- | 


. colytes which have so far indicated 
“that they are not going to send their 
athletes to the Los Angeles Olympic 
Games could have thought up a.bet- 
ter excuse for the boycott than fears 
for their teams’ safety. ^ 
.. After all, the United States and as- 
; sorted Western nations backed out of 
the 1980 Moscow games in protest 
against the invasion of Afghanistan: 
why didn't the Soviet Union declare 
that it was demonstrating solidarity 
with Nicaragua? 
€ THE precautions nations take 
when they wish to maximise security 
can be revealing. For example, a week 
before the arrival of US President 


Ronald Reagan, members of China's 


People' s Militia were required. to 
hand in their arms. 

On the day of the arrival, the airport 
passes issued to Peking’s diplomatic 
corps were cancelled and new ones is- 
sued (to prevent lost or stolen passes 
being misused). All flights due to land 
during the two hours before Reagan's 
arrival were rescheduled. Bus ser- 
vices along the route of the motorcade 
into town were cancelled and large 
trucks and buses were deployed to 
block side-streets. 

All leave for police and security 
personnel was cancelled, all person- 
nel being on duty or stand-by. For the 
first time the diplomats saw con- 


spicuous police units armed with au- | 


tomatic weapons, in Jeeps driven by 
Public Security Bureau men dressed 
in battle fatigues, patrolling Peking 
. airport. Psychiatric wards were 
closed and closely guarded and, ac- 
cording to the diplomats, their North 
. Korean and Iranian colleagues, plus 
students from those two countries, 
were put under close surveillance. 

€ IN the run-up to the elections for 


the United Malays National Organi- | 
| comments, 


sation in Malaysia, two party 
luminaries failed to retain their posts 
in the Federal Territory division elec- 
tions. The way in which the Star 
. headlined this event really cut the 
. two politicians down — size: 


to exist in 1997, was bound to be umn- 


lessons in bargaining techniques: 


.a manner. 


: monwealth Office (FCO) in this case 


onor Lord MacLe- 
fect that their trip 
| dered 


| confirmed the icy 


of u 
members | of Hongkong's 
and legislative councils: whic 
to London to lobby for an. agreeme nt 
on Hongkong's future incorporating 
some joint guarantees from both 
sides (including Peking, that is) wnd 
for some clarification about the fu- 
ture status of Hongkong British pais- 
ports (2-3 million of them), which 
guarantee residence rights in a cle- 
pendent territory which will cease 


welcome, both in London and Pe- 
king. 

While China predictably called 
them troublemakers, and while Lon- 
don had no wish to be given eit’ner 
or 
reminders of post-imperial respon- 
sibilities, I did not expect them to be 
received in quite so chilly and cynical 


Whitehall — the Forei gn and Com- 


— had evidently been doing its own 
lobbying in Westminster. So we were 


| greeted with the spectacle of MPs 
.toeing the Peking/FCO line — basi- 


cally that it was useless and unrealis- 
tic to push for anything more than. the 
FCO negotiators were able to pro- 
duce and, as far as passports were 
concerned, that it was silly to push 
for politically impossible gestures 
(actually, they had only asked for 
elucidation). 

There was a strong implication 
that, as appointed unofficials, they 
could not claim to represent the peo- 
ple of Hongkong, which is of course 
exactly what Peking is saying. In fact, 
as both London and Peking know, the 
mission is voicing — quite bravely -— 


the feeling of a very large proportion . 


of the people of Hongkong. 
One of the main negative spokes- 
men was (of all people) Sir Peter 


 Blaker, chairman of the Hongkong 
| group in the House of Commons, 


whose family. made its fortune in 
Hongkong and who, if he honestly 
felt he could only be negative, should 


have kept quiet. But the unkindest | iod s cartoonist John Kent: 


cut of all were the 
reli- 
ably reported to 
have been made 
by former gover- 
hose, to the ef- 
ill-consi- 
| and ill- 
timed. Although 
MacLehose later 
denied he had 
said this, several 
who were present 


Was 










ve | thought the trip would have been 
timely (presumably after the negot 











MacLehose did not say when he 
























































tions have finished). His comment 
came ill from a man whose career, in- 
cluding the final accoladeof a barony; 
flourished during a governorship 
which coincided with a boom. It came 
from the mouth of a man who has en- 
couraged the people of Hongkong to 
Speak up and let their wishes b 
known and who himself went to Pe- 
king in 1979 to raise the possibility oj 
an extension of the Hongkong lease 
(only to be rebuffed). "Be quiet and 
be good boys and girls while we de- 
cide your fate," he appeared to be 
saying. i 
The episode reminded a friend. | 
the two rabbis standing in a queue 
waiting to enter the gas chambers at 
Auschwitz. They are prodded along 
by a German guard. “I've a good mind 
to tell that brute what I think of him 
one says. “Shhh!” says the other. "Do 
you want to get us into trouble?” | 
In fact, as my (former Viennese) 
friend observed, there is much i 
common between what is due to ha 
pen to Hongkong and the Anschluss 
— Hitler's forcible inclusion of Aus- 
tria into the greater German state i 
1938. | 
€ DID the Mainichi newspaper c 
Japan obtain some secret informa 
tion from British Foreign Secretar 
Sir Geoffrey Howe about a hu 
exodus of Hongkong citizens at the 
time of the handover of p 





e PERSONALLY I liked the com- 
ment on the Howe visit by Private | 
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All out of step 





. By Teresa Ma and Derek Davies 


Although not elect- 
S| 





ed, the unofficial 
(non-civil servant) 
members of Hong- 









kong’s executive 
aw and legislative 
councils — known 





collectively as Umelco — are shaping 
a political identity for the territory 
quite independent of either London or 
Peking. 
= Members of the Executive Council 
. (Exco) are consulted by the British 
_ prime minister and are fully briefed on 
. the proceedings of the talks. The radi- 
. cal departure of unofficials from the 
_ British line therefore has considerable 
significance. 
Umelco members first broke their si- 
. lence on the territory's political future 
. in a debate in the Legislative Council 
.on 14 March (REVIEW, 29 Mar.). They 
insisted on mounting that debate be- 
cause the British Parliament was also 
— due to debate Hongkong, and the unof- 
_ficials were unwilling for the London 
. MPs to appear more concerned than 
1 they. On 9 May, nine Umelco members, 
led by senior Exco unofficial Sir S. Y. 
1 Chung, set out for London armed with 
a position paper which has proved to 
_be an embarrassment to both Peking 
i , and London. 
yi The biggest controversy was stirred 
. up by Umelco's request for clarifica- 
- tion of the status of British passport- 
holders with the right of abode only in 
the dependent territory of Hongkong 
(which will cease to exist in 1997). This 
= request was construed as a demand for 
the right to settle in Britain or else- 
— where with the assistance of the 
British Government — an option duly 
. rejected as unrealistic by the majority 
of MPs who met the delegation. 
. "The mission also crossed swords 
— with former Hongkong governor Lord 
MacLehose who reportedly criticised 
g ! the Umelco initiative as ill-considered 
and ill-timed (page 43). Before the 
. House of Commons opened its debate 
1 | on Hongkong, the delegation was un- 
 expectedly granted separate inter- 
views with British Prime Minister 
Margaret Thatcher and Foreign Sec- 
retary Sir Geoffrey Howe. 
In Hongkong, most Chinese resi- 
. dents are torn between the fear that 
. Umelco's paper may enrage Peking, 
causing it to retaliate by taking a hard 
line, and relief that their concerns have 
been voiced. Umelco's paper first out- 
lines the prospect of a highly autonom- 
- ous Hongkong administration, gov- 
. A erned by a basic law under the Chinese 


- 


mr" 


Although they have no say in the talk s on the future, 
a delegation to London causes more than a slight stir 


Constitution, after 1997 when 
sovereignty over Hongkong will revert 
to China. It suggests that the essential 
elements of the basic law should be en- 
shirined in the Sino-British agreement 
anid that parliament should withhold 
ratification of the agreement until the 
terms of the basic law are known. The 
basic law will be promulgated by 
China in the early 1990s, the paper 
say's. 

The unofficials argue that a bilateral 
agreement compatible with the basic 
law will more likely be observed by 
China and will therefore be more ac- 
ceptable to Hongkong people. They 
also ask whether Britain should not in- 
sist on retaining some residual status 
in Hongkong beyond 1997 *to provide 
reassurance" that the terms of the 
agreement will be kept. The implica- 
tion of this is that the very act of sign- 
ing an agreement would automatically 
confer a post-1997 residual status on 
London. 

The paper warns of the possibility 
that Peking authorities will start inter- 
fering with the administration of 
Hongkong between now and 1997, in 


MALAYSIA 





which case *theallegiance of the police 
force and the civil service will be seri- 
ously impaired." The paper points out: 
"Quite apart from the disastrous effect 
on the people of Hongkong, this would 
be as embarrassing to the British Gov- 
ernment as à ruined economy would be 
disappointing to the Chinese Govern- 
ment." 

The position paper has come under 
severe attack by pro-Peking Chinese- 
language newspapers in Hongkong as 
well as Peking officials attending the 
second session of the sixth National 
People's Congress. The first official 
criticism was carried by the Xinhua 
newsagency: "The [Umelco] statement 





Back in the battle 


Finance Minister Razaleigh's bid for Umno's No. 2 post is 
revived when an accused murderer denies any links with him 


Ety K. Das in Kuala Lumpur 


he most important Malaysian elec- 
tions are not general elections, 
which the ruling National Front coali- 
tion has won handsomely all seven 
times since the first, in 1955. The elec- 
tion which determines the direction 
and strength of the government is that 
oif the leading party in the coalition, 
the United Malays National Organisa- 
tion (Umno), which has provided all 
lour of the country's prime ministers 
‘and has tightly controlled the course of 
Malaysia's steady economic growth. 
Umno has for the most part been 
able to keep the non-Malay parties in 
the coalition under control because of 
its own record of internal discipline. 
The main coalition partners — the 
Malaysian Chinese Association and 
the Malaysian Indian Congress — have 
been torn by dissension time and time 
again. But this year Umno is facing the 
same kind of strife as the others, and 
the party election due on 25 May is 





being watched with great interest. 

At the centre of attention are two 
crucial posts — the deputy presidency, 
now held by Deputy Prime Minister 
Datuk Musa Hitam, and the post of 
Umno Youth leader, now held by Cul- 
ture, Youth and Sports Minister 
Anwar Ibrahim. 

In 1981, when Musa, às education 
minister, and Finance Minister Tunku 
Razaleigh Hamzah fought for the de- 
puty presidency, "there was nothing 
friendly or sporting about it," one 
Umno veteran said. It was widely be- 
lieved then that the 1984 return match 
would be bitter, and the cámpaign in 
recent months has proved that predic- 
tion correct. Reports of free spending 
to influence delegates is par for the 
course in Malaysian politics and raise 
few eyebrows. But in the middle of the 
intense campaign, reports from Hong- 
kong that Razaleigh was named in a 
murder trial by the accused caused 
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o 
Unofficials in Downing Street: striking out alone. 





is considered here as an attempt to 
obstruct the conclusion of an agree- 
ment by the Chinese and British gov- 
ernments on the Hongkong issue at an 
early date. It is therefore detrimental 
to Hongkong's stability and prosper- 
ity, and runs counter to the views and 
wishes of Hongkong compatriots." 


hinese officials are no doubt angry 

because Umelco has seen fit to cast 
doubt on Peking's promise not to in- 
terfere in local administration between 
now and 1997. The leftwing press has 
argued that Umelco's requests would 
violate Chinese sovereignty. China's 
position is that any form of official 
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shockwaves within the party. The ac- 
cused, Mak Foon Than, a Malaysian, 
was alleged to have said in a statement 
to police read out in court on 2 May 
that Razaleigh had sent him to Hong- 
kong to coflect money from business- 
men there, which Mak indicated were 
kickbacks. 

For many people here the news spell- 
ed doom for Razaleigh at the election, 
which was just three weeks off. But 
there was also sympathy for him, stem- 
ming from a feeling that he was being 
“fixed” by what he himself called “a 
certain invisible force.” When a few 
days later Mak took the stand and de- 
nied the statement, the Razaleigh fac- 
tion was jubilant. One Razaleigh sup- 
porter told the REVIEW: “Now it is clear 
there was a plot.” While the logic was 
obscure, it was clear that the Razaleigh 
faction would now use the conspiracy 
theory to the limit to discredit Musa’s 
campaign. 

But the Razaleigh campaign was 
complicated by the surprise entry of 
what many observers here see as a 
spoiler: a third candidate for the post 
— Datuk Harun Idris, one of the three 
elected incumbent vice-presidents 
whose once-charismatic leadership 
inspired. a vast following. But after 
being convicted of corruption in 1978 
and serving more than three years in 
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British presence in post-1997 Hong- 
kong would also compromise its 
sovereignty. Furthermore, as the basic 
law is due to be written into the 
Chinese Constitution and therefore 
will become a domestic issue, it would 
not be right for the British Parliament 
to debate its terms or for London to 
monitor its observance by China. 

Now that Peking has been joined by 
London in dismissing the Umelco un- 
officials as  unrepresentative, the 
Hongkong Government is busily draft- 


| | ing a series of reforms desi 


ed to im- 
plement Howe's promise that the ad- 
ministration "will be developed along 
increasingly representative lines." As 
reported in the REVIEW (3 May), the in- 
tention is to build upon the extisting 
part-elected local councils in the ter- 
ritory, which are intended to act as 
electoral colleges for higher bodies up 
to the Exco. 

At some stage, much further down 
the road, the new set-up will be used 
for the selection of a governor, presum- 
ably a "Belonger" (that is, someone 
who has lived in Hongkong for at least 
seven years). Well-informed sources 
stress the cautious manner in which 
these reforms are being drafted, the 
watch-word being “gradualness” and 
the slogan, "Democracy, No! Rep- 
resentativeness, Yes! " 

In view of Umelco's vulnerability to 
the charge that they are unrepresenta- 
tive, it is unlikely that a gradual tink- 
ering with an expansion of the present 
system spread over the next decade 
will be seen as an adequate response, in 
London, Peking or in Hongkong. While 
Howe went out of his way to praise the 
patience shown during the negotia- 
tions and the Hongkong Government 
regularly refers to the population's 
common sense, an ultra-cautious, 
over-extended programme of electoral 
reform will be seen as a vote of no con- 
fidence in the people. o 
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jounce his ede ‘Gaul 15 May, the 
leadline for acceptances. 
yere say Musa would win easily in a 
hree-cornered fight, with Harun 
drawing away Razaleigh votes. But 
this does not square with the view of 
‘some. “that Harun is in. Razaleigh's 
camp: If he does withdraw at the last 


































)ecome more clear. 

 Harun has given no indication. that 
e will withdraw, and he told jour- 
nalists that he was standing in the hope 


the Musa-Razaleigh battle of 
81. He also said that even if he won, 
would not make a bid for the deputy 
me ministership, which normally 
yes with. the party post. He said he 
uld simply do party work (REVIEW, : 3 


he. second. surprise of this year's 
party election is the challenge 
rown at youth leader Anwar by his 


ecommunications Minister Datuk 
Suhaimi Kamaruddin. Anwar, accord- 
ng to Suhaimi's faction, had taken the 
movement too close to the government 
it was no longer the powerful 
by it used to be. While this — 
ent was a powerful one 10 year s ago 
when Umno Youth was campaigning 
or rapid economic changes designed 
benefit ethnic Malays, under 




















he prime minister himself has been an 
nnovator for such change, with all the 
'atience of youth. 





nuine disaffection with Mahathir, as 
run claimed in an interview, the 
ly delegates will likely express it by 
ing for supreme council members 
ho will slow Mahathir down. 
Suhaimi is more likely to be one of 

ese than Harun. Razaleigh, too, 
















many analysts here have pointed out, 
‘the outcome of this year's election is 
‘anybody's guess 

















ical patronage. which was once 
'nough to secure votes, is no longer so 
affective. 

“Money,” 
‘s what political patronage 
meant. Now the bumiputra-oriented 
New Economic Policy has created so 
many multi-millionaires. Each of them 





















hange the course of Malay pok 


fief miser ot SClangor- siste: — 
no Youth leager, — he would: 


Analysts | * 


minute, his motives for running would 


aine the party, now badly split 





) redecessor, Deputy Energy, Posts and- 


y of Paris. 





Mahathir it is hardly necessary since. 


But it is argued that if there is. 


might benefit from such a mood. But as 


— the party is badly - 
‘split and, unlike in the past, there are 
“now so many wealthy Malays that poli- | 


one Umno veteran said: 
once p 


s a source of patronage, a source of | 
The election will show how . 
his new wealth does or does not. 





Pwo- tendencié have co-existed 


ps the Communist Party of Viet- | 


nam (CPV). Sometimes these have op- 


posed each other behind closed doors, 


though often too — especially up to 





1975 — they have strengthened each | 


other. Starting in the 1940s. by avoid- 
ing radical. class. antagonism and 


stressing patriotism among all social 


strata — Ho Chi Minh managed to take 


power as the champion of national in- 
dependence. Later, in the 1950s, a elass 


line, couched in a Maoist framework, 
emerged, but was moderated by the 
specifically national problems that 
existed until the. nationwide com- 


munist victory of 1975 5. 


Aware of the weight of Con- 
fucianism in village life, Ho Chi Minh 
set about wrapping Lenin in the gar- 
ments of the ancient Chinese -sage. 
Taking his cues from the gerontocracy 
of traditional Vietnam, he hastened his 
own aging to project better his message 
as "Bac" — the oldest paternal uncle 


who was primarily responsible. for 


Georges  Boudarel, editor of La 
Bureaucratie en Vietnam, (Harmattan, 
Paris, 1983) teaches history at the Uni- 


— family traditions. After osten- 
sibly dissolving his own party at the 
end of 1945, he played up the classical 
virtues — sense of humanity, intelli- 
gence, courage, integrity, rectitude — 

as the essential traits of the true re- 
volutionary. His method consisted of 
"pouring new wine in old bottles," 


eral secretary of the CPV, Le Duan. 


This traditional pose made it possible 
to rally much of the population around | 


a communist party which theoretically 
did not exist, but which in fact ran all 
the key organisations, starting with 
the army. 

"Uncle Ho's” government 
achieved a nationalism strongly im- 
planted in rural Vietnam, only rein- 
forced by French military operations 
that ravaged the countryside. 


Following the victory of Mao Zedong 

in China in. 1949, ideologues took pre- 
cedenceover.pragmatists searching for | 
original national solutions. Any objec- - 
tion voiced to the new line would. be 
perceived as a betrayal of the Vietnam- 
ese cause. Thus patriotism.was used as 
the medium to deliver the new ideology - 
to the people. Ideology and patriotism i 


ened each other; 


to 
use the expression of the current gen- 


inus : 


the "Jeade rship ‘to. weather, the wori 
problems. > seo 
|. From 1951, agversl Chinesen missions 
played very influential .back-stage 
roles as advisers to the Vietnamese 
leadership. After all, had not the pro- 
cedures they advocated brought vic- 
tory in their own country? The team led 
by Lo Guibo. imported the methods 
forged in Yenan in 1942 for. the cam- 
paign to "rectify work style" known as 
cheng feng. The transfer was virtually 
intact, with only a modest change in 
label: the system was renamed chinh 
huan, or "rectification-instruction." 
Conformity and unanimity became the 
imperative. Anyone raising an objec- 
tion was labelled reactionary and 
backward. This new school threw out 
knowledge as a criterion for selection 
and discarded the notion of humanity, 
the keystone of the old social system, . 
Chinh huan training sessions took 
the form of retreats, with all outside 
contact cut off to facilitate a greater 
“mental concentration.” The system 
was flawlessly coherent. Ideology. de- 
termined everything, Theory was put 
resolutely into practice. Every dogma- 
tic recital was followed by discussion 
which was aimed not at stimulating 
critical reflection but at abolishing 
doubt. The objective was not intellec- 
tual but emotional — creating a new 
mentality, a new behaviour. 
The sessions ended with kiem thao, 
a global examination of conscience, 
aimed at rooting out the faults of 
human beings, considered thoroughly 
tainted by feudalism and capitalism. 
These pressures. took on a physical 
character in China, though varying in 
degree according to period. The whole 
assembly would scream at recalci- 
trants, forcing them to stand in 
humiliating poses, arms stretched be- 
hind their backs. In Vietnam, the con- 
straints were never so brutal, even in 
the hardest period between 1952 and 
1956. Moral pressures usually sufficed 
to obtain consensus. Middle-class 
urban cadres were called upon to make 
a self-examination and rally to the new 
line. And they did s so > mostly out of pat- 
riotism. ` 
The.system.was ;at least more subtle 
than Stalinist repression which relied 
solely on brute force. But. as an as- 
sembly line of conformism. Thee» 
tion of heroes went hand in hand with 
the promotion of yes-men. < 
In communist. China, solidly estab- 
lished within. traditional continental 






































































GL M 


C43 a. 


problem, the failure of these methods 
to prove as effective in economic life as 
they had been in wartime became the 
key issue. Ever deeper splits developed 
between partisans of the ideological 
panacea and realists, reaching a 
climax in the Cultural Revolution. 

In Vietnam at that time, the priority 
of the national question provoked a 
contrary reaction even among the 
strongest partisans of Maoism. The im- 
perative of reunification and the mili- 
tary struggle led the party leadership 
to close ranks and adopt relatively 
moderate policies. Hanoi's duty was to 
“take into account” (chieu co) the 
other zone. In 1956 it had learned from 
the crisis set off by the way agrarian 
reform was carried out, according to 
the violent methods recommended by 
Chinese advisers. Thus Hanoi re- 
frained from imitating the experience 
of the people's communes and the Great 
Leap Forward, despite some sympathy 
for those programmes. 


t the same time, reaction against the 

modest farm cooperatives set up in 
the north and calls for à return to the 
family farm dear to the 
hearts of the peasants 
were resisted on the 
grounds that there were 
urgent national prob- 
lems to be dealt with. 
The American interven- 
tion in 1965 totally over- 
shadowed these domes- 
tic issues. War restored 
unanimity in the face of 
the external enemy and 
momentarily swept 
aside all basic debates 
over development. 

At the hour of com- 
munist success in 1975, thesituation in 
the region defied all logic. Just as the 
Chinese were beginning a serious re- 
evaluation of Maoist methods, their 
torch was taken up by the Khmer 
Rouge, who retained only the most 
elementary and brutal aspects, unen- 
cumbered with scholasticism. 

In Saigon, the entrance of the north- 
ern tanks was a purely military success 
due to bold surprise moves on Phuoc 
Long and Ban Me Thuot, destabilising 
the whole of the enemy forces. The 
population were onlookers rather than 
real participants in their "liberation." 
The methods previously employed in 





‘Aid from Moscow was 
expected to accomplish 
wonders. The weapon of the 
political course and the 
ideological sermon would do 
the rest in the form of “re- 

education. '? 
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the North were inappropriate to the in- 
dividualism of the southerners, who 
moreover had recently benefited from 
agrarian reform and had been inte- 
grated into a market economy by the 
United States’ intervention. 

At the same time that victory could 
be claimed by the most doctrinaire. 
The fervent Maoists and champions of 
armed action and radical methods 
claimed it as proof that they were 
right. As relations grew more and more 
tense with the Khmer Rouge and Pe- 
king, there was soon the spectacle of 
Vietnamese "ultra-Maoists" in con- 
flict with the Chinese "infra-Maoists" 
of the Deng Xiaoping group, to use ter- 
minology that made the rounds in 
Hanoi. The former wanted to speed up 
reunification and general socialisa- 
tion. The Great Leap Forward in the 
1950s made an abrupt reappearance 
but with its label removed and in a new 
Soviet setting. Aid from Moscow was 
expected to accomplish wonders. The 
weapon of the political course and the 
ideological sermon would do the rest in 
the form of “re-education.” 

But these methods provoked a pas- 
sive resistance as wide- 
spread as the corruption 
that spilled over into the 
North, where so many 
basic problems had been 
left hanging by the war. 

So in recent years in 
Vietnam, as in China, it 
has been Maoist ideol- 
ogy that is in crisis. 
Remarkably effective 
when it comes to mili- 
tary action requiring à 
morale of steel ap- 
proaching fanaticism 
and maximum secrecy 
favourable to surprise actions, this 
ideology turns out to be unworkable in 
a peacetime society. The time has come 
for a radical re-examination, but the 
Hanoi leadership is hesitating. 

One faction is attracted by Hunga- 
rian-style solutions. It seeks to take 
into account the plurality of society as 
it is, to revive economic life and re-es- 
tablish contact with the West. But the 
majority, once fascinated by Mao, per- 
sists in keeping the cadres mired in 
ideology and self-criticism. As fiercely 
ideological as nationalist, these lead- 
ers are heading down an Albanian path 
that paradoxically leads to ever great- 
er dependence on the Soviet Union. 
The fluctuations between these two 
lines conflict in secret but in practice 


tangle each other into paralysing knots. |: 


They create a rhythmic alternation be- 
tween hot and cold, open and closed, 
pragmatism and dogmatism. The re- 
sulting double language confuses ob- 
servers and discourages a population 
disillusioned with struggle and exhor- 
tation. o 
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A history of militancy makes 
the Sikhs a formidable force 


By K. Bhupal in New Delhi 


"Oh, God, the world is on fire, 
Save it, oh, save it through whichever 
door he cometh unto you." 


o sang Guru Nanak (1469-1539), 

the founder of the Sikh religion. 
Today, five centuries later, this prayer 
for universal salvation has greater val- 
idity in the light of the turmoil in 
India's Punjab state. Guru Nanak was 
born at a time when the Hindus, riven 
by sectarian and caste differences, had 
moved away from the eclecticism of 
the Vedantic path and were being 
pushed further into their shells by the 
Muslim invaders. To him, there was 
"no Muslim, and no Hindu," but only 
man who had a common destiny. 
"Fight with no weapon save the word 
of God," he said. 

The term "Sikh" is derived from the 
Sanskrit "sishya," meaning disciple. 
The Sikh faith was fundamentally re- 
ligious in its beginnings, as Annie Be- 
sant notes, but was forced by the pres- 
sure of circumstances into a militant 
movement. The fifth guru, Arjunmal 
(1581-1606), organised the Sikhs as a 
religious community with its centre at 
Amritsar. This site had been presented 
by the Mogul emperor Akbar. 

Guru Arjun compiled the Adi 
Granth, the First Book, from the say- 
ings of Guru Nanak and his successors 
as well as of other saints. He fell foul of 
the Mogul emperor Jehangir and suf- 
fered for it. Arjun's son, Har Gobind 
(1606-45), introduced militancy into 
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what was until then a pacific grouping 
and also bound the Sikhs into a body 
apart from both the Hindus and Mus- 
lims. The 10th and last guru, Gobind 
Singh (1675-1708), completed this pro- 
cess. 

According to J. D. Cunningham's 
classic, History of the Sikhs, the 
execution of the ninth guru, Tegh 
Bahadur, by the emperor Auran- 
gazeb left a deep impression on the 
mind of young Gobind and "under the 
mixed impulse of avenging his own 
and his country's wrongs, he resolved 
upon awakening his followers to a new 
life, and upon giving precision and aim 
to the broad and general institutions of 
Nanak." 

With this end in view he founded the 
Khalsa (the pure), a select band (like 
the medieval templars of Europe) 
whom he initiated through the bap- 
tism-like ceremony of “pahul” by 
sprinkling them with sacramental 
water stirred with a double-edged 
dagger. 

They were enjoined to add to their 
names the word “Singh” (lion) and to 
wear the five Ks — kesh (long, un- 
shorn hair), kangha (comb), kirpan 
(dagger), kachcha (knee-length 
breeches) and kara (steel bracelet) — to 
establish a distinct identity. Gobind 
declared that there would be no gurus 
after him and that the Granth, to 
which he added a section Daswin Pad- 
shah ka Granth (the book of the 10th 
king), would be the final authority. 


After the fall of the Mogul Empire, 
the Sikhs who had been driven to the 
hills came down to the plains as 
marauding bands and succeeded in 
founding small states. There were 12 
such “misls” (confederations) when 
Ranjit Singh — “an extraordinary 
man, a Bonaparte in miniature” — 
came on the scene. His political genius 
united these warring states into a com- 
pact national monarchy. But his death 
brought renewed strife, and the effi- 
cient army he had created turned into a 
"tumultuous arbiter of politics." This 
led to the Anglo-Sikh wars and the ul- 
timate annexation of Punjab by the 
British. 

The Sikhs soon reconciled them- 
selves to British rule, and prospered 
under it. They’ did not join the 1857 
mutiny but remained loyal to the: 
British. And they were rewarded 
quickly: according to historian 
Surendra Nath Sen, the Sikh strength 
in the army was raised "almost to the 
point of saturation." The Sikhs claim 
that at the time of partition of India in 
1947 their share in the army was 33% 
but has, under a 1980 government 
order fixing quotas according to the 
population of various states, fallen to 
12%. Among their current demands is 
that the earlier position should be re- 
stored. 


ttempts on the part of the Sikhs to 

assert their separate identity have 
continued with varying emphasis since 
1947, but never as forcefully as since 
1981. Spearheading the Sikh demands 
is the Akali Dal, which was formed in 
December 1920. Its first major struggle 
was for the reform of Sikh temples, or 
gurudwaras, which were under the 
management and control of corrupt 
priests. 


Guru Nanak; armed Sikhs at the Golden Temple: God's warriors. 





24 MAY 1984 e FAR EASTERN ECONOMIC REVIEW 





[he heirs of the Guru 


Sant Jarnail Singh 
Bhindranwale (38) 
claims to be a re- 
ligious man dedi- 
cated to spiritual 
work and preach- 
ing. He leads the 
Damdami Taksal, 
a religious group 
engaged in giving 
“amrit”.  (ordain- 
ing the faithful), 
training preachers 
and holding congregations. He came 
into the limelight in 1978 after a clash 
between his followers and the Niran- 
karis (another religious sect). 

A series of killings of Nirankari 
leaders, including their chief, Baba 
Gurbachan Singh, followed. Bhin- 
dranwale's ascendency to prominence 
has been rapid, thanks to his extremist 
stance and one-upmanship. In the 
March 1979 elections to the Shromani 
Gurudwara Prabhandak committee 
(which controls and manages the 
gurudwaras) the Akalis won 95% of 
the elective seats, while all 32 candi- 
dates backed by Bhindranwale lost. He 
has since more than made good this 
loss of face. 

Bhindranwale has a strong, heavily 
armed band of supporters around him. 








A man given to fiery rhetoric, he 
arouses the religious passions of the 
rustic Sikhs easily. While denying po- 
litical ambitions, he virtually dictates 
the course of events in today's Punjab. 
PANA-INDUA 
F Prakash Singh 
í Badal (57), now in 

New Delhi's Tihar 
jail for burning a 
copy of the Indian 
Constitution in 
protest against 
Article 25, comes 
from a prosperous 
farming family. 
After graduation 
from university, 
he actively took to 
social work. In 1957 he was elected to 
the Punjab Assembly as a Congress 
candidate. In the 1969 mid-term poll, 
he contested as an Akali nominee and 
was re-elected. Badal has taken part 
in various Akali agitations and suffer- 
ed imprisonment. During the 1975- 
77 emergency he was in jail for 19 
months. 

In the 1977 parliamentary elections 
he was returned from Faridkot and 
joined the Janata government as ag- 
riculture minister. But soon he was di- 
rected by the Akali leadership to re- 
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turn to Punjab politics. Winning an as- 
sembly seat, he became chief minister 
of the state. The return of the Congress 
to power in 1980 saw Badal back in the 
opposition ranks. i 


Sant Harchand 
Singh Longowal, 
as president of the 
dominant — Akali 
Dal group (there 
are four splinter 
groups), is in an 
unenviable  posi- 
tion. This soft- 
spoken, genial 
Sikh (50) is a 
bachelor. He came 
into prominence 
as the "dictator" of the Akali cam- 
paign against the emergency imposed 
by Prime Minister Indira Gandhi in 
1975-77. Entering the religious order 
as a child, he had largely confined him- 
self to preaching until circumstances 
forced him into active politics. 

In 1967 he contested and won an as- 
sembly election, but at the end of the 
term gave up politics, only to be drawn 
into it again in 1980. In the faction 
politics of the Akali Dal he sided with 
the group led by former chief minister 
Prakash Singh Badal, who is consi- 
dered a moderate. Longowal's main 
concern today is to retain his hold on 
the Sikhs against the populist and jin- 
goist postures of Bhindranwale. Oo 





There has been endless debate on 
whether the Sikhs constitute a sepa- 
rate nation, Cunningham thought that 
as early as 1849 they had “become a 
nation.” Vincent Smith, however, is of 
the view that the Sikhs “are not, and 
never have been, a nation in any intel- 
ligible sense.” Percival Spear speaks of 
“something like nationhood.” 
Jawaharlal Nehru, in his Glimpses of 
World History, refers to the “sectional 
nationalism” of the Sikhs in the 1920s. 

Up to the early part of this century 
the Sikhs did not consider themselves 
separate from the Hindus. In fact it 
was the tradition for every Hindu 
family in Punjab to let one son adopt 
Sikhism. Relations were cordial and 
inter-marriages and social mixing 
were common. But gradually, owing to 
socio-economic and, largely, political 
factors, relations soured. Even as the 
Sikhs started emphasising their sepa- 
rate identity, Hindu suspicions 
spawned a backlash. So much so that 
at the 1951 census, most Hindus in 
Pubjab registered Hindi as their 
mother tongue, instead of Punjabi. 

The Sikhs then raised a demand fora 
Punjabi-Speaking state and backed it 
by a prolonged campaign. New Delhi 
ultimately conceded the demand in 
1966, dividing the region into Punjab 
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and Haryana, with Chandigarh as the 
common capital. Punjab pressed for 
Chandigarh for itself alone and this 
demand was accepted in principle in 
early 1970s on condition that Punjab 
cede some other areas to Haryana and 
fund the building of a new Haryana 
capital. This issue still remains unset- 
tled, and also forms the basis of one of 
the current Sikh demands. 


oO Punjab, Hindu-Sikh differ- 
ences are hardly noticeable. Sikhs 
prosper in all walks of life — agricul- 
ture, industry, trade, etc. There are 
large settlements of hard-working, 
and affluent, Sikh farmers in Rajas- 
than and Uttar Pradesh, while Sikh 
entrepreneurs thrive in Bombay, Cal- 
cutta and New Delhi. They hold a pre- 
dominant position in some trades such 
as transport and motor spare-parts. 
The ‘president of the country, Zail 
Singh, is a Sikh. 

The Sikhs, though a small communi- 
ty against the backdrop of India’s mas- 
sive population, are very conscious of 
their strength, deriving from religious 
fervour and a martial temperament. 
Their population in the pre-partition 
united Punjab was estimated at 6 mil- 
lion in 1947 by the Akali leacler, Master 
Tara Singh. In 1951, Sikhs formed 35% 


of the Punjab population. At the reor- 
ganisation of the state in 1966, Punjab 
had a total population of 11.4 million, 
55% of them Sikhs. The Sikh popula- 
tion throughout India at the time of the 
1971 census was 10 million, or 1.89% of 
the country's total population. 
Politically, the claim of the Akali 
Dal that it is the only authorised repre- 
sentative of the collective will of the 
Sikhs is not accepted by other parties, 
particularly the ruling Congress. In the 
post-independence period the Con- 
gress has been in power in Punjab for a 
much longer period than the Akalis. 


The Congress claim has been that all. 


Sikhs are not Akalis and that this has 
been demonstrated at various elec- 
tions. Prime Minister Indira Gandhi 
contends that the intensity of the Akali 
demands is related to whether the 
party is in power or not. The resump- 
tion of the Akali agitation is attributed 
to the return of the Congress to power 
in 1980. 

The current Akali demands, popu- 
larly known as the Anandpur Sahib 
Resolution, were formulated in Oc- 
tober 1973, but were adopted as a party 
charter'only on 13 April 1981. This re- 
solution makes religious, political, ter- 
ritorial and other demands. It abounds 
in phrases such as "the Sikh way of 
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he first three have been conceded, 






arth. 
The resolution wants the central 
overnment's authority over Punjab to 










ights to Punjab over the waters of the 





me territories in neighbouring sites. 








tution which includes Sikhs among 
ndus. 







ded Sikhs, Buddhists and Jains 
ng the Hindus in order that the 
oncessions and privileges extended to 
e backward classes among the Hin- 
s might be available also to these 
mmunities.) 





















































Dal has mounted various forms of 
ation since 1981. The movement, 
ely peaceful in the beginning, took 
iolent turn in September 1981 when 
gat Narain, a senior politician and 
itor of a group of newspapers, was 
ot dead. Sant Jarnail Singh Bhin- 
anwale, a vitriolic village preacher, 
alleged to be involved. 


lice on a date set by him, but 
s released soon afterwar ds on 
e prime minister's orders. In July 
82 he started an agitation protesting 
nst the arrest of his followers. This 
emerit was taken over by the Akali 
a month later in a bid not to be out- 
e by the extremists. Safely en- 
inced in the Golden Temple, which 
* police do not want to enter for fear 
.hurting religious feelings, Bhin- 
anwale and other extremists have 
ide a mockery of the law-and-order 
chinery. 

There are as many as eight militant 
Sikh groups within the shrine, and of 
late there have been fatal clashes 
among them. Bhindranwale's most 
anatical supporters belong to the All- 
India Sikh Students Federation, now 
nder government ban. | 

But, even in the troubled Punjab of 
oday, there is a "silent majority" both 
nong the Sikhs and the Hindus that 
ets greater store by what is common 
etween the two communities than 
that divides them. Calm may well be 
estored when these sane elements 
ather 
hotheads. The government is 
paralysed, and only a popular initia- 





action has been promised on the | 


e confined to defence, foreign rela- - 
ions, communications, railways and | 
urrency. It also demands. exclusive 
| who. since May. 1980 ha 
centre to help the 


tavi, Beas and Sutlej and lays claim to 
or legal prot 


e resolution seeks scrapping of the- 
- of Article 25 of the Indian Con- 


(The constitution-framers had in- 


press home its demands, the Akali 


Bhindranwale surrendered to the 


courage to denounce the 


ive can save the situation. | 






Golden Temple to broadcast religi- B5 

nusic, permission to carry the kir-. )j 
“on Indian Airlines flights and a 
igle management for all gurudwaras 


By. A Correspondent in Hongkong 


Te room, a- telephone-answering 
service, a filing cabinet, a desk and 


some shelves, a confidential casebook - 


and lots of hard work and courage. 







That is the extent at present. of the 


Hongkong Women's Centre. 
The casebook records th 
contacts with more than“ 









blems, housing or health 
worries and establish their Tabour 
rights and education options. ~ 





But this, Says the Hongkong Cojilicil | 
of Women, organisers of the centre, is 


not enough to help thousands more 
women, mostly Chinese, in the low-in- 
come groups and. living in public- 

housing estates, who the council Says, 

need a “real” women's centre to assure 
them of their rights. 

Such a centre, the council envisages, 
would provide help for rape victims 












ible than that at present run.by 
Family Planning Association); am 
cal advisory service; a full-time social 





worker eraployed as counsellor; a com- 


plete library, and facilities for semi- 
nars and meetings on women's issues. 
But what the council lacks to bring 
such a centre into being is money — and 
the reason the money is unavailable is 
a curious bureaucratic battle over 
whether Hongkong is or is not a de- 
veloped nation. More than three years 
agio, the council submitted an appeal to 
the United Nations in New York for a 


HK$500,000 (US$64,000) grant to. 
cover the cost of about 700 sq. ft of of- | 
fice space, a fulltime worker and day- | 


to-day expenses. . 

The appeal was redirected to the of- 
fice of the UN Economic and Social 
Council for Asia and the Pacific in 


Bangkok — where it was rejected on 


the grounds that. Hongkong is de- 


veloped. The women's centre coun- 


tered with a plea that, while the territ- 
ory may be developed in certain areas, 


it does not have the sort of social ser- 


vices expected in a developed country, 
nor perhaps the educational standards 
which in a developed country enable 
ordinary people to stand up for their 
rights. This plea was also rejected. 

The Hongkong Government has sig- 
nalled its approvalof the project — pro- 
vided it.is not called upon to provide 


funds. *Individuals in the Social Wel- 


fare Department are sympathetic; they 
realise that we need something like 
this. But the government is reluctant to 
put funds in," said Yu Sau-chuk, the 
council steering group member res- 
ponsible for volunteer activities. ma 





m solve their márital | 


omprehensive and more ac es- | s 





The steering oup. has so far raised 
just a . The. American 
Women’s “AS. ociation | donated 
HK$10,000 to help establish | a library. 
But other fund-raising efforts have so 
far failed, And meanwhile, the centre 
continues in its bathroom-sized “tem- 








| porary" office manned by a dedicated 





team of woman volunteers. Two nights 
a week a woman lawyer i is available to 
answer legal queries. On other even- 
ings a woman doctor gives medical ad- 


. vice. 


“From our - experience, the women 
who call are not well educated. Some 
of them don't know which organisa- 
tion to go to at the start of a problem," 
said Yu. "This makes it less intimidating 


for them. Chinese women are often 


quite shy and uncertain — for example, 
as to whether. they really want a di- 
vorce, As volunteers, we talk things out. 
with hem, but we never make. deciz i 





| T oe EE are po novies et | 


cent. "Also, the centre offers complete 
anonymity," she added. | 


n he volunteers themselves are mostly 
middle-class Chinese women — 
housewives, office-workers and jour- 
nalists. Although many expatriate 
women are anxious to help, the lan- 
guage barrier keeps their numbers to a 


minimum. One difficulty the volun- 


teers face is lack of training, though 
regular meetings are held to get a bet- 


ter understanding of the problems 
women face and orkshoy s have been 





Against Child- — and the Family 
Welfare Society as well as profession- 
als involved with the sort of problems. 
with which the volunteers must deal. 
One of the most common situations 
the centre faces is that of women whose 
husbands suddenly walk out on them. 
But the centre would also like to do 
more about equal opportunities and 
equal pay for working women; and 
about mental-health problems 
brought on by the pressure of bringing 
up children and working fulltime — a 


| pressure which can bring on a com- 


plete mental breakdown or lead to 
child-battering. However, this will be 
difficult to accomplish until a genuine 


centre is operating, a centre which, in 


the words of the council's proposal will. 
"be the foundation of future social and 
political action towards the realisation 
of a women's vision." 

But until outside —— help is | 
found, the women’s centre will be unable 
to help women as m chasit wants to. Ei 
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We bring good things to life. 
GENERAL GB ELECTRIC 


U.S.A. 
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US $87 billion is quite noticeable. 


In London, the bigeest international banking centre, 
National Westminsters tower fairly reflects the bank's 
position as one of the biggest and most profitable banks 
in the world. 

Its assets top eighty seven billion US dollars, its money 
lent currently tops sixty five billion? and the annual turn- 
over of its international money centre in London alone 
is over 1.6 thousand billion US dollars. 

The only way a bank can develop an operation on 
this scaleis by providing its customers with an unparalleled 

| wealth of know-how and initiative. 
On demand. 


We believe that there is no bank in 
a better position to take wise and decisive 
action on your behalf. 


«» National Westminster 
The Action Bank 


*As at 31st December 1983 
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FLY MALAYSIAN. YOU 


SOFT MALAYSIAN SMILES 





Newly-dyed handprinted Malaysian batik hanging out to dry 


Bangkok € B.S. Begawan € Haadyai € Hong Kong € Jakarta € Jeddah € Madras € Manila € Medan € Perth € Seoul e 


LL LOVE THE FEELING. 


Our inflight crew will look after you 

as all Malaysians do. Specially. Personally. 
With a smile. Nothing is too much trouble. 
It's part of a gentle Malaysian charm that 
comes naturally. 


THAT SAY WE CARE. 









4+) mas WELL TREAT YOU LIKE GOLD 


malaysian airline system 


7475S TO AMSTERDAM @ DUBAI € FRANKFURT € KUALA LUMPUR € KUWAIT € LONDON € MELBOURNE @ PARIS e SYDNEY 
Singapore € Taipei € Tokyo and 36 destinations within Malaysia.For reservations contact your travel agent or any Malaysian Airlines office 
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A UNIQUE OPPORTUNITY... 
FOR THE FIRST TIME IN THE REPUBLIC OF KOREA 


The Italians, undisputed international leaders in the production 
of quality and high fashion leather goods, will display the latest 
basic materials and complementary products for footwear, 
leather goods and leather clothing. 





Pr miss it, VISIT 


SEOUL PLAZA HOTEL 
27 and 28 May, 1984 
from 9 amto 6 p.m. 
—free admittance for Trade only 


Italian Specialized Trade Fairs in this field: 





e MILANO— *FIRENZE— 
May 10/12 LINEAPELLE— November 16/18 PRESELEZIONE ITALIANA 
International Exhibition of Tanners Stylists, MODA—International Fair of basic 
Accessories, Manufactures of lasts, Synthetic and complementary Products for Footwear, 
Materials and Components. Leathergoods, Leather Clothing and Furnishings. 
For detailed information, contact: Italian Trade Associations 
Ke ITALIAN 1 Rr Pe cra yn UNIC: NATIONAL UNION OF TANNERY 
; A i , Via Briza 3-20123 MILANO 
CPO, Bor 56l Tel. 779-0811/2. Telex. 331896. MIC 1 
2231 ANICAM: Via Pietro Calvi n. 3 
20129 MILANO 





In your dreams you may 
have pictured yourselt 
journeying up forgotten 
rivers through jungles 
disturbed by nothing, 
except the passage of time. 

But in Malaysia dreams do 
come true. 

In the heart of Peninsular 
Malaysia is Taman Negara, 
covering a vast area of 4,343 
square kilometres. 

From the comfortable 
Park Headquarters you can 
go shooting 
the rapids, 






fishing, camping and jungle 
trekking. Or if you are more 
adventurous you can climb 
Peninsular Malaysia's 
highest mountain, Gunung 
Tahan. 





For wildlife enthusiasts 
there are specially 
constructed observation 
hides tor animal watching. 
You may even be lucky 





enough to see the 
magnificent Malaysian tiger. 

In the eastern states of 
Sabah and Sarawak are 
national parks which also 
offer exciting and unique 
experiences. 

Looming above the 
Kinabalu National Park is 
the majestic Mount Kinabalu, 
Malaysia's highest mountain. 
The Park itself represents 
a fascinating treasure-house 
of fauna and flora including 
the world's largest flower, the | 
Rattlesia, which can measure 
up toa metre in width. | 


The Bako National Park 
in Sarawak also offers much 
ot interest and abounds 

with unique plant life and 
a wide variety of birds and 
insects. 

Yet another is the Niah 
National Park in Sarawak. 
Here you may explore the 
many limestone caves,observe 
the collection of the much 
sought-after delicacy, ‘‘bird's 
nest’ and view prehistoric 
wall paintings. 





SO why not experience 
them all by completing the 
coupon below. We will gladly 
send you further information on 
our National Parks and make 
your dreams come true. 


R/PEER, 1984/Na 
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Asia in the 19805 needs interfiational banks committed to its 


opportnities and aspirations BNP van tultil these commitments 
\s the world’s third largest bank with 2.700 branches in 78 countries 
around the world and assets of US$100.000.000.000. we have the 
resources atid CAPETI Met lo understand Out TEAS BNI Ss ESUN S 
uon is based on the complete range of commercial banking sers ices 
and the promotion of economic @esclopment 

We are committed to economic grow th wherever we are hased. BNP 


is committed to its part in a growing Asia. today and for the future 
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POLITICS 


From the outside looking in 


Pakistan: The Roots of Dictatorship. 
The Political Economy of a Praeto- 
rian State edited by Hassan Gardezi 
and Jamil Rashid. Zed Press, London. 
No price given. 


his collection of essays is the first 

important critical study of the 
seven-year-old military regime in 
Pakistan led by President Zia-ul Haq. 
Although there have been a number of 
books on the earlier military regimes of 
Ayub Khan and Yahya Khan and also 
on the era of late prime minister Zul- 
fikar Ali Bhutto, academics and writ- 
ers have generally shied away from 
writing about the Zia regime. So, it is 
not surprising to learn that all 16 es- 
says have been written by Pakistani 
academics teaching outside Pakistan 
— in Canada, the United States and 
Britain. This is in itself a sad reflection 
of the current state of Pakistani poli- 
tics and academic research. Many of 
the writers are Marxists, and the essays 
are highly critical of the state of thena- 
tion. 

The most convincing analysis comes 
from Hamza Alavi, an expert on peas- 
ant societies and professor at Man- 
chester University in England. His two 
essays, Class and State and Elite Farm- 
er Strategy and Regional Disparities in 
Agricultural Development, are based 
on his thesis of the “overdevelop- 


ment" of the Pakistani state structure. 

Over the years Pakistan's national 
bourgeoisie, which has never convinc- 
ingly emerged as a powerful force as 
has its counterpart in India, has 
handed over power to the bureaucracy, 
and Alavi recalls the large numbers of 
senior bureaucrats who have gone into 





FICTION 


The arms route —a journey of many legs 


Baraka by John Ralston Saul. Panther, 
London. £1.95 (US$2.75). 


T shopping list is stunning: 100 
Skyraiders, 51 fighter aircraft, 90 
Sheridan light tanks, 791,000 M16 
automatic rifles, 262 helicopters and 
780 armoured personnel carriers. Viet- 
nam's Oil and Gas Directorate boss 
Ngo Van Cu suggests that an "invest- 
ment" in this US$100 million package 
would settle (the American) Western 
Oriental Oil company's claim to explo- 
ration rights granted by the former 
government of South Vietnam. 

But military goodies such as these 
are not easily disposable: United 
States allies will not touch them, the 
Soviet bloc buys only from the Soviet 
arms family, and nations such as Bri- 
tain, France and West Germany have 
their own industries. A complicated 
road transfer through Cambodia from 
Battambang to Chanthaburi in Thai- 
land, and on down to a port on the Gulf 


of Thailand is arranged. From there 
the arms will be shipped to an area of 
the Atlantic coastline south of 
Morocco controlled by the pro-Alge- 
rian Polisario liberation guerillas 
fighting the Moroccans. 

That settled, the American wheeler- 
dealers fly to Morocco and make their 
way across the Sahara to the delivery 
point after setting up a series of double 
deals. The saying in Morocco goes: “He 
who would eat me for lunch, I eat for 
breakfast.” They have the stomachs for 
such fare. 

It all ends in tears, of course, but it is 
a splendid tale marred only slightly by 
an unexpected and unexplained tum- 
ble between a hitherto faithful 
wheeler-dealer wife and one of his 
mates who turns out to be a disap- 
pointing clown without his trousers. 
Saul's first novel (The Birds of Prey) 
sold more than a million copies. 
This one deserves to do better. 

— DONALD WISE 
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business on their own. But the Bhutto 
era destroyed the power-base of the 
bureaucracy as he tried to control 
everything personally and through his 
Pakistan People's Party. Hence, when 
the military took over in 1977 it found 
a political vacuum in the state struc- 
ture, which it promptly filled. With the 
suppression of the always-weak demo- 
cratic movement, the powerlessness of 


the bureaucracy and the inability of 
the bourgeoisie to voice its desires and 


aims as a coherent force, the army has 
had a free run. 
The weakness of Pakistan's na- 


two other interesting essays: In- 


Dragon Seed: Military in the 


every aspect of the administra- 
tion, the economy, the civil and 
foreign service and the business 
world. Army officers now run 
major state corporations and fi- 
nancial institutions, and some 30 
generals are posted as ambassa- 
dors abroad. 

Jamil Rashid in the Political 
Economy of Manpower Export 
demonstrates the devastating 
effects the export of labour to the 


manpower, especially skilled 
manpower, is encouraged by the 


government in order to earn foreign | 
exchange, but it has left whole sectors - 
economy under- — 
manned and understaffed. The last — 


of the industrial 


four essays come under the heading of 
Islam and the Manipulation of Ideo- 


logy and the writers have examined in — 


detail fields such as education, science 
and ideology where they feel Islam is 
being manipulated by the army to 
strengthen its grip on society rather 
than creating a truly Islamic society. 
Most writers express the view that 
Zia's martial law, as opposed to earlier 
military rulers, needed an ideological 
foundation if it was to hold onto power 


because the general public could no ~ 


longer be duped by martial law per se. 
The result has been the army adopting 
Islam as its own ideological creed, 
which allows it to dispel opposition by 
accusing it of being anti-Islamic. 

The book covers an enormous range 
of material and the tables and statis- 
tics bring current trends in Pakistan's 
economy and society very much up to 
date. Some essays do rely more on in- 
vective against the Zia regime, rather 
than on hard analysis. This is borne out 
by the fact that the Pakistani edition of 
the book has dropped two of the hard- 


dustrial Concentration and Eco- 
nomic Power by Rashid Amjad ` 
and the Role of the Government in 
the Development of the Labour 
Movement by Zafar A. Shaheed. 


State by Bilal Hashmi describes — 
how the army has now penetrated | 


oil-rich Arab world is having on | 
the local economy. This export of — 
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tional bourgeoisie is taken up in 
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“Asia houses over half of mankind. Everyday events are 
‘happening here that not only shape Asia's future but af- 
$ fect the entire world. Asia 1984 Yearbook covers these 
E events, compiles analyses and interprets them. No 
‘businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
. medium puts the economic, social and political realities 
E ot Asia at your fingertips as does the Asia Yearbook. 


| Now In Its 25th Edition 

je Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
ave gone into greater detail, with deeper insight, to pro- 
- duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 


Features 
- The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
- liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
- modities, Aviation, Shipping, Trade & Aid, West Asia, 
outh Pacific and Asian Organisations. 
The main body of the book contains chapters on 31 
- countries. Each is divided into 3 sections — Political/ 
-. Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
1 tralia and New Zealand, and then back to Pakistan via 
- India, Indonesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
. cluding a full military profile of every country. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
JA and socia! and cultural landmarks. Each section has 
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minus the mystery, 
minus the myth: 
= Asia 1984 Yearbook 











also been supplied with a set of vital statistics compiled 
against a master questionnaire: provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 


Rout: 8 bo areata a i 


Kirkasternkconon 


Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for i 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Asia 1984 Yearbook (Soft Cover) 
Price: HK$150/US$19.95/£ 13.00/M/S$42.50 each 
No. of copies C by surface 


Asia 1984 Yearbook (Hard Cover) 
Price: HK$180/US$23.95/£ 15.90/M/S$50.00 each 


LJ by airmail" 


O by airmail" 


No. of copies C by surface 
*For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 per 
copy 
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ously considered too critical of the 
military. gob bye s 
The book is certainly better than 
another recent book 6n Pakistan, 
which also inch ‘the Zia era, by 
Tariq Ali, a Pakistafimadiéal livirig in 
London, who is, apart from any other 
criticism, remarka out of touch 
with events and fe 
country. The writérs’ of this book, 
though also outsiders now, still appear 
to be close to whatis going on and con- 
cerned with the eds in which they 

see the military taki akistan ` 
—AHMED RASHID 


ANTHROPOLOGY 
Blood sheds clues to 
history's mysteries 
Le Sang et l'Histoire by Jean Bernard. 


Buchet/Chastel, Paris, 1983. No price 
given. 








E archaeological evidence has 
never shed much light on the origins 
or migrations of such races as the Bas- 
ques, Ainu or North American Indians. 


But now a distinguished French. 


haematologist and prolific writer, Jean 
Bernard, claims blood analysis can 
contribute towards solving such mys- 
teries — since "blood is a mirror of 
eeology." ! E 

By this method the “Redskin” has 
been shown to be a descendant of 
proto-Mongols; Thor Heyerdahl's er- 
roneous interpretation of Polynesian 
migrations to Peru has been proved, 
and the course of Viking wanderings 
from Greenland to Italy and 
Mesopotamia has been mapped. 

Blood groups and haemoglobins are 
transmitted constantly across millenia 
though patterns are as individually 
distinct as fingerprints. They even in- 
dicate cultural and social changes, at- 
testing facts and guiding the historian. 

The absence of specific immunities 
in the blood accounts for groups or 
races suddenly dying out. Such was the 
fate of tribes living high in the Andes: 
their blood was free of microbes, bac- 
teria and parasites — inevitably they 
fell prey to infections characteristic of 
the lowlands. 

.Blood-types are unusually homo- 
geneous among the native popu- 
lations of North, South and Central 
America, which is all the more remark- 
able in view of their linguistic diver- 
sity. "The blood of humans depends on 
latitudes and longitudes, altitude and 
climate, radiations in the soil and oxy- 
gen pressure" and many other factors. 

These are just a few of the many fas- 
cinating examples in Le Sang et l'His- 
toire — a book which is fully intelligi- 
ble to the layman and should be read 
by all who seek an insight into the his- 
tory of man's movement around the 
planet. - — HUSEIN ROFE 
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Siamese White by Maurice Collis. DD 


iu Iv 


.— Books, Bangkok. US$5. - 


his book was first printed in 1936 

and the story is 300 years old. But 
Siamese White is still one of the great 
classics on Southeast Asia. Fortu- 
nately it has now been reprinted. 

That the Penguin edition of 1940 
listed it under Adventure & Travel is 
misleading, as such. a label describes 


'only half of the story. This book is also 
| a classic introduction to the political 


economy of merchant capitalism and 
early colonial trade. 

Doing business in those days was 
tough. The Dutch East India Company, 
for example, had the power (and exer- 
cised it occasionally) to hang interlop- 
ers who dared to cut a slice from the 
highly profitable cake of spice trade. 
The British East India Company was 
granted the power to confiscate the 
property of rival merchants by charter 
from King Charles II. 

Samuel White, the hero of the story, 
arrived in 1676 in the town of Mergui 
on the Bay of Bengal, today a sleepy 
Burmese port but in those days an im- 
portant trade post of Ayuthya and the 
source of considerable revenue for the 
court of Siam. He was about 25 years 
old and determined to make his for- 
tune in Asia by every possible means. 

With the help of Constatin Phaul- 
korn — the Greek favourite of King 
Narai and Siam's minister of foreign 
trade — White's career was just and re- 
warding. He joined Narai's service and 
became the trusted shahbandar (port- 
master) of Mergui. Once in this power- 
ful position, he double-crossed not 
only the East India Company by cap- 
turing its merchant ships but also his 
employer. 

He kept an army of ghost soldiers on 
the payroll, sold the king his own 
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stores three times over in the space of 
only five months and at the end did not 
hesitate to make inroads into a royal 
monopoly by forcing his local subjects 
to buy salt from him instead of the 
king, a capital offence under Siamese 
law. 

These were the days when, in White's 
own words, "it is no strange thing here 
to ruine a country to serve some parti- 
cular interests." White was from a 
modest background and had travelled 
to Asia "to make hay" as long as he had 


a chance and then to retire in style asa. 
country gentleman in England — not 


unlike many foreign businessmen in 
Asia today. His problem, also familiar 
to today's expatriate business commu- 


nity, was keeping his books and ac- 


counts legally in order. 

When Narai lost his throne in an 
anti-French coup staged by the power- 
ful court mandarins, his protégés 
Phaulkorn and White fell with him. 
White was confronted with a man-of- 
war in the waters of Mergui which the 
company had sent to stop his "illegal" 
activities and to bring him to court for 
the murder of his accountant. : 

Collis was himself a colonial ad- 
ministrator in Mergui for several 
years, though he worked for the British 
and not the Siamese, and based his 
narrative on solid research. This edi- 
tion is supplemented by appendices, 
maps, a useful index and some scho- 
larly footnotes. It is an attractive 
paperback and, surprisingly, without 
the printing errors which so often mar 
local publications in English. pY 

The book makes excellent reading 
and is a must for everybody who is in- 


terested in the genesis of contemporary 


Asia. Perhaps a short preface would 
have helped to put the merchant- 
pirate’s adventures into perspective 
for a modern audience. — HANS U. LUTHER 
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several fronts against Asian counterfeiters 


irates under fire 


By Robert Manning in Washington 
ØA combined United States Govern- 
BE ment and private-sector multi- 
pronged campaign to curb the 
practice of counterfeiting goods — parti- 
cularly aimed at Asian practitioners — 
is swinging into high gear. The offensive 

volves legislation working its way 


NW 


through the US Congress, continuing 
discussions within the General Agree- 
ment on Tariffs and Trade and bilat- 
eral talks between the US and key 
countries such as Taiwan and Singa- 
pore, considered among the worst of- 
fenders. 

Earlier this year, the US Interna- 
tional Trade Commission (ITC) re- 
leased the first report on the effects of 
foreign-product counterfeiting on US 
industry. The year-long study esti- 
mated that the minimum loss suffered 
by US firms was US$6-8 billion in both 
domestic sales and exports in five 
major sectors (garments and footwear, 
sporting goods, records and tapes, 
transport equipment, plus chemicals 
and miscellaneous machinery and elec- 
trical products) in 1982. 

The ITC report also said that ap- 
proximately 131,000 US jobs were lost 
in 1982 as a result of trade-mark coun- 
terfeiting or patent and copyright in- 
fringements. The leading private-sec- 
tor group, the International Anti- 
Counterfeiting Coalition (IACC), com- 
posed largely of American, but includ- 
ing European and Japanese com- 
panies, estimates the total annual loss 
to US firms at US$20 billion. 

 oTheITC report said that in every sec- 
tor, the incidence of counterfeiting had 

increasing, though in footwear, 
garments, records and tapes, counter- 
feiting did not show a steady increase 

(between 1980 and 1982). The ITC re- 

port was based on queries to several 

hundred US firms. 

— Counterfeiting is a phenomenon that 

occurs not only in most developing 

‘countries, but also in a number of 

European industrialised nations. But 
it appears most widespread (both in 
range of products and amounts ex- 
ported) in several Asian countries. The 
|] study found that Taiwan was far 
and away the leading source of coun- 
| terfeiting and related trade practices, 
cited for 91 of the 151 counterfeited 
products, and 65 similar unfair trade 

_ practices. 

_ Following Taiwan was Hongkong 
|: (32 products), Indonesia (18), Singa- 
_ pore (17), South Korea (14) and the 

Philippines (13). 
| 62 


bee 


The growing concern of the US busi- 
ness community can be charted in the 
rapid growth of the IACC, which was 
formed in 1978. Since 1982, its mem- 
bership of corporations and trade as- 
sociations has doubled annually, from 
70 to 150 in 1982-83, and in the past 
year, to 250 members, IACC president 
Jim Bikoff told the REVIEW. 

While technically there are provi- 
sions both in international law and in 
the legal codes of the countries in ques- 
tion for addressing the problem, in 
practice they have proved unenforce- 





able. The Paris Convention of Indus- 
trial Property, last revised in 1967, 
does not deal exclusively with counter- 
feiting, but covers trademarks, and has 
some 80 countries as signatories. 
M industrialised nations have led 
efforts within Gatt to draft an 
agreement to combat counterfeiting. A 
draft text was developed in 1979 dur- 
ing the Tokyo Round of the Multilat- 
eral Trade Negotiations (MTN), but 
was not included in the MTN agree- 
ments. Informal discussions among the 
major industrialised countries re- 
sulted in a draft text of a possible 
agreement circulated among Gatt 
members in September 1982, in prepa- 
ration for the Gatt ministerial confer- 
ence. 
That draft was referred by the con- 


ference to the World Intellectual Prop- 
erty Organisation. Despite these fledgel- 
? 


ore recently, the US and other 
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ing efforts of the multilateral trading 
system to address the problem, there 
has been little real forward movement. 

US officials are divided on whe- 
ther it will ultimately be necessary to 
take the issue to Gatt. Although this is 
the preferred route, the difficulty of 
gaining a meaningful agreement at a 
time when a growing proportion of 
world trade occurs outside the Gatt 
framework has led the US to seek other 
approaches. 

In recent weeks, delegations of US 
Government and private-sector repre- 
sentatives have visited Singapore and 
Taiwan to discuss the counterfeiting 
issue. US officials told the REVIEW that 
the government of Singapore Prime 
Minister Lee Kuan Yew was more re- 
luctant to address the issue than that of 
Taipei. 

Taiwan, however, poses some of the 
most difficult problems, since, as a US 
official put it: “The problem is not only 
endemic, but they've raised imitation 
to a real art form." Taiwan has been 
the most successful at *passing off" — 
producing items that resemble another 
company's product in every detail, but 
which do not carry the same brand 
name. 

Both US officials and private-sector 
executives conceded that there has 
been some movement on Taiwan's part 
in regard to trademark pirating. In 
1983 Taipei passed a revised 
trademark law which raised the maxi- 
mum prison sentence to five years and 
makes a sentence mandatory (it cannot 
be commuted to a fine). The number of 
trademark, copyright and patent cases 
punished in 1983 in Taiwan rose by 
about 75?5 over 1982. 

An official of the US Special Trade 
Representative's office (USTR) told 
the REVIEW that the Apple computer 
decision, which went into effect on 9 
May, more effectively bans the import 
of pirate Apple computers, and "was a 
very important decision." US officials 
concede that in some cases US firms 
have simply neglected to register their 
trademarks in Taiwan, thus in a sense 
creating their own problems. 

Assessing the prospects for progress 
on the issue with Taiwan, a USTR offi- 
cial said: *A combination of factors — 
[Taiwan's] dependence on interna- 
tional trade, direct pressure and their 
own emergence as a manufacturer 
with trademarks that could be pirated 
— are leading to gradual, but steady 
progress on the issue.” 









24 MAY 1994 e FAR EASTERN ECONOMIC REVIEW 


i sdum" "WR uA LY u 
^a" E , i 








is > M iF 





A —— 





rx. ee ees 


— — E 


" T 


Bikoff, however, is more sceptical. 
He told the REVIEW: “I'm not saying we 
have not seen any signs of movement in 
Taiwan, but we haven't yet seen real 
action. I am getting more calls from 
small and medium-sized companies in 
all sectors, complaining of counterfeit 
stuff being shipped." Bikoff is even 
more doubtful about Singapore, a 
large exporter of pirated tapes, records 
and computer software. "We've seen 
some small progress," he said, "but 
we've got a long way to go." Bikoff also 
said the Philippines has become a 
major importer and exporter of coun- 
terfeit goods, and that "Manila is one 
of our targets." 

Both US officials and IACC : sources 
said bilateral talks will be increased in 
coming months to put pressure on 
Asian counterfeiters, and hint that a 
combination of bilateral discussions 
and unilateral US actions will be em- 


phasised, rather than movement in 
Gatt in coming months. 


likely to gain final approval in 

the US Congress before the end of 
the year, One is an amendment to the 
bill renewing the Generalised System 
of Preferences (GSP), which has been 
passed by the senate finance commit- 
tee and marked up, and could go to the 
floor of the senate in the next few 
months. 

The amendment makes the curbing 
of counterfeiting one of the key criteria 
to be taken into account when deciding 
which countries will be eligible for 
GSP privileges in what product items. 

A second piece of legislation, which 
has strong support in both the senate 
and the House of Representatives, 
strengthens laws against trademark 
counterfeiting. The bill, which passed 
the senate judiciary committee on 10 


Ti major pieces of legislation are 
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May, would stiffen the penalty for any- 
one who “intentionally traffics or at- 
tempts to traffic” in counterfeit goods 
or services to up to five years in prison 
and up tea US$1 million fine. The bill 
also authorises the owner of a regis- 
tered trademark to file a civil suit for 
mandatory treble damages (three 
times the amount of assessed damage), 
and allows the trademark owner to ob- 
tain a court order to seize counterfeit 
goods without giving advance notice to 
the defendant. 

The administration of President 
Ronald Reagan has testified in con- 
gressional hearings in support of both 
pieces of legislation, and anti-counter- 
feit forces are optimistic about their 
fate. “This is an issue that appeals to 
many congressmen. It involves the loss 
of jobs, the loss of profits and the loss 
of exports,” Bikoff said. 

At the same time, the US Customs 





Service is beefing up “Operation Trip- 
wire,” a programme adopted in 1983 to 
tighten import controls. One target is 
"grey-area" imports. The grey area re- 
fers to cases such as subsidiaries of US 
firms which may export a product to 
the US without licence from the parent 
company. 

While the US has taken the lead on 
the counterfeiting issue, both the 
European Economic Community and 
Japan have become more involved 
(European and Japanese firms account 
for 25% of the membership in the 
IACC). US officials acknowledge that 
their current efforts will be part of a 
protracted process in resolving the 
counterfeit issue. That Gatt appears 
the least attractive mechanism by 
which to pursue the issue seems to re- 
flect the larger issue of how to fully in- 
tegrate the newly industrialised coun- 
tries into a multilateral trading system 
in disarray. 


Scant room 
for fairness 


Protectionist pressure 
mounts ahead of the US 
presidential election 





By Nayan Chanda in Washington 


Re profits and bonuses an- 
nounced by top United States car 
manufacturers have jolted the admin- 
istration of President Ronald Reagan 
into publicly questioning the need for 
import quotas on Japanese cars. But in 
an election year, with the US heading 


for an unprecedented trade deficit of — 


US$110 billion, the administration is 
unlikely to announce an end to vehicle 
quotas. In fact, despite its professed 
adherence to free-trade principles, the 
Reagan administration is being pushed 
into a tougher policy by electoral con- 
siderations. 


Recovery of the US vehicle industry, | 


under way since 1981 when, on 
Washington's urging, Japan imposed a 
voluntary quota on exports of cars to 
the US, has since turned into a boom. 
The extent of the industry's prosperity, 
as evidenced by its record US$6.3 bil- 
lion aggregate profit for 1983 and à 


projected US$10 billion profit for the 
current year, has generated concern 
that behind the shield of protection the . 


US vehicle industry has been fattening 
itself at the expense of the consumer, 
The concern turned to disgust earlier 
in May when the top two American car 
manufacturers — General Motors and 
Ford — announced an aggregate 
US$262 million bonus for their 12,000 
executives. 

In a newspaper interview, US S 
cial Trade Representative William 
Brock announced that in view of the 
“unbelievable new management 
bonuses,” an extension of the quotas 
on Japanese vehicle imports cannot be 
justified when they end in March 1985. 
Under the so-called voluntary re- 
straint agreement implemented since 
1 April 1981, Japanese passenger-car 
exports to the US were kept at 1.68 
million units a year for three years. It 
was renewed for a fourth year after the 
figure was raised to 1.85 million units. 

However, Vice-President George 
Bush, visiting Japan, promptly an- 
nounced that no decision had been 
made and that Brock was speaking for 
himself. Brock acknowledged that he 
was expressing his personal view but 
pointed out that no one in the adminis- 
tration disagreed with him. In what 
could be seen as a populist statement 
geared in part to political needs in an 
election year, Brock, former chairman 
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B - j my min nd, justi y re C juir ir * the 
erage citizen in th 
ve s US$10-12 an hour to subsidise . 
the management and workers in an in- 
dustry who are making twice that 
fa nount]." As a result of the quota 
US consumers have been paying 
Uss400- -1,000 more per car and four 
years of protection was enough, he 
sz : id. 

 Brock's remarks were welcomed by 
consumers and by General Motors, 
which has been planning to import 
300,000 cars from its Japanese 
partners Isuzu and Suzuki. General 
Motors also has launched a joint ven- 
; ure with Toyota in California, where 
t plans to assemble cars from im- 
ported Japanese components. How- 
e ver, the company, which also has 
efited from the quota windfall, is 
unlikely to press too strongly and the 
m orces opposing the lifting of quotas 
are far stronger than unorganised con- 
ers. 
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AA nother strong proponent of restric- 
s tions on Japanese imports is the 
powerful United Auto Workers (UAW) 
ur nion. Backed by Democratic presi- 
E: lential candidate Walter Mondale, the 
UAW is pressing congress to pass 
domestic-content legislation which 
would require foreign companies sell- 
ing more than 100,000 cars in the US to 
u se a specific percentage of American 
labour and components. 

 Aware of Reagan's problems in an 
ele ection year, the Japanese informed 
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E Susumu Awanohara in Jakarta 
| e bi-annual Asean economic mi- 
. M nisters meeting in Jakarta on 7-9 
M ay not only failed to reach any 
fe decisions on major issues, but did not 
even manage to discuss the issues to 
the participants’ satisfaction. This was 
spite the widespread belief that the 
grouping has lagged behind in the area 
economic cooperation and despite 
th e avowed intention of Asean govern- 
m ents to intensify discussion of 
economic matters with the “dialogue 
partners” the United States, 
Canada, Japan, Australia, New Zea- 
and and the European Economic 
Community — with which Asean has 
established regular contact. It is true 
at Asean’s method of reaching deci- 
sions through consensus leads to iner- 
. tia and rules out rapid reforms, but a 
. sense of frustration is mounting among 
— some regular participants. 
“One of the few concrete results of the 
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end to the Tèstriction — lead 
to flooding of the American mar- 
ket with Japanese cars (from the 
current 25% market share to an 
estimated 40%), bringing con- 
gressional backlash. The domes- 
tic-content legislation, which al- 
ready has passed the Democrat- 
dominated House of Representa- 
tives, could find supporters in the 
Republican-dominated senate as 
well. 

The US steel industry, too, 
has been pressing for restric- 
tions on steel imports (which 
now constitute 25% of the US 
market), a move opposed by the 
Reagan administration on the 
grounds that it would spark re- 
taliation from trade partners and 
hurt US exports. The US steel in- 
dustry backers charge that Third 
World countries such as Taiwan 
and South Korea have been sub- 
sidising their products, making a 
mockery of free trade. 

Sen. John Heinz, a Republican 
who opposes the administration's cur- 
rent policy on steel imports, recently 
claimed that the US steel industry lost 
more than US$6 billion and 200,000 
jobs in the past two years because of 
imports. Concerned by growing pro- 
tectionist demands, Third World coun- 
tries have been moving towards volun- 
tary cuts in steel exports. In March, 
Brazil and Mexico announced volun- 





Much ado about nothing 


Asean ministers spend three days talking 
to very little effect — and frustration is growing 


three-day meeting was approval of the 
first four of the so-called Asean indus- 
trial joint ventures (AIJVs), in which 
firms from two or more member coun- 
tries can be granted export-tariff relief 
and other concessions from participat- 
ing governments. Initiated some years 
ago by private sectors of Asean, un- 
happy about the slow progress of 
Asean industrial complementation 
(AIC) schemes (which in essence called 
for participation of all five countries 
and were therefore more difficult to 
put together), AIJVs can be started by 
investors from two or more member 
countries owning a combined 51976 
minimum equity and thereby qualify- 
ing for a 50% tariff reduction in pro- 
ject-participating countries. 

The four approved AIJVs were those 
for constant-velocity joints and steer- 
ing parts for cars (being planned by 
Malaysian and Philippine groups), frit 









tary cuts and industry analysts expect 
South Korea and Taiwan to follow 
suit. 

Pressure also is mounting from in- 
dustry and labour lobbies to end the 
US Generalised System of Preferences 
(GSP) by which selected products 
from some 140 countries are allowed 
duty-free into the US. A new GSP bill, 
introduced by the administration, is 


used for glazing ceramics and electri- 
cal parts for motorcycles (the last two 
planned by Malaysian and Thai in- 
terests). 

It is understood that the Philip- 
pine Automotive Federation has 
taken a keen interest in promoting 
AIJVs in the relevant areas, while Siam 
Electrical Parts of Thailand was the 
initiator of the motorcycle-parts pro- 
ject. Philippine companies were also 
said to be interested in the frit project, 
but apparently they are not participat- 
ing in it. 

There are about 20 other AIJVs in the 
works. Although some Asean business- 
men appear to be expecting too much 
from such projects as engines of re- 
gional economic cooperation, they 
would be satisfied that after more than 
three years, their idea finally has taken 
concrete form. 


he economic ministers’ meeting 

also endorsed Singapore's plan to 
launch its own Asean industrial pro- 
ject (AIP) — a hepatitis-vaccine plant. 
Taking this opportunity, some of the 
"integrationists" among Asean offi- 
cials pressured Singapore to become 
a full-fledged member. After its 
AIP proposal to build diesel engines 
was vetoed in the late 1970s, Singapore 
refused to name a new project and in- 
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of the opposition it could face in con- 
gress, the new billtightens the scope of 
the GSP and gives the president more 
discretionary power to include or re- 
move a country from the GSP be- 
neficiary list. 

The bill brings the “competitive 
need limit" down from US$57.7 mil- 
lion to US$25 million. If GSP imports 
of any item exceed that limit, or if they 
constitute more than 25% of total US 
imports, then the exporting country 
would be taken off the list. Current 
legislation calls for exclusion if GSP 
imports of any item exceed 50% of 
total US imports. Earlier in May, the 
senate finance committee attached a 
number of amendments to the pro- 
posed GSP bill, further tightening the 
conditions of preferential treatment. 


Tu of the most important criteria 
attached by the committee, by which 
the president could exclude a country, 
are whether it gives US products free 
access to its markets and whether it re- 
spects "intellectual property" — that 
is, patents and copyrights. One of the 
amendments, designed to protect the 
US leather industry, lists a number of 
products that could not be included in 
the GSP. Other amendments require 
the president to consider the invest- 
ment restrictions in a country and 
study the compliance with different 
conditions by GSP beneficiary coun- 
tries every three years. 


deed expressed doubt about AIP as 
well as AIC schemes, which it said 
amounted to encouraging the creation 
of intrinsically inefficient monopolies. 
And Singapore has taken a nominal 
1% each of the equity in the others’ 
AIPs, instead of the 10% each that 
non-host governments were expected 
to take, against the host government's 
60%. 

But the hepatitis-vaccine plant re- 
mains something of an oddity. Its pro- 
jected cost of US$8 million contrasts 
with the US$400 million for the com- 
pleted Indonesian urea project. Also, 
95-96% of its equity will be held by 
Singapore and third parties (51% by 
the Singapore Government, 44-45% 
shared by the Development Bank of 
Singapore, state-owned trading com- 
pany Intraco and the marketing agent 
of US-based pharmaceuticals com- 
pany Merck) and only 1% each by the 
other Asean governments, with Brunei 
apparently undecided so far on its par- 
ticipation. 

It does not ask for a guaranteed mar- 
ket for its products in each Asean 
country. And it will not use the Fukuda 
Fund — named after former Japanese 
prime minister Takeo Fukuda, who 
pledged US$1 billion in 1977 for the 
then-conceived five AIPs. 

Thus Singapore fought off pressure 
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ingapore. Violation of patents and 
copyrights by Taiwan has been a sore 
point in Washington and lawmakers 
are now trying to impose restrictions 
that would force Taiwan to mend its 
ways or be deprived of GSP benefits. 
South Korea, which recently has had 
to fight 16 legal actions brought by 
American firms complaining of unfair 
trade practice, faces criticism for re- 
stricting access of several American 
products, including personal com- 
puters, to its market. 

In a bid to mollify its critics, South 
Korean Commerce Minister Kum Jin 
Ho visited the US in March to an- 
nounce that a team was to visit the 
country to buy US$2.4 billion-worth of 
products. Kum pleaded for continua- 
tion of the GSP privileges which en- 
abled South Korea to sell US$1.5 
billion-worth of goods to the US in 
1983. 

One administration official said he 
was happy that the GSP legislation as 
proposed remained essentially un- 
changed after review by the finance 
committee. But as one congressional 
source pointed out, supportive amend- 
ments from the senate finance commit- 
tee, which is in favour of free trade, 
were not surprising. But the bill has 
not yet been introduced in the House of 
Representatives and even when it is 
brought to the senate floor in June the 
GSP bill is expected to run into serious 
trouble. 





to increase its shares in AIPs to 10% 
and also to offer 10% each of its own 
project to members, while abiding by 
its principle of not seeking special pre- 
ferences. However, 
compromise on two other AIPs — 
Thailand's soda-ash project and the 
Philippines' copper-fabrication plant. 
Singapore had resisted pressure from 
Bangkok and Manila to guarantee pur- 
chase of certain proportions of the out- 
puts, but agreed in the end that Intraco 
would help market the products once 
they are ready. 


Ns achievement of the eco- 
nomic ministers' meeting was an 
appeal it prepared for the London 
summit of industrial powers, calling 
on them to adopt liberal and progres- 
sive stances on such issues as trade, 
commodities, Third World debt and 
the North-South dialogue. Many felt 
that it was a bland appeal but that in 
this case, form was more important 
than content and that such a direct ap- 
peal established an interesting prece- 
dent. 

The meeting also made token 
acknowledgment of the report on 
Asean economic cooperation made by 
an independent task force without tak- 
ing major new steps for improvement 
(REVIEW, 8 and 15 Mar.). To an extent, 
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operation demanding | 
each could not flourish. : 


40-item joint press. statement, 
on substance and disjointed, 
tromised the ministerial meeting it- 
If. Whole items in the statement were 
oted to ministers' "grave concern 
ver the possible move to impose 
Nigher tariff measures against import 
f canned tuna by the US" or “over the 
'uropean [Economic] Community's 











f fire-cured tobacco to Kentucky fire- 
red tobacco." The feeling was that 






































ngapore' S recovery steamed ahead 
line with that of the United 
tes in the first quarter, according to 
minary figures revealed by Minis- 
for Finance and for Trade and In- 
istry Tony Tan on a "walkabout" ina 
rliamentary constituency. Gross 
ymestic product is growing at an an- 
ialised rate of more than 10% (com- 
red to 7.9% in 1983). In fact, no 
ajor sector of the economy saw out- 
it growth of less than 10%. 
vertheless, such sectoral growth 
epresent setbacks for two indus- 
s which had been the main engines 
Singapore's recovery last year. 
wing at slightly more than 10%, 
finance and business-services sec- 
would be substantially underper- 
ming its first-quarter 1983 increase 
76. Construction, growing at 2796, 
s only marginally off its quarterly 
ease of 31% last year. 

But even that small slippage for the 
nstruction industry was telling con- 
| hat massive state projects — 
Mass Rapid Transit network and a 
fe in public housing — have just got 
2 With hotels, offices, dis 





oomed to a downturn. d 
[f the finance and construction sec- 
ors seem to be losing a little of their 
10mentum, manufacturing more than 
ensates. The turnaround in this 
"has been abrupt. During the 
st quarter of 1983, its output de- 
ned by more than 10% while over 
e first three months of 1984, man- 
tured output grew by practically 
e same percentage. 

The composition of this output, how- 
ver, suggests that these gains may n 
ave so easy to consolidate. Tan c 
ed most of the manufacturing : surge 






sacrifices : din | 
| intra- -regionally 
rates) have become routine. Some also | 
felt that there has been too much em- 


ntention to change the classification © 


ill st eam ah 










ome participants said that ihe 10- i 




















at eead tariff 


phasis placed on detailed (notably 


trade and industry) issues, and not |. 
ds stren tthened Asean 


— on. ORC E issues. 


tive inde in t 
jections of each economy. 

The central banks and others who 
may be engaged can also work — possi- 


; reviews rand pr s 










— and to put an the situation 
where World Bank studies are the best 
available . reports on. some Asean 
economies. | | 

These efforts would imply a much- 
Secretariat, as 
was recommended. by the task force, 
| changing it from 1ollow structure in 
| Jakarta to a high-powered, ideas- 
| generating. outfit much like the Or- 
ganisation for Economic Cooperation 
and Development. Secretariat. in 
Europe, the official said. 







































to. three industries: Td con- 
struction materials and electronics. 
But Singapore's petroleu | industry 
already has started reducing staff and 
capacity i in anticipation of longer-term 
trends towards a slowdown in offshore 
development and "indigenisation" of 
refining in neighbouring oil-produc- 
ing countries. While transient business 
may still come in spurts from these 
countries, it is not to be counted on in- 
. definitely. 


By the same token, if the construc- | 


tion boom is losing momentum so, 
eventually, must the boomlet in con- 
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Source: Minister for Finance and for Trade 
and — — Tan. 


. struction — and — And 


as for the electronics: industry, its out- - 


put mostly comprises consumer pro- 
ducts (or components thereof) for ex- 
port, largely.to the US. Conventional 
. wisdom.has it that consumer demand 
is the first to reach satiation in a re- 
covery and US consumers already have 
been on nearly a year-long buying 
spree. 

Singapore's lopsided tr ading pat- 


tern leaves it hostage to US fortunes, a. | 
dependency that Tan noted with some 


concern, especially since in his 
| analysis the latest round of growth. in 
the American economy refle ots inven- 








-tory build-ups as yet unmatched by in- 

| creased sales. Singapore's export-led 
manufacturing resurgence was re- 
flected in an 11% increase in two-way 
trade during the first quarter (com- 
pared with a 5% decline in the corres- 
ponding period last year). 

But leading indicators suggest that 
the manufacturing rebound may be in > 
danger of petering out. For one thing, 
the manufacturers themselves have cut 

back their rate of investment by nearly 

half: S$350 million (US$166.67 mil- 

lion) for the quarter (compared with 

$$656 million in 1983). Industrial con- 
.sumption of electricity and water and 

physical output of products ranging 
from bricks to TVs were all off in 
January and February. Some slippage 
in these indicators was to be expected 
in the holiday-shortened first quarter, 
but this year's decline was sharper 
than usual. 

-< Meanwhile, one "major cloud on 
Singapore's horizon is the renewed 
march of inflation, which took off over 
the first quarter at an annualised rate 
of 12%, by Tan's estimate, compared 
with 296 during the first quarter of 

1983. ` | | 
- Employment in the more bullish sec- 
tors — manufacturing, finance and 
-construction — increased during the 
first quarter, though Tan did not say by 
| how much. With the workforce ex- 
 panding in these strategic industries, 
overall productivity rose by 7%, as 
compared with just 4.7% in the first 
. quarter of 1983. There is no telling how 
much of this was due to previous 
rounds of capital investment and how 
much to the government's unremitting 
exhortation of the workforce. | 

. But just to be on the safe side, Tan 

used the first-quarter figures to exhort 
workers once more: "There are many 

problems ahead," he warned. “For this 

‘reason we must continue to work hard 
[as] there-is no certainty that the.econ- 
omy will not slow: down later this 
"year v = LINCOLN KAYE 









































At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 





Uganda, our people are involved in 
both plant operations and training. 

Ata fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, a 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 


Whatever you produce—paper, 


food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 

So let us become part of your 


team. We can run your entire 
operation for you. Or we can 

train your people and then phase 
ourselves out. Our principal offices 
are in Houston, Texas; Reading, 
England; and Milan, Italy. Talk to 
us and get a running start today. 


FW Management Operations, Ltd. 
Aldwych House, 2 Blagrave Street 
Reading, Berkshire, 

RG1 1 AZ, England 

Phone: (0734) 583585 Telex: 848600 
Hong Kong—Ocean Centre 
Tel: 3-721-1711 Tlx: 37512 
Singapore—Shaw Centre 
Tel: 733-5216 Tlx: RS39292 
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Well run your plant for you. 


Or we'll get you off to a running start. 








You don't have to wait to see the future of telecommunications. 
You can see it now, at CommunicAsia '84. 







There, within the 504 
| square meters of our 
| exhibit (the largest indus- 
trial display at the show), 
you ll see virtually every- 
thing in telecommunications. 
Everything from the 
most advanced PABXS to 
transmission equipment. 
From intelligent workstations 
to subsets. All actually 
working and available 
today. 
And all are part of a 


piis. complete, integrated com- 
Where is telecommunications going? munications network— 
Visit ITT's exhibit at CommunicAsia '84 linked by our System 12” 


in Singapore and find out. System 12 is a fully digi- 


tal switching exchange, able to handle both voice and data in a 
single switch. 

Thanks to our patented concept—tfully distributed control— 
oystem 12 is perfect for both a small rural exchange and a large- 
scale toll system. And everything in between. 

That small System 12 rural exchange can grow as big as it 
wants, too, efficiently and economically 

Now it may seem strange that a company so bent on the future 
Is just as interested in making a telephone system that's 
perfect for today 

But after all, that's where the future begins. 
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Development 1204 Geneva 
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Head Office: 


In the world of 
international banking, 
our name 

makes a difference. 


For over one hundred years, the name 
American Express has meant excellence in 
personal service. 

Today, with the added strength of afhil- 
iated Trade Development Banks, American 
Express Bank continues this tradition by 
offering an array of financial services few 
banks can equal. 

American Express Bank offers a wide 
range of international banking services for 
business: commercial banking, trade 
finance, correspondent banking, capital 
equipment and contractor finance, and 
foreign exchange facilities. 

We provide virtually every type of 
private banking service you're likely to need, 
as well—from the Gold Card” to complete 
asset management services. 

As an American Express company, part 
of a far-reaching global network, we can 
offer you this broad spectrum of personal 
and business banking services not only 
in the major world centers; but through 
85 offices in 39 countries. 

American Express Bank. Our name 
really does make a world of difference 
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BABCOCK " WILC s... 
FIRST NAME IN STEAM. 























Nobody knows more about construction and startup of com- For over a century, Babcock & 
steam generating systems than | plete turnkey industrial and utility | Wilcox has been the technology 
Babcock & Wilcox. That was boiler islands. We supply every- leader in steam generation in 
true in 1867, and it's still true thing from boiler controls and North America and worldwide. 


Let us share our knowledge and 
total scope resources with you. 
Contact International Sales— 
Babcock & Wilcox Canada, 581 
Coronation Blvd., Cambridge, 
Ontario, Canada, N1R5V3. Telex: 
069-593441, or Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Ave., Barberton, Ohio 
44203, U.S.A. Telex: 98-6406. 


cleaning systems...fo training 
programs for your operators. 
We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 


today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 


covers everything from design to Ją for energy solutions. 
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Babcock 2 Wilco: 


a McDermott International company See us at Power India '84 Exhibition 





With British Caledonian an erican re 
t nian and Am Exp 

ge is as enjoyable as being ien 
tah | "oc. fate. Whether you're on business or 
W- on holiday, being in London is 

GM Ln | always a pleasure. 

^ No other city offers so much 

history, pageantry, culture and enter- 

tainment. 

And with British Caledonian, 
your enjoyment starts as soon às you 
get on the plane. 

(Our reputation for friendly, 
efficient service is the envy of other 
airlines.) 
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And if youcharge yourscheduled 
flight tickets tothe American Express 
Card, you will automatically receive 
free Travel Accident Insurance’ 

You can also use the Card to pay 
for British Caledonian’ special 
Breakaway packages. 

These include 2 nights in the 
hotel of your choice, sightseeing 
tours and car-hire, all at special rates. 

There5 no easier way of seeing 
Royal Windsor, historic Bath and 
Cambridge and Shakespeare's 
Strattord-upon-Avon. 

Be sure to take the American 
Express Card with you, too. 

It can take care of your duty- 
tree goods on board and most of your 
hotel, restaurant, shopping and 
entertainment expenses on the trip. 

For more information about 
places to visit in Britain, just send us 
the coupon below. 

In the meantime, you can look 
torward to seeing one of the most 
fascinating cities on earth. 

And we'll look forward to seeing 
vou. 


We never forget you have a choice. 


BRITISH TOURIST AUTHORITY 











c/o British Caledonian Airways, | 
BC X3 | louse, 15th Floor, 

| 10 Queens Road, entral, | 

| Hone Kong. | 

| Please send me a copy of your | 

| brochure. | 

| Name | 
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| Address 





British J Caledonian. 

















Successful Partnerships: 
A dozen of Koreas top joint ventures 
are Lucky-Goldstar companies. 

Youre already familiar with 
many of the names that have joined 
with Lucky-Goldstar to achieve some 
of Korea's biggest successes—names 
like Caltex, Western Electric, 
Siemens, and Hitachi—there are 
many more. 

Lucky-Goldstar is also partic- 
ipating in some pretty impressive 
enterprises overseas, too, such as the 
Saudi Basic Industries Corp. 


Integrated Action: 
Superb coordination among mem- 
ber companies enhances the 
Groups capabilities.. 
Lucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 





Healthy Growth: 


Luckv-Goldstar has grown steadi- 
ly during the 37 years since its 
establishment—even in times of 
worldwide recession. 


An Eye to the Future: 
In some fields, Lucky-Goldstar is 
puring as much as 6-7% of sales 

ack into research and develop- 
ment. 


Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 
Corp. grew 43% in 1983—more than 
any other Korean general trading 
company. 





engineering, t 


e 


The groupwide average for in- 
vestment in research is 3% of sales 
and going up all the time. (That's 
pretty good when you realize that 
group sales for 1983 reached US$7.5 
llion.) In such important new 
fields as ——— and genetic 

figure tops 6%. 
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Financial Soundness: 
No Korean business conglomerate 
can claim greater reliability in its 
financial dealings than Lucky-Gold- 
star | 

And we can back up this claim 
with hard facts, including its acknowl- 
edgment by world-renowned banks. 
Lucky-Goldstar has time after time 
proved its trustworthiness. 


2 LUCKY-GOLDST 


There are a lot of people in a lot of countries who | 
already know that if you re looking for a reliable business 
| relationship in Korea, Lucky-Goldstar is the place to look. | 
To find out more, contact Lucky-Goldstar Interna- | 
tional Corp., 537 Namdaemun-ro 5-ga, Jung-gu, Seoul 100, 
Korea. CPO Box 1899. Phone 777-8097. Telex LGINTL 
| K27266. Cable FOURCLOVER SEOUL | 





We've got it together. 
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Malaysia lays the groundwork for bold and crucial 
revisions to the nation’s primary-produce policies 


By James Clad in Kuala Lumpur 


fter a period of neglect at the policy 

level, the government is now mak- 
ing decisions more crucial to the future 
of Malaysian agriculture than any 
taken since independence in 1957. 
Major changes will be made to the 
country’s range of primary exports, 
and to its patterns of rural settlement, 
agricultural subsidies and provision of 
rural credit. 

The government has released three 
policy papers touching on agriculture 
this year. After the long-awaited Na- 
tional Agricultural Policy (NAP) came 
out in January, the Mid-Term Review 
(MTR) of the current five-year deve- 
lopment plan followed in March, and 
in May a compendious Task Force Re- 
port on future natural-rubber demand 
was released to the public. 
` The REVIEW has learned that various 
ministries (agriculture, primary indus- 
tries, lands and regional development, 
and the treasury) are now preparing 
detailed submissions for cabinet con- 
sideration in early June. The govern- 
ment will then set out start-up dates 
and budgetary needs for such schemes 
as "rural urbanisation" — an unpre- 
cedented measure aimed at regrouping 
farmers into more economic units 
(REVIEW, 23 Feb.). 

At the broadest level, the NAP lays 
down long-term strategies to revitalise 
agriculture and remove structural in- 
efficiencies. Within this overall aim, 
the document points to increased food 
production as a high priority, setting 
minimum levels of meat, dairy and rice 
self-sufficiency. On export crops, it 
says no new rubber planting should be 
undertaken but opts instead for oil- 
palm expansion (much of which will be 
at the expense of existing rubber ac- 
reage). 

More planting of cocoa and tobacco 
is urged and farming units, especially 
food producers in the traditional sec- 
tor, will be consolidated into larger es- 
tates. All these changes, according to 
the NAP, are based on the principle of 
“maximising farm incomes” — that is, 
farmers and investors alike making a 
market-determined choice of cash 
crops rather than the government set- 
ting quotas or specific targets. 

Malaysia's past agricultural policies 
have generally focused on one export 
commodity or another, and were inde- 
pendently implemented. The NAP 
shows government's rejection of this 
approach, but it is left to the MTR to 
spell out the new policies at greater 
length. "Important structural changes 
have taken place in agriculture which 
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now require serious re-evaluation,” it 
says. 

The decline is obvious for all to see: 
productivity has slipped and sectoral 
growth-rates have dropped to only 0.2% 
in 1983, compared to the 4% a year 
achieved earlier and lower still than 
the 6.2% averaged during 1960-70. 

But even this picture conceals more 
than it reveals: take away palm-oil 
production (new pollination. tech- 
niques led to a staggering 24% increase 
in yield in 1982 alone) and what is left 
of the sectoral performance comes to 
less than 1% growth a year since the 
beginning of the 1980s. 

Good years for agriculture in the 
1960s and 1970s resulted from one-off 
conditions: buoyant world trade, rapid 
rubber-production increases (from 
prudent replanting programmes begun 
in the 1950s), generous timber-felling 





policies, an 11-fold increase in oil- 
palm acreage and the coming on stream 
of many large rice-irrigation schemes. 
But the momentum did not hold: “The 
performance of agricultural produc- 
tivity is now constrained by the small 
size of agricultural holdings, particu- 
larly of rubber smallholders and 
paddy farmers,” the MTR says bluntly. 
And the external environment, of 
course, has changed. 

“Good agricultural land is becoming 
scarce,” it continues, a reference to ex- 
tensive land-development schemes 
that contributed enormously to small- 
holder exports — especially crop pro- 
duction — by adding 25% more farm 
and plantation land after 1956. The 
MTR notes that land-development 
costs and the amount of idle farmland 
are both rising — “a phenomenon 
closely associated with the shortage of 
labour” as “younger people abandon 
the count Ne. 


| between the 
be TCI i 
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trating on a few al export 
crops) and the traditional sector (pro- 
ducing food, about 40% of the coun- 
try's rubber and minor export crops 
such as tobacco or pepper) remain 
wide. They are growing wider: exter- 
nal factors — drastic falls in rubber 
prices, forest conservation policies and 
switchovers from rubber to oil palm — 
also have cut badly into production. 
Prime Minister Datuk Seri Mahathir 
Mohamad sees the new agricultural 
policies as a considerable improve- 
ment on a 120-page trial document cir- 
culated confidentially among the 
cabinet in August 1982. Rejecting this 
paper as offering "more of the same," 
Mahathir called for more radical solu- 
tions from a special cabinet committee 
set up in August 1978 to tackle the 
problem (comprising the ministers of 
trade and industry, land, regional 
development, agriculture and prim 
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industries, and chaired by Deputy — 


Prime Minister Datuk Musa Hitam). 
In the meantime, Mahathir directed 
that the public version of the NAP 
should be short, readable and not too 
specific on details — a directive the 14- 
page document meets in full measure. 
The policies also serve as an energe- 
tic riposte to confidential criticisms 


voiced by the World Bank in 1983 — 
about Malaysia's declining agricul- — 


ture. In both its 1983 country paper on 


Malaysia and in an even more re- 


stricted document entitled Considera- 
tions for a National Agricultural Po- 
licy, the bank minced few words in its 
analysis of shortcomings, including, in 
its view, too much investment in 
paddy, foot-dragging over the amalga- 
mation of smallholdings and bureau- 
cratic duplication and policy confu- 
sion (REVIEW, 24 Nov. '83). 


part from this, Mahathir also sees 
the new agricultural policy direc- 





tions complementing his other econo- 


mic measures — especially moves to- 
wards accelerated industrialisation. In 
contrast to earlier policies that strove 
to keep farmers on the farm, Mahathir 
is aggressively seeking an industrial 
transformation of his country. 

The government's recent call for an 
increase in population — from the 


existing 14.8 million to 70 million by 


the end of the next century (REVIEW, 2 
Apr.) — should also be seen in this 
light. If the new agricultural policies 
succeed, a smaller, better-off and 
geographically more concentrated 
rural population will produce more 
food, and crops for export and indus- 
trial use, to sustain a populous indus- 
trial economy. 

Other highlights of the new agricul- 
tural thinking include well-advanced 
plans to group rubber smallholders 
and rice farmers into large-scale, es- 
tate-type holdings using pilot projects 
in Pahang and elsewhere as models. 

While the confidential 1982 cabinet 
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icly has been at pains to say it will 


tain types of crops. 

'he REVIEW understands, however, 
iat the delicate political and social 
ess of amalgamating smallhold- 
igs into estate farms will receive top 
priority, with a coordinating ministry 
- possibly the National and Rural 
Development portfolio held by Datuk 
Sanusi Junid — overseeing the opera- 
on. 

The consolidation and cash-crop 
is of the government are designed to 
vercome various constraints on ag- 
culture detailed in massive reports 
'pared for the cabinet committee by 
nical working groups on forest 
evelopment, agricultural services, 
ro-based industries, export-crop 
nopment and "social aspects and 
titutions." 

e 1982 document also reported i in- 
sing problems in opening up new 
cultural settlement lands: the "re- 
ictance of various states to allocate 
ind to federal agencies" has now be- 
me “a major constraint to future 
evelopment." The in-house cabinet 
aft also had some harsh words for 
j;od-production programmes, de- 
cribing them as/ having "suffered 



















































p to the turn of the century, Malay- 
sia’s agriculture was limited to 
ubsistence production — rice, other 
od crops and fishing. In the early de- 
ades of this century, however, cash 
s such as rubber, cocoa, sugar 
ane, cloves, pepper and gambier be- 
ame important. Rubber in particular 
xpanded as the world motor industry 
rew, 

-The emphasis thus swung very 
uickly to export cropping, so much so 
that the country experienced harsh 
food shortages during the Japanese oc- 
€upation, when imports of food were 
cut off. Then, after the war, food pro- 
duction was hampered by the com- 
munist insurgency. 
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ernment’s 
World Bank advice that it abandon ef- 
forts toreach self-sufficiency, or some- 
thing close to it, in rice and other food 
‘crops and rely instead on buying food 
from abroad. 

Although accepting that full self- 
sufficiency cannot be achieved, the 
National Agricultural Policy "(NA 2 








en and production,” | the e 


orce farmers into “rural urbanisa- | 
"nor will it require them to plant 


‘he self-reliance tr 
ere are several pressing reasons why Maláysia will continue 
o seek near self-sufficiency in food production | 


These facts help to explain the gov- _ 
reluctance to accept the 


NO PADDING HERE 


Paddy area, production and yield (est.) for 


East and Peninsular Malaysia 






Planted area (’000 ha.) 
Production ('000 tonnes) 
Yield (kg./ha.) 

Rice harvest ('000 tonnes) | 1. 








Source: Bank Negara. 


chronically . . . from lack of policy, or- 
ganisation and technological and man- 
agement capabilities" — sentiments 
echoed, in more neutral language, in 
both the NAP and MTR. .. 

If farmers face major adjustments in 
the years ahead, so also do public agen- 
cies providing extension, marketing 
and ancillary services to them. The 
Federal Land Development Authority 
(Felda); the Rubber Industry Small- 
holders. Development Authority 
(Risda) and the Malaysian Rubber 
Development . Corp. are three large 
agencies which, according to senior 
sources, have evolved contradictory or 
poorly conceived policies over the 
years. 

In rubber marketing, for — 
agencies have competed with one 

















cost — transport or processing ser- 
vices. Risda in particular has been seen 
as something of an empire-builder. 





















wants “80-85%” of domestic con- 
sumption produced domestically, with 
livestock and dairy production pegged 
at somewhat lower percentages of 
local demand. Food production will 
continue to eee for what are 
described i “national Security 
reasons.’ 

But balance-of-payients consider- 
ations also point to trying to encourage 
more domestic food: production, 
Malaysia imports ever-increasing 
amounts of food and animal feed; a 
World Bank estimate put these imports 
at more than 50% of Malaysia’s total 
requirements for the various. items, 
and four product types account for 
more than 60% of agricultural imports 
— dairy products, wheat, animal feed 
and sugar. 

“Ironically, while the omi 
spends on food and feed imports,” a 
ministerial source said, "enormous 
tracts of land are either under-used — 
| such as single-cropped rice fields — or 
simply abandoned. In fruit and ani- 
mal feed at least, and pre 
| products too, there is 1 





























another overseas while at home they 
have duplicated — sometimes at great. 


^ment must depend mainly on 
“private-sector funds — a dign 
-consistent with- cut-backs 
public-sector development — 
penditure begun in mid-1982 and 
continuing in the present budget 
(REVIEW, 5 Nov., 29 Dec. 83). 
In 1983, the major sources of 
agricultural credit remained 
Felda (which gave almost 50% of all 
loans and credits), commercial banks, 
finance companies, the government's 
Bank Pertanian (Agriculture Bank) 
and various rural cooperatives. React- 
ing to the reduced public-sector role, 
private financial institutions last year 
increased their share of new farm and 
plantation loans by about. 12% over 
1982. | 


hether the private financial sector 

will respond to calls for more in- 
vestment in agricultureis problematic: 
the governor of Bank Negara (the cen- 
tral bank), Tan Sri Aziz Taha, has 
chastised commercial banks recently 
for channelling too much credit into 
property and property development (in 
1983, banks and other financial in- 
stitutions lent almost M$17 billion 
[US$7.39 billion] for these purposes, 
compared to just M$4 billion: to ag- 


_riculture). 


Most private-sector lending, Mores 


Malaysia. cannot aim at self- suffi- 
ciency.” 

In fact, the food- — bill alone 
reached M$1.74 billion (US$756.5 mil- 
lion) in 1983, an 8.7% increase over the 
year before and 5.795 of total imports, 


As well as eutting down oma growing 


import cost, Malaysia's merchandise- 
account ledger will also gain from 
greater food exports: the REVIEW 
understands that diseussions between 
Malaysian suppliers and the Singapore 
Government for large vegetable-sup-. 


| ply contracts are well advanced. 


The trouble is that raising paddy 
production is indistinguishable from 
alleviating rural poverty: the govern- 
ment estimates that more than 55% of 


paddy farmers live below the poverty 


line. Paddy cultivation -occurs on 
470,000 ha. throughout the country, of 
which 371,000 ha. are in Peninsular 
Malaysia. | "m | 


R ecently some critics have hit out at 
what they see as poor results from 
more than M$2 billion spent since the 
1950s on paddy-sector development 
(more than half of it ón irrigation 
works). Given that last year Culture, 
Youth and Sports Minister Anwar Ib- 
rahim said that; on data available to 
the Prime Ministers Department, 
16:296 of paddy. farmers: are living 





. below the poverty lin: 









senti moves i such as an ir- -principle de- 


cision to expand the possibilities of 
using "Malay-reserved land" as collat-- 


eral, or changes to the land code 
(REVIEW, 3 May) facilitating amalga- 
mation of agricultural land may help 
over time to make private institution 
loans to smaller farming concerns 
more attractive. 

Despite a considerable drop in its 
share of gross domestic product — 
from 60% in 1950 to about 20% in 1983 
— the agricultural sector continues to 


contribute 30% of foreign-exchange | 
earnings. Recent price performances. 
by cocoa and palm oil (REVIEW, 2 Feb.) 
show how abundantly the commodities. 
well can gush. Agriculture until com- - 


paratively recently provided the cut- 


ting edge of the economy — a role espe-. 
cially apparent in the 20 years after 
1950, before Malaysia’s petroleum ex- 


ports and manufacturing base assum- 
ed a large profile in the economy. 
Some 60% of suitable land, accord- 
ing to Agriculture Ministry sources, is 
already under cultivation — hence the 
new policies' insistence on productiv- 
ity gains within existing acreages, 
using labour-saving plantation-scale 
techniques and, for food production, 
charting a future course that envisages 


a radical change in the way people live 


and work in the countryside. 


ing the Penang-based Aliran reform 


movement) dismiss the NAP as simply 
promoting increased output while ad- 
vancing no anti-poverty strategy to 
combat “existing land-tenure systems 
and modernisation strategies that con- 
tinue to work against the small pro- 
ducers.” 

The prime minister is sensitive to 
this charge, and he devoted much of a 
recent address in parliament to rebut- 
ting contentions that Malaysia has an 
absentee-landlord problem similar to 
those of other developing countries. In 
Mahathir's view, consolidating un- 
economic farms into estates will do 
more to fight poverty than redistri but- 
ing rural land. 

Meanwhile, preliminary estimates 
for the 1982-83 rice harvest show out- 
put declining by 3%, which the gov- 
ernment says reflects a decrease in the 
planted areas offsetting a “marginal 
growth in yield." Production of paddy 
has therefore declined for the fourth 
consecutive year since the 1979-80 
crop. 

The total areas planted with wet 
rice in the 1982-83 crop year declined 
by 3.2% (to 654,000 ha.), and even in 
the areas of heavy government invest- 
ment — such as the Muda River area — 
production declined dramatically 
after the loss of thousands of hectares 
to viral disease. 


OTMAMESCAAD. 


| ‘Malaysia Must find ways of ( boosting natural- rubber production 


to retain its dominant world-market share, a task force says 


By James Clad in Kuala Lumpur 


panel of experts convened by the 

| Malaysian Government has urged 
large increases in natural rubber pro- 
duction to retain the country's 40% 
slice of world production into the 
21st century. The nine members of the 
Task Force of Experts — who include 


marketing and end-use specialists 


from outside Malaysia — presented 
their 81-page report to the government 
in October 1983, but slow-moving 
bureaucratic procedures (requiring 
comments from all affected depart- 
ments) delayed its release until now. 


Commissioned to investigate trends 
in production, consumption and mar- 


keting within the overall world 
elastomer market, the experts have 


come up with bold and straightfor- 
Malaysia's 


for 
approved 


ward 
policymakers 


suggestions 


who in 


January a long-awaited National Ag- 
ricultural Policy which tilted against 


NATURAL VERSUS SYNTHETIC 
(Changes in consumption ratio of 
natural rubber to synthetic rubber, [%}) 


Global z 
United Statés 
Japan 

West Germany 
Italy 


Source. The Malaysian Natural Rubber p 
dustry 1983-2000, Kuala Lumpur, 1983. 


| further expansion of rubber acreage: 


By contrast, the task force implicitly 


| urges adding more acreage to help 


meet production growth targets of 


20% and 40% by 1990 and 2000 respec- 


tively: "While oil palm can earn mar- 
kedly higher returns at present, there 
are large areas where it cannot be 
planted economically and where rub- 
ber is likely to be the most profitable 
choice," it says. 


The report falls into two sections, 


one looking at world rubber demand | 


trends, and the other recommending 
specific improvements to the Malay- 


z 
| 


annual rubber demand, including $ 
thetic rubber (SR), will rise to E 
18 million tonnes by 1990 and 200 
spectively. 

The experts — who included spec 
ists from Goodyear Corp., an int 
tional rubber trading firm and even 
palm-oil scientist — believe it has 
ready made a turnaround. "The 
signs that the structural disadv 
in the industry — that is, less- 
tural rubber] usage within an à 
contracting elastomer market 
‘now beginning to change,” Prima) 
dustries Minister Datuk Paul Le 


| told the REVIEW while discussin; 


task force report. “By the end 
1970s, the proportion of NR in t 
had begun to rise again and the t 
ance is still tilting to NR,” he. 


Within this total picture, deman 


NR alone will climb, the report says 
5 and 6 million tonnes a year by 
and 2000: Malaysia's current shai 


| world NR production now hovers at 
] million tonnes a year — about 4 


global production. Elsewhere in 
both Thailand and Indonesia 


rapidly looming as long-term | 
4 petitors.to Malaysia's top produ: 
| position; the two countries toget 
now produce as much as Malaysia 
| donesian production now approa 
| 880,000 tonnes a year.) The only ¢ 
sizable Asian producer is Sri 


| which now puts about 140,000 to 
| of rubber into the market each ye 


Rubber thus remains an impo 
export commodity for Malaysia, 


_ withstanding the recent eupho 


sian rubber industry. The report looks | 


closely at the rubber industry's princi- 


vehicular production. Some 70% of it 


pal sentiment-mover — the state of |. 


in the United States, for example, goes 


into tyre manufacturing. G lobally, the 
share is more than two-thirds. From 
analysing "structural and technical 
changes affecting the tyre industry" — 

including. petroleum supplies, prices, 
radial-tyre üsage, "down-sizing" and 


"down-weighting" of tyres and the in- . 


gei iA ture | of. „frontwheel- 


about palm oil — which touched bọ 
prices in January and Feb 
(REVIEW, 2 Feb.) or structural ch 
in the elastomer industries aroui 
world since the beginning of the 197 


Rubber trees still occupy almost. 


of Malaysia's estimated 4.3 m 
cash-crop. hectarage, and NR pulled in 
11.1% of total export receipts in 1 
making it Malaysia's second lar e 
S earner after palm oil. . 


uch of the strong recovery in rul 
ber prices in 1983 occurred after th 
task force had finished its report. T 


has added to the prevailing optim 
| rubber-export receipts increased 


38 
in. 1983, and the price levels overa 
rose by 23. 1% to an average of M$2. 
(US$1. 08) a kg. Helping lift sentimu 
were repeated sallies by the Sov 


‘Union and China. into the m 


along with South Korea and Jap 


these countries have become Mala: 


* 


ja's- fastest-growing , rubber ma 























tages, the 








tions — of productivity-boosting 
ds such as labour-saving tap- 
s systems and higher-yielding tree 
detieeee. 
Also on the domestic side, the report 
brimful of recommendations which 
he government apparently intends to 
implement once.a high-level official 
committee formulates specific, deci- 
sions for the politicians. Some ideas — 
h as the phasing out of rubber 
marketing by the public agency assist- 
."smallholders, Rubber Industry 
allholders Development Authority 
ay invite bureaucratic stonewal- 
Other proposals, such as a call for 
new land schemes to be operated 
| now on as commercial estate en- 
rises,” while in line with the gov- 
nent’s “privatisation” push, may 
ie difficult to implement in the 
future. . 2 i 
























ides these suggestions, the ex- 
urge special. promotion of 
)ber-based ^ industries within 












































Hikaru Kerns in Tokyo 
s the second-largest importer and 


ld, Japan has developed one of 
world's major trading markets in 


rkets, notably that of Singapore, 
1 exercise far more influence on 
ce — indeed, Japanese traders 
sely monitor daily price move- 
ments in Singapore, and local quota- 
ons tend to reflect such movements 
— it is believed the trading volume in 
'okyo and Kobe exceeds that of any 
other market. | MON | 

|. On an average day the Tokyo mar- 
ket has a turnover of more than 
.21,000 tonnes, while Kobe trades at 
about 85% of that level. Marubeni, 
Mitsui Bussan, Kasho Co. and Nom- 
ura Trading Co., the big four natural- 


market to hedge their imports. Most 


- market and deal directly with trading 
companies. | 

Japan's imports have been increas- 
ing over the years though they have 
fluctuated sharply from year to year 
depending on the state of Japan's 


1983, imports amounted to 494,151 





says Malaysia must “urgently” 
enate aging tree stocks and accel- . 
adoption — on both plantations | 
he estimated 800,000 smallholder 


consumer of natural rubber in the 


'okyo and Kobe. Although other 


“rubber importers, often resort to the - 


manufacturers are not active in the - 


tyre, footwear and car industries. In 





































of naphtha cracking). 
The report appears at a time when 
Malaysian policymakers are rethink- 


price maintenance. At the upcoming 
council session of the International 
Natural Rubber Organisation in Kuala 
Lumpur on 13-22 May, the REVIEW 
understands Malaysia will lead other 
` Asean countries and Sri Lanka to seek 
a renegotiation of the current five-year 
International Natural Rubber. Agree- 
ment on terms more favourable to pro- 
ducers. In addition, Leong intends to 
improve collaboration among. Asian 
rubber producers and a meeting of 
ministers is planned for later this 
year.Leong's counterparts have all been 
sent a copy of the task-force report. Ll 


Destination Tokyo 
laysia aims to overtake Thailand as main supplier 
atural rubber to Japan, a major user 


tonnes, valued at ¥111.4 billion 
(US$492.9 million). In 1982, imports 
amounted to 412,942 tonnes com- 
pared with 1980's 457,439 tonnes. 
Thailand has been the biggest 
source of rubber for Japan, followed 
by Malaysia which is rapidly expand- 
ing its share as a result of price com- 
petitiveness. From providing about 
20% of Japan's requirements in 1983, 
Malaysia may provide as much as 
25% this year. A slight increase in 
Japan's total imports in 1984 is likely, 
though one trading association be- 
lieves there is the possibility of a 
slight decline arising from a build-u 
of domestic inventory. In 1983, Japan 
exported finished rubber products 
worth ¥446 billion, of which Y360 
billion was in the form of tyres and 





tubing. — — 

Natural rubber accounts for about 
37% of the total new rubber in Japan. 
Synthetic rubber production and ex- 
ports are expected to grow in propor- 
tion to the growth in consumption of 
natural rubber. In the medium term, 
it is estimated that natural-rubber 
imports to Japan will increase slowly, 
perhaps on an average of 2-3% a 

year, ES 





ing their external strategies for rubber | 
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India is well on its way to | 
a full, multi-applications 


space programme 


By Mohan Ram in Bangalore 
I early April India became the 14th 
country to send a man into space. One 
of its air-force pilots hitched a rideon a 
Soviet craft and the seven-day voyage 
was euphemistically labelled a joint 
manned space flight. Participation in a 
Soviet flight means little in terms of a 
country's standing in space technology 
because cosmonauts from countries 
without a space programme worth the 
name (such as Bulgaria; Cuba, Mon- 
golia and Vietnam) have been taken on 
Soviet craft. India's achievements lie 
elsewhere — in its ability to harness 
space technology for development 
ends. 

In July 1980, India became the sixth 
country (after the Soviet Union, the 
United States, France, Japan and 
China) to build a satellite and send it 
into orbit using its own launch vehicle. 
India's space programme, which began 
in 1962, aims to build satellites, deve- 
lop the capability to launch them and 
to use them for communications, wea- 
ther forecasting and remote sensing of 
earth's resources, uu 

India demonstrated its ability to 
358-kg. 
Aryabhata, with an experimental 
payload, was placed in orbit in 197 5. In 
1979 it sent up the more sophisticated 
Bhaskara-I satellite, weighing 444 kgs, 
fitted with equipment to survey India's 
natural resources. À second satellite of 
the. same kind, Bhaskara-ll, was 
launched in 1981. All three were 
launched atop Soviet rockets. 

The most sophisticated satellite 
India has built is the Apple, for com- 
munications. It seized the opportunity 
when the European Space Agency of- 
fered to launch a satellite free if it was 
built under the Ariane Passenger 
Payload Experiment. The Apple was 
launched from French Guiana in June 
1981 atop the Ariane rocket to function 
as a geostationary satellite. By posi- 
tioning it correctly in orbit — a dif- 
ficult task — India demonstrated a 
capability which hitherto had been the 
preserve of the US, the Soviet Union 
and Canada. 

All these experimental satellites 
were of course aimed at acquiring the 
expertise to build and use application 
satellites. The Apple was meant to be 
the test-bed for a communications- 
satellite programme to be realised 
later through what came to be known 


| as the Indian National Satellite (Insat) — 


system. The two Bhaskara satellites 
were precursors of the Indian Remote 
Sensing (IRS) satellite system India is 
planning. 

At the same time, India was trying to 
develop its own launch capability. In 
August 1979, its first indigenously 
built, four-stage solid-fuel rocket, 
SLV-3, was launched but plunged into 
the sea after rising only a few 
kilometres. The failure was attributed 
to a fuel leak; but on the plus side, 34 of 
the 44 sub-systems were found to have 
worked satisfactorily. Within a year, 
the scientists came back with another 
rocket in the same series and this suc- 
cessfully injected into a near-earth 
orbit a 35-kg. Indian-built Rohini 
satellite. The primary objective of this 
flight was to evaluate the performance 
of the vehicle, but in the process India 
joined the select group of countries 
which could build and launch satel- 
lites largely on their own. Two more 
satellites in the Rohini series were 
launched in 1981 and 1983 as part of 
the SLV-3 experiment. 

India’s space programme graduated 
from the experimental to the applica- 
tions stage with its Insat programme. 
The first satellite in the Insat system, 
Insat-IA, was built to Indian design 
and specifications by Ford Aerospace 
of the US and was launched atop the 
National Aeronautics and Space Ad- 
ministration’s Delta rocket in 1982, 
but had to be abandoned due to a snag. 
(Its cost was recovered in full via insur- 
ance.) This was followed by Insat-IB, 
also built by Ford Aerospace and 
launched using the US space shuttle in 
April 1983. The Insat-IC also will be 
built by Ford Aerospace and is to be 
launched from the US in about three 
years. Insat-IB and IC, designed for 
seven-year lives, will be replaced by 
Indian-built satellites which will be- 
long to the Insat-II series. 

Complementing the Insat system 
(which has telecommunications, mass- 
communications and meteorological 
applications) will be the IRS satellite 
system to survey the country's natural 
resources. The first IRS satellite is 
being built in India and is expected to 
be launched in 1986 using a Soviet roc- 
ket. 

The thrust of India's space program- 
me during the rest of the decade is to 
extend the applications of space to 
development and also to develop its 
launch capability further. Next year it 
plans to test the Augmented Satellite 
Launch Vehicle, the successor to the 
SLV-3. In 1987 it plans to test the 
Polaris Launch Vehicle, which can 
place 900-kg. satellites in orbit. 


A. of now, India is considerably ahead 
of a comparable space power, 
China, in satellite building. China has 
launched nine satellites; the latest of 
them, placed in orbit in April this year, 
has a payload comparable to that of the 
Indian Apple launched in 1981. Since 
China's space programme is military in 
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its orientation, it is ahead of India in 
launch capability and missiles. 

Then, too, while China's programme 
appears to be entirely self-reliant, 
India's depends on imported compo- 
nents to build satellites. The import 
content is 50-55%. Scientists argue 
that it is still cheaper to build them at 
home because a satellite that costs Rs 
1.2 billion (US$109.6 million) to im- 
port can be assembled locally for Rs 
500 million. (The import content of 
rockets is less — 20-25%.) 

Experts point out that India's pro- 
claimed objective of ultimate self-re- 
liance has not meant a doctrinaire po- 
licy of going it alone. India has not 
hesitated to use Soviet and European 
Space Agency rockets for launching its 
satellites. In 1975-76, it carried out its 
Satellite Instructional Television ex- 
perimert using a US satellite (ATS-6) 
to gain experience in the hardware and 
software of TV broad- 
casting. 

In 1977-79, it under- 
took the Satellite Tele- 
communications Ex- 
periment Project using 
theFranco-German 
Symphonie satellite to 
gain experience in do- 
mestic telecommunica- 
tions using the satellite. 
It did not wait to deve- 
lop its own capability in 
building applications 
satellites before launch- 
ing the Insat program- 
me. It had the satellites 
built abroad and used 
foreign launch vehicles. 

Another point of 
criticism is the cost 
of India's space pro- 
gramme. To this, 
though, the reply is 
rather more convinc- 
ing. In 1978-82, the 
total outlay on the 
space programme was 
Rs 3.2 billion. Theout- 
lay for 1980-90 will 
work out to Rs 8.54 bil- 
lion. This is nothing 
compared to Nasa's annual outlay of 
US$15 billion or the Soviet Union's 
US$18 billion a year. India's own de- 
fence budget for 1984-85 is Rs 68 bil- 
lion, while spending on space (which is 
separate from defence) is about one- 
eighth of that for a whole decade. 

The indirect benefits of the space 
programme, by way of the orders it 
provides to Indian industry, are not in- 
considerable. The programme no 
longer fabricates all its needs in-house 
and has begun involving industry. In 
addition, the industry meets 
peripheral needs resulting from the 
space programme — such as demand 
for ground equipment, communica- 
tions equipment and (not least) TV 
sets. The Insat programme has made a 
countrywide TV network — and colour 
TV — possible. 





Bounty from 
high orbit 


By stressing non-military 
functions, India's programme 
yields a broad range of benefits 


A surveying of India's natural 
resources through remote sensing 
goes back to the 1920s. Experiments 
since 1970 have covered practically 
every earth-resource discipline. Two 
of India's experimental satellites, 
Bhaskara-I, launched in 1979, and 
Bhaskara-II, in 1981, have given In- 
dian scientists experience in proces- 
sing remotely sensed data and the gen- 
eration of user-oriented data products. 
Additionally, India has an earth sta- 


tion for receiving 
and processing data 
from the United 


States' Landsat satel- 
lite. 

This experience has 
given Indian scientists 
the confidence not 
only to plan the Indian 
Remote Sensing (IRS) 
satellite system but to 
undertake building the 
satellites for it. The 
first IRS satellite, ex- 
pected to be placed in 
orbit in 1986 using a 
Soviet launch vehicle, 
is designed to meet 
needs including moni- 
toring and estimating 
agricultural resources 
and output, inventory 
of forest resources, 
geological mapping, 
delineation of water 
resources, land-use 
surveying and coastal 
oceanography. While 
it will be some years 
before the benefits of 
IRS will be available to 
India, this is by no 
means the country's first space-appli- 
cations programme. 

Its earlier programme — the Indian 
National Satellite (Insat) system — is 
already making its impact felt through 
the first satellite, operational since Oc- 
tober 1983. The Insat system, it is 
claimed, is a technical innovation for 
practical applications specific to India 
for cost-effective enhancement of its 
telecommunications, mass communi- 
cations and meteorological capabili- 
ties. Satellites of this design are 
not in use anywhere else and are 
not available off the shelf. The system 
is also claimed to be a major organisa- 
tional innovation, cutting across tradi- 
tional boundaries of government de- 
partments and agencies involved in its 
functioning and utilisation (the de- 
partments of space, posts and tele- 
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city, the system will provide India with 
more than 8,000 long-distance tele- 
phone circuits accessible from the re- 
motest areas of the country, overcom- 
ing problems of terrain and sheer dis- 
tance. These links will supplement 


— existing terrestrial links on important 
— long-distance routes, 


making for 
greater reliability and flexibility. They 


also will facilitate emergency-com- 
= munications services. 


Radio networking via Insat will pro- 
high-fidelity, five- 


ity. All stations of the state-monopoly 
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—— broadcasting agency, All-India Radio, 


will be provided with receiving capa- 
city for re-broadcasting programmes 
beamed to the satellite from New 
Delhi, Bombay, Calcutta and Madras. 
In addition, national or regional spe- 
cial-event coverage from remote loca- 


- tions will be possible through trans- 


portable earth stations. * 
Insat also will provide two nation- 


wide TV channels for the state-mono- 


poly TV organisation, Doordarshan. 
One is for direct transmission from 
satellites to augmented community TV 
receivers in rural areas where direct 
TV coverage has been found to be cost- 
effective as a means of development 
communid&tion (to promote better 
farming practices, health and hygiene, 
education and family planning). The 
secong will make networking of ter- 
restrial TV transmitters possible, in 
turn making countrywide TV possible. 

The meteorological applications of 
Insat provide round-the-clock, half- 


- hourly synoptic images of weather sys- 


tems, including cyclones, over the en- 
tire territory of India, as well as ad- 
joining land and sea areas. It will col- 
lect and transmit meteorological, hy- 
drological and oceanographic data 
from remote platforms. It will give 
timely warnings of immediate weather 
disasters and will benefit agriculture, 
aviation, ports and shipping, 
meteorological and forecasting ser- 
vices. Sincethe satellite became opera- 
tional in October 1983, India has 
started receiving all these benefits to 
some de agree, though it will be about a 
year before the full capacity of the 
satellite is utilised. 

Some 100 countries derive benefits 
from space technology in areas such as 
communications, meteorology, sur- 
veying and mapping of natural re- 
sources and navigation. Among these, 
at least 50 developing countries regu- 
larly use the services of satellites, the 
most common being for telecommuni- 
cations and weather information. But 
Insat is claimed to be a trend-setter 
even for developed countries, because 
of its multiple non-military applica- 
tions — all other multiple-application 
satellites to date have included a mili- 
tary payload. — MOHAN RAM 
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t onm massive aid begins to dwindle. 





ECONOMIES 


A test of patience 


Vietnam admits it is suffering economic hardships 
in the wake of ebbing aid and dwindling loans 


By Paul Quinn-Judge in Hanoi 


o use a Western phrase, said Tran 

Phuong, deputy premier in charge of 
economic affairs, Vietnam’s current 
economic policy is one of austerity. “We 
are asking our people to endure hard- 
ships for a few more years." But he add- 
ed: “We hold the future firmly in our 
grasp.” By the end of this decade, said 
Tran Phuong, major infrastructure pro- 
grammes will be coming into opera- 
tion: power shortages will be reduced, 
the adverse balance of payments rec- 
tified and the standard of living in- 
creased. 

Tran Phuong, who is also a member 
of the party central committee, made 
his comments during an unpre- 
cedented press briefing in Hanoi re- 
cently. He offered figures that usually 
are considered confidential — Soviet 
aid, inflation, unemployment. Even 
more interesting, perhaps, were his 
outline of the country's economic 
development strategy and comments 
which showed clearly where he stands 
on major economic-policy debates. 

The roots of Vietnam's present 
economic problems lie in the war, Tran 
Phuong said. In 1964, the North — the 
Democratic Republic of Vietnam — at- 
tained self-sufficiency in food. Im- 
mediately after, however, the war es- 
calated and the economy stagnated. At 
the same time, between 1964 and 1975, 
the population doubled. With 
economic stagnation, the country be- 
came dependent on foreign aid. Other 
leaders, notably Le Due Tho, have 
noted that this dependence was 
psychological as. well as material: 
planners ceased to worry about targets 
because more aid was always on the 
way. 

The amounts of aid were enormous. 
In the final year of the war, Tran 
Phuong said, the socialist bloc gave 
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Hanoi about the same amount that the 
United States gave the then South 
Vietnamese regime of president 
Nguyen Van Thieu: US$1 billion. Ap- 
proximately half of this came from the 
Soviets, he said. (At this time, the 
Chinese were thought to have been 
providing about US$400 million.) 

Vietnam's dependence on foreign aid 
continued after the war, Tran Phuong 
said. In 1975, its foreign allies provided 
almost 2 million tonnes of rice, 3 mil- 
lion tonnes of fuel and almost all the 
steel, textiles and cotton used in the 
country. Between 1976 and 1980, food 
imports averaged 1 million tonnes. 

Soviet aid during the first post-war 
five-year plan (1976-80) amounted to 
the equivalent of US$1.45 billion, he 
said. Most of it took the form of grants. 
An exact dollar equivalent was dif- 
ficult to calculate, because the Soviets 
offered an extremely favourable rou- 
ble exchange rate. The assistance also 
included large amounts of commodity 
aid provided at half the prevailing 
world rates. 

Tran Phuong's figures are another 
contribution to a long and varied list of 
estimates of Soviet aid to Hanoi. Nato 
calculates that in 1974-75, the Soviet 
Union alone provided US$767 million 
in economic and military aid. Another 
Western source said the Eastern bloc 
and the Chinese between them pro- 
vided about US$1.32 billion in those 
years (REVIEW, 9 Dec. '77). 

Tran Phuong's figure for aid in 1976- 
80 is not far removed from that of the 
International Monetary Fund — which 
is not surprising, as the IMF figure 
probably came from the Vietnamese 
Government. The IMF figure for re- 
ceipts from the non-convertible bloc 
between 1977 and 1980 is US$1.45 bil- 
lion. Nato, on the other hand, claims 
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year period. 

From 1981 on, the id pattern 
changed. Grant aid for the current 
plan, which ends in 1985, is minimal: 


"Just a few tens of millions of dollars | 


and roubles a year." The majority of 
funds come in the form of 20-30--year 
loans. Such loans from the socialist 
bloc in general have amounted to more 
than Rbi 3 billion (U5$213.7 million), 


Tran Phuong said. The terms may not | 
notes that. 
soclalist-bloe loans to Vietnam come | 


be too onerous: the IMF 
with an interest rate of no more than 
2 06 And, 
197: it 
her debis 


There have been regular reports over ] 
the past few years that the Soviets | 


allies of US$31 their Ea for he five- | 





on at least one occasion, in ] 
3, Hanoi's socialist allies cancelled ; 














g po Í : 
Tran Phuong. had a few hash wW 
for the IMF in his briefing — relati 
with the fund were not good, he sa 
The IMF was still holding back 
loans, which were Vietnam s "leg 
mate right" as an IMF. 
withholding the money, the 
seemed to be trying to exert pre 
on Vietnam. "But | told them 
holding back a few thousand mi 
of dollars a year was no pressur 
Tran Phuong said. “Of course, I trie 
| phrase it more politely.” 


wu wor ius can as 
only a part.of their needs at controlled 
prices, and given the large number of 

| unemployed, inflation is seriously felt 
by most Vietnamese. 

Government measures have partly 
succeeded in limiting inflation. A new 
taxation. policy. has increased govern- 
ment: revenues and decreased the 

| temptation to print money. | | 
.. An IMF team which visited Vietnam 

in March is thought to have noted some - 
slight improvements in the economy. 
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would like to reduce their aid pro- |" 


gramme. But, Tran Phuong said, 


Soviet aid in partic ular arid socialist- 


bloc aid in general will continue at cur- 
rent levels for the foreseeable future. 
The reason for this is simple: the pro- 
jects they are funding will not be com- 
pleted until the end of the decade at tthe 
earliest, 


he massive Hoa Binh hydroelectric 


project, for example, will be finished 


by 1991. By then, Trán Phuong said, it 


will have received loans totalling Rbl 1 
billion. (Work on the Hoa Binh project | 


began in 1979 and when completed it is 


due to have an output of almost 2 2 mil- | 


lion kws.) 


Hoa Binh and similar power piojects | 


elsewhere in the country will play a 
pivotal role in 
development, Tran 
tained. Their completion essent 





will spur Vietnam's economic tak off. 3 
vicious || 
circle of underproduction-indebted- - 


The projects will help break the 


ness-underdevelopment that currently 
dominates 
begin to improve, he said, three to four 
years from now. While they. are wait- 


ing, the Vietnamese are having a tough : 


time. Most people one meets in. the 


Street describe life in a single wor d. — 


cue (very tough). 
Unemployment, 
stands at about 1 million. Thi 
does not include people whi 
taken to marginal occupation 
as hawking and driving cyclo 
led conveyances). In the cou 


there is seasonal unemployment. The . 


labour problem will take at. least 
another five to 10 years to resolve. 

- Inflation, ace ording to Tran Phuong, 
has been running at an annual rat 
50-60% for the past few y yee é 
rate only affects: ark 
does not touch the gover cen system 
of controlled prices, which. allows 
in the state sector to 
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Int the manager's opinion, the Schroder Hong Kong Fund has been. the best 
performing unit trust in its class since its. launch in 1982. 


The Fund provides investors with a vehicle to invest entirely in the Hong Kong 

` market. Currently the Fund is heavily invested in the manufacturingArading 
sector, which is expected to benefit from Hong Kong's competiveness ir in world. 
markets and the expected recovery: in the world’ $ economies.. | 
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' Gler price with income added back 
Out-performed the Hang Seng Index by 45. 3% since October 1982 


The Managemen believes that its emphasis on in-depth and original research 
should continue to benefit the holders of the Schroder Hong Kong Fund. 


However, while we believe investment in this Fund could be very rewarding, 
the price of shares in the Fund could go down as well as up. 






Minimum investment: HK$5,000. 





For toties details, mail the coupon below: 
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1301 World Trade Centre, 
Causeway Bay, Hong Kong. 
Tel: 5-7908448 
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Prospects of finding substantial 
deposits off the coast are dim, 
despite large investments 


D: Premier Tran Phuong has 
confirmed that Vietnam's search 
for oil is not going well. “We have no 
concrete results to announce yet, de- 
spite the hundreds of millions of rou- 
bles invested in the project by both the 
Soviets and the Vietnamese.” Al- 
though Tran Phuong said Vietnam 
hopes it will be able to meet its own 
fuel needs by 1990, he did not sound 
overly convinced of this. “So far our 
experts’ estimates of our oil prospects 
have been rather boastful.” 

. By now Vietnam was hoping to be 
producing oil commercially. It has pin- 
ned its hopes largely on an area off the 
southern coastal city of Vung Tau, 
where Mobil had reported striking oil 
shortly before the end of the Vietnam 


. War in 1975. Other Western companies 


| took over from Mobil at the war's end 


Oil is not well - 


and continued the search, with incon- 
clusive results, until 1981. Since then, 
exploration has been carried out by a 
Vietnamese-Soviet joint enterprise. 
Early in 1983, Foreign Minister 
Nguyen Co Thach told a Western jour- 
nalist that his country would start pro- 
ducing oil by the end of that year, 
would be self-sufficient by the end of 
1985 or 1986, and would be exporting 
by 1990. At the end of the same year, 
though, Vietnam’s chief planner, Vo 
Van Kiet, told the National Assembly 
that the government hoped to “reach a 
conclusion” about oil on the southern 
continental shelf by the end of 1985. 
One person who must be hoping 
these conclusions are positive is Maj.- 
Gen. Nguyen Hoa, director-general of 
the Oil and Natural Gas Department. 
His election as an alternate member of 
the communist party's central commit- 
tee in March 1982 was an indication of 
the importance the government hoped 
oil would soon assume. Hoa’s political 
prominence will rise or fall with the oil 
output. — PAUL QUINN-JUDGE 





No capitalists here 


Vietnamese ideological debates are kept on a tight 
leash while new economic policies are tried out 


ome of Vietnamese Deputy Premier 
for Economic Affairs Tran Phu- 
ong's most interesting remarks at a 
recent press briefing took the form of 


J comments on economic policy, rather 


than statistics. 

The new economic reforms — which 
include incentives for farmers and 
most workers and a certain degree of 
decentralisation of economic planning 
— have produced results, but also have 
given rise to concern at the highest 
level of the party. Those most extreme 
in their opposition to the policies 
maintain that they are fundamentally 
unsocialist. Most moderate opponents 
fear that the policies are affecting 
what the communist party calls the 
struggle between two paths — 
capitalism and socialism. 

Party theoreticians say the struggle 
is still intense and complex. The new 
policies, some of them add, have tilted 
the struggle in favour of the capitalists. 
The policies have already been the sub- 
ject of one high-level examination, at 
the fourth plenum of the central com- 
mittee in June 1983. 

Tran Phuong obviously has little 
time for such pessimism. The new 
economic policies, he said, are normal 
policies, and as such, they will con- 
tinue for many years and continue to 
be improved. But, when he was asked, 
had the policies not been violently op- 
posed by some of the most senior party 
leaders, he dodged the question: “I 
have no documentary evidence that 
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senior party leaders opposed them. Of 
course,” he added, “the policies were 
the subject of debate for several years 
before they were implemented.” 

And he virtually brushed aside a 
question on the struggle between two 
paths. He did, however, go on to dis- 
cuss some of the hardliners’ main con- 
cerns — without identifying them as 
such. The present economic policies, he 
said present “categorically no danger 
to socialism.” He later repeated the 
phrase to make sure it had sunk in. Of- 
ficially speaking, he said, there are no 
capitalists left in Vietnam. There are 
small traders who control “a relatively 
large amount of capital,” he conceded, 
but they do not threaten the socialist 
system. 

And, he said, the number of rich 
peasants with surplus land is negligi- 
ble. "We mobilise 
them to give up their 
extra land. It's like 
land reform, but it's 
on such a small scale 
that we don't call it 
that. And the pea- 
sants happily give up 
their extra land.” 
Seeing scepticism on 
some of his listeners' 
faces, he gave a sly 
grin. "Well, anyway, 
they look happy." 

Many of his col- 
leagues on the cen- 
tral committee would 
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analysis. Although concern about the 
ideological effects of the reforms is 
perhaps diminishing, it has not totally 
disappeared. Documents circulated 
after 1983's fourth plenum present a 
picture of socialism at bay. Those con- 
cerned with the new policies point out 
that, while the number of small traders 
was relatively small, they controlled a 
disproportionate amount of the mar- 
ket. 

One document produced for party 
cadres last year noted that private 
traders controlled more than 50% of 
the market in foodstuffs, agricultural 
products, fish and forestry pro- 
ducts. And, the document noted, 15- 
35% of consumer goods produced in 
state enterprises find their way to pri- 
vate traders. The document also noted 
an increasing disparity between the in- 
come of a state worker and a private 
trader: in 1982, the latest date avail- 
able, a trader's income was on average 
7.5 times greater. 

In the countryside, the dissenters 
would agree that the number of rural 
capitalists was negligible. What they 
would add, however, is that the few 
capitalists control a large share of the 
agricultural machinery. The same 
document referred to a recent survey in 
southern Vietnam. The survey asserted 
that "rural capitalists" constitute 
2.43% of the population and control 
7.1% of the land. But the same survey 
adds that they own more than 53% of 
all machinery available. 

What is most interesting about Tran 
Phuong's exposition, however, is his 
unequivocal support of the present 
economic policies. And, of course, 
given the harsh criticism in party pub- 
lications of unnamed but senior right- 
ists — leaders accused of neglecting 
ideological matters — it is interesting 
to note that he still presents his views 
with such candour. Until now it was 
difficult to see who, apart from Vice- 
Premier Vo Van Kiet, has been actively 
championing the reforms. Tran 
Phuong is clearly one. Another deputy 
premier with economic  respon- 
sibilities, Tran Quynh, may well be 
another. 

Little is known about Tran Phuong. 
After the briefing he told the REVIEW 
that he was born in the Red River 

delta province of Hai Hung 
<in 1927. This would make 
him one of the youngest 
members of the central com- 
mittee. A trained economist, 
he did most of his studies in 
Hanoi. "But," he added, "in 
the past I also studied in 
Peking." Tran Phuong was 
elected an alternate member 
of the central committee at 
the fourth party congress in 

1976, and was named deputy 

premier and became a full 
member of the central com- 
mittee in 1982. 

— PAUL QUINN-JUDGE 
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T'SFOR 
YOU... 


MD 110 is your entry into the world of advanced integrated systems. 
A world where voice and data communications can take place 
simultaneously down the same lines, sharing the same discrete 
desk-top interface. A state-of-the-art system in which the needs 
of user, operator and technician are accorded equal priority, 
without compromises. MD 110 is a sophisticated digital 
private communication system offering a wide range of 
facilities and ease of use, voice and data communica- 
tions, and compatibility with existing systems. 
Intelligent modularity both in hardware and 
software means that it can be adapted to changing 
circumstances so that it will always meet your 
needs. 

MD 110 can meet all the requirements of 
an advanced voice system, with all the execu- 
tive and operator features you could require, 
plus computer terminals, distributed data 
processing, etc. — with access to every service 
from anywhere inside the system. Everything, 
in fact, which the office of today needs, so 
that it can face up to the future. 

After all, without today 
there can be no tomorrow. 
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Yes it is. 

For in spite of the incredible level of technological 
sophistication and its massive array of user/operator 
facilities, MD 110 is still the simplest thing to use. 
And by the time you are old enough to appreciate 
just what those facilities mean in terms of increased 
efficiency and business advantages, the system will 
still be viable and relevant. 

It can grow up too, just like you. Starting with the 
needs of today and gradually getting bigger and 
using more of its capabilities as business demands it. 
And, also like you, it has experienced, understanding 
and loving hands to help it realise its full potential 
— Ericsson, with over 100 years experience in tele- 
phone systems for private and public use, big and 
small, from the simplest to the most complex. What 
baby could ask for a better mentor. 

MD 110 from Ericsson brings together all the 
requirements of modern office communications into 
one streamlined, integrated, compatible system 
which is so easy to use that everyone who comes to 
use it will say ''it's for me”. 
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Ericsson systems are designed to grow and change 
with your needs, to be relevant and viable, both 
now and in the future. And we will still be around to 
make sure they arc. 

When you ve been in business as long as we have, 
what's another hundred years or so? 


C icati 


" 
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Birmingham, England May 23—May 26 
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Thorn-Ericsson 
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Ericsson MD 110 is supplied by: 


Indonesia 
P.T. Erindo Utama 
Jakarta. Phone 71 10 08 


Singapore 
Communication Services Pte Ltd. 
Singaporc. Phone 747 55 88 


Malaysia 
Ericsson Telecommunications Sdn Bhd 
Kuala Lumpur. Phone 4244 38 


Hong Kong 
Communications Services Ltd. 
Hong Kong. Phone 5-828 81 11 


Philippines 
Telecommunications and 
Computer Technologies Inc 
Manila. Phone 815 04 55 


Thailand 
Ericsson Telephone Corp. 
Bangkok. Phone 251 81 91 
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gives you more 


— $600 million The business of business is profit. KONE's success in business 
is based on innovations which generate higher profits 


000 worldwide 
— — — for our customers around the world 
— A good example is the SCD Static Con- 
verter. This patented elevator drive systerr 
is so efficient it can cut your energy costs 
by 40—60 %. In addition to being fast 
accurate and exceptionally reliable 
it is also unquestionably the 
quietest system of its kind 
And there are many othe = 
outstanding KONE product# 
designed to give you more 
Find out how you can benefis 
from KONE expertise 
Write to our president 
Pekka Herlin 
at company head- 
quarters, or 
contact yous 
nearest KONE 
representative 


Our Annual Repor 
is available upon request 
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NEW YORK 


Kuwait Airways offer the best of 
LONDON € 


Eastern and Western cuisine served — 
with traditional hospitality. (he a 
@ PARIS ‘ 












Kuwait Airways offer convenient con- ATHENS @ —2 

nections to all the major cities in the — s eomea | | 
Gulf, Middle East, Europe and on to Mar d Zouga —— 
USA - all in the comfort of the most Sag Ne LGERS Or, —— 
advanced fleet of B-747s, B-727s and a — — S 

the latest Air Bus - 310s. CASABLANCA 





For further information 
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— —* Bangkok- Tel. 2515855 


KUWAIT AIRWAYS Kuala Lumpur - Tel. 201934/ 201964 





Manila - Tel. 8172662. 8172633 
Seoul - Tel. 7530041. 2. 3 


Where east meets west Singapore - Tel. 912730 













































































—— | The numerous 3 
* uite. j States banks — just about 


everyone who is anyone -—— which ` 


have maintained an expensive pre- 


sence in Peking for the past two years | 
or more (joined very recently by 
Citibank, the last of the majors to. 


come), are getting understandably 


fed up with paying out around. 
US$500,000 a year by way of ex- | 


penses and getting virtually no busi- 
ness in return. 


to hear the Hon. Rupert Carrington 


holding forth in Hongkong just re- | 


cently about how the blue-blooded 
London merchant bank he works for, 


Morgan Grenfell — which is only just | 


coming to Hongkong, let alone Pe- 
king — thinks it can carry off 
rich spoils from financing China's 


modernisation. But Carrington, a | 


scion of former British foreign secret- 


ary (now secretary-general at Nato): 


Lord Carrington, may well be right. 


Carrington thinks that the best | 
way to get into China is through | 
avenues such as co-financing with | 
the World Bank, the provision of 
suppliers’ credits, and so on. That can 
be done just as well — better in fact. 


from the point of view of modern 
communications — from Hongkong 
as from Peking. Carrington seems 


almost smugly assured that Morgan. 
Grenfell's existing connections with 
suppliers and international contract- |. 
ors will give it an inside track on this . 


sort of business. 


He told Shroff that he sees a major 


shift away from reliance on multilat- 
eral financing in Peking once oil is 
proven in the South China Sea and 
elsewhere. At that point, China will 


be able to use the reserves as a collat- . 


eral to borrow, not only for oil deve- 


lopment but for all sorts of ventures. 


in mining, manufacturing and so on. 
US and other banks which have 
been patiently waiting it out in Pe- 


king might expect to get priority | 


"friendship" treatment from China 
at that time, but in the end it is the 
equipment suppliers who will largely 
be calling the tune over who does the 
financing. He who laughs last... 

Morgan Grenfell is the last of the 
big British merchant banks to set up 
an operation in Hongkong, Morgan 
Grenfell (Hongkong), a registered de- 
posit-taking company. "We have re- 
gretted, and perhaps even suffered 
through, not being here before," Car- 
rington admitted. 

The decision to come now, just 
when the 1997 issue looms so large, 
may seem bizarre but Morgan Gren- 
fell — Hake that paeet fi- 














tion — will make it worthwhile. 
Leasing and export finance will also 
be required in China on a fairly large 
scale, Carrington thinks, He does not 
believe it is all up with Hongkong, 
either, as far as scope for trade and 
project finance is concerned. Perhaps 


if Dad were handling the Hongkong | 
| negotiations for Britain, a few more 
| people might share his view. 

They would not have been amused’ 5 







AE James Goldsmith told the 
REVIEW i in New York that acquisition 
of the Diamond group of companies 
in the US on behalf of his Hongkong 
flagship company, General Oriental, 


would make Oriental "bigger than 
(REVIEW, 10 Dec. '82). It. 


Jardines" 
was difficult to judge that claim, be- 


cause after acquiring Diamond for a 


total of US$684.5 million, Oriental 
had already sold off US$487.5 mil- 
lion of Diamond's assets by the time 
the 1983 accounts appeared — and 
now it is selling off a further chunk. 
Not that the two, rather terse, press 
releases issued on behalf of Oriental 
in the past couple of weeks really 
shed much light on what the latest 
transactions mean. And Shroff's at- 
tempts to learn more via Oriental’s 


retained public-relations advisers 
met with a negative response. 


The first release, issued on 1 May, 
said Oriental had 
;énérale Occidentale (Goldsmith's 
Paris-based European flagship) ‘on 
“the settlement of their respective in- 
terests in the Diamond group of com- 
panies” 
achieved by way of Oriental buying 


ing loan notes held by Occidentale, 


and through Oecidentale's purchase 
| of “certain of the Diamond group of 
companies owned by [Oriental]." An- 
agreement of 2 April 1982 gave Oc-- 


cidentale the right to convert loan 
notes and preference shares into 
37.5% of the equity of Dusa, a sub- 


sidiary through which Oriental 


bought Diamond. 


Shareholders would receive 


"further details" once necessary con- ` 


sents had been obtained, the release 
added. On 9 May, a further press re- 
lease was issued, saying that, through 
wholly owned subsidiaries, Oriental 
had sold to a “US investor group” the 
entire capital of Diamond Participa- 
tions, for US$139 million in cash. 
Participations is one of the several 
companies linking Oriental to Dusa 
and owns 170,000 acres of timberland 
plus lumber mills formerly owned by 





— in China — includit the Mage 
posed Guangdong nuclear power sta- | 


| investor group. Shroff's inquirie a 


At the end of 1982, Sir- 


= on trust. The legal scheme o 


agreed with 


in the US. This. was to be | 
| sets. 
certain preference shares and repay- | 
| remain in Hongkong, of course, but 


| over recovery of certain frozen assets 
in Shanghai, it helps to have the 
leverage of an outside jurisdiction. 


| the US in the Boise Cascade case), if. 


| HK$11.2 million (US$1.44 million), 


| shareholders to sleep better at night. 





Diskont: Intetngtionál; another: 
subsidiary of Oriental. | | 
Meanwhile, yet another US | 
sidiary, Diamond Group Inc. 
sold for US$29.3 million lumber 
in Oregon to the same (unide: 


to who these investors are, met with a 
no-comment response. 
A rather curious clause in th 
agreement is that General Oriental 
has "guaranteed to the buyers an 
aggregate minimum cash flow from 
the operations" sold to them. In re- 
turn, Oriental would be entitled ' 
recover amounts paid out under th 
guarantee in proportion to the in 
crease in market value of the assets. 
A guaranteed cash flow sounds prett 
copper-bottomed for the purcha 
whoever that is, though any increas 
in the market value of the assets sol 
sounds rather less tangible. KAn 
What all this means for Oriental at 
the end of the day can only be known 
once the promised further details are 
made available. But maybe 
Goldsmith's parallel with Jardine is 
not too far-fetched, given that he too. 
appears to be showing a disinclina 
tion to hold assets through Hongko 
nowadays. 





m n pa Meanwhile, Jardine do 


¡not appear to be takin 


arrangement establishing a Bermu 
dan holding company, Jardin: 
Matheson Holdings, gives the dire 
tors of the new company power toa 
without shareholders' prior approva 
in all sorts of emergencies, includin 
expropriation or consfiscation of as 


Most of Jardine's physical assets. 


ultimate legal ownership of them will 
revert to the Bermudan company. 
And, as American group Boise Cas- 
cade found when dealing with Peking. 


which can bring sanctions to bear 
(mutual freezing of Chinese assets in 


the worst comes to the worst. : 
The move will cost Jardine about 


which seems cheap if it allows 


Meanwhile, Jardine chairman Simon 
Keswick is forecasting a "substantial 
increase” in profits this year. That 
should prove the case for many Hong- 
kong companies outside the property. 
sector, all of which makes the Hai 
Seng Index, at 900, look cheap age in. 
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A break in the silence 


Dewey Dee claims political status in his 


am a political embarrassment and a 
danger to the government of the. 
Philippines." Because of this, he says, 
he is entitled to be classed as a political 
refugee and to be allowed to stay in 








, 
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bid not to be extradited from Canada 


By Ron Richardson in Vancouver 


he Canadian Government is trying 

to block a bid by fugitive Filipino 
businessman Dewey Dee to overturn a 
decision by the Canadian immigration 
minister rejecting Dee's application to 
stay in the country as a political re- 
fugee. It has asked the Canadian Fed- 
eral Court to throw out Dee's applica- 
tion to have the minister's decision re- 
versed. 

A government lawyer said the legal 
challenge by Dee, which alleges that 
the rejection was improperly rushed 
through in July 1983 in the face of dip- 
lomatic pressure from Manila, was 
“immaterial, irrelevant, frivolous and 
vexatious.” At a court hearing on 8 
May, which Dee did not attend, gov- 
errment counsel said the effect of 
Dee's charges would be to delay a final 
hearing to determine whether or not 
the former head of the Continental 
Manufacturing Corp. textiles group 
could stay in Canada. The Philippine- 
Chinese entrepreneur has been living 
in hiding in the Vancouver area with 
his wife and family since he arrived on 
a short-term visitor’s visa from Costa 
Rica in December 1982. 

He surfaced in Canada 11 months 





COMPANIES 


after disappearing from Manila, leav- 
ing behind around P700 million 
(US$50 million) in debts which set off a 
shock-wave that almost brought down 
the Philippine financial system 
(REVIEW, 16 June '83). Dee is not sub- 
ject to any restrictions 
within Canada until a 
final decision is made on 
his bid to stay as a re- 
fugee. Dee is claiming 
that because of the poli- 
tical implications of his 
case, which caused 
severe embarrassment 
to the financial estab- 
lishment and associates 
of Philippine President 
Ferdinand Marcos, he 
would be unable to find 
legal representatives or 
receive a fair hearing in 
Manila. Because of the 
political implications of 
the testimony he would give in his own 
defence, Dee insists he would never be 
brought to trial. | 

In sworn court documents, Dee says: 
“I am a person who has clashed politi- 
cally with the Philippine Government 


Wrong time for rights 


Question-marks hang over a decision by the 
Multi-Purpose group to raise new funds on the market 


By James Clad in Kuala Lumpur 


ulti-Purpose Holdings Bhd 
(MPHB), a listed investment hold- 
ing company with indirect links te 
Malaysia's largest Chinese political 
party, the Malaysian Chinese Associa- 
tion (MCA), has announced separate 
rights and bonus issues, both at one- 
for-three ratios. An MPHB source told 
the REVIEW the two issues by his com- 
pany are "steps planned long ago to 
bring the group's capital more in line 
with its present level of assets employ- 
ed and to bring down our gearing.” 
With majority shareholding in the 
hands of Koperasi Serbaguna 
Malaysia (a cooperative with tight 
links to the MCA, a government coali- 
tion partner), MPHB has been criti- 
cised in the past as having paid too 
much for acquisitions earlier this de- 
cade and for a resultant high level of 
gearing (REVIEW, l0 May). The question 





is, why a rights/bonus announcement 
now, in the middle of a deep crisis 
within the MCA? One of its pro- 
tagonists, Tan Koon Swan, has been 
directing MPHB since 1977. 


Stockmarket and MPHB sources say | 


the two issues follow from earlier 
rationalisation of MPHB subsidiaries 
and "have been in the pipeline" for 
some time asthe next step after the for- 
mation of what was once Guthrie Bhd 
into the Mulpha International Trading 
Co. subsidiary (REVIEW, 19 Jan.). The 
rights shares will be offered at par 
value of M$1 (43 US cents) each, but 
shareholders opting for the rights issue 
will not be able to take the bonus as 
well — and vice versa. | 

While the “corporate planning 
rationale" offered — that is, of moving 
now to reduce holding-company gear- 
ing after tidying up subsidiaries — 








Dee: ‘well-founded fear.’ 


Canada. The initial rejection of this 
application is being appealed before 
an immigration tribunal. 

However, Dee has taken the addi- 
tional step of using the court system to 
try to overturn the minister's ruling, 
because a broader range of issues can 
be aired in the legal arena. In a written 
statement to the Federal Court, Dee 
says that if returned to Manila “I have 

a well-founded fear that 
I will be unjustly perse- 
cuted by the govern- 
ment of the Philippines. 
My fear is based upon 
reports ... that I will be 
charged with the crime 
of economic sabotage, 
which carries the death 
penalty . .. I will be sub- 
jected, if I am to return 
to the Philippines, to 
immediate arrest and 
detention [which] it is 
within the executive 
power of the president 
of the Philippines to so 
do. This president's 
power is not subject to judicial review 
nor will I have the right of the writ of 
habeas corpus..." 

The financier said he had sworn evi- 
dence to show that Manila had asked 
the United States Government to lo- 


makes sense, the usefulness of an issue 
at this juncture to Tan's faction is 
noted by some observers, especially as 
it follows closely on last month's di- 
vidend payment to MPHB sharehold- 
ers, the first in two years. The group 
has proposed an interim dividend of 
2.5% less tax for the financial year 
ended 31 December 1983, and a further 
dividend of 2.5% for the six months 
ending June this year is widely expect- 
ed. 

Sources within © MPHB said 
Malaysia's Capital Issues Committee 
had approved the bonus/rights issues, 
subject only to shareholders’ approval. 
According to these sources, “no altera- 
tion to the quantum of scrip” — 150.2 
million shares in each issue — was 
made. Application to the Kuala-Lum- 
pur and Singapore stock exchanges for 
listing the new shares has been made 
and company sources told the REVIEW 
that a 31 July cut-off date for issue ap- 
plications is being sought. 


PHB expects the two issues to be 
rapidly oversubscribed — a normal 
characteristic in this share-hungry 
market where the free-floating portion 
of much listed equity tends to be quite 
small. Logically, the reception to this 
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| me as ap tical opponent of 
the Philippine Government and the 
ruling administration in the Philip- 
pines and a potential embarrassment 
to President Marcos, and that Iam an 
individual to whom President Marcos 
takes a direct interest in as to my | 
whereabouts and status at every op- 
portune time," said Dee. 

"It is inconceivable," he added, 
"that the government of the Philip- 
pines would take such an action if lam 
merely a fugitive from justice on al- 
leged economic transgression. The | | 
government and president of the | 
Philippines would want that I be | 
placed under their jurisdiction...tobe - 
sure that I be placed incommunicado 
in order to ensure my silence and to 
prevent me from making a complete 
explanation or give evidence as to the 
circumstances with regard to my leav- 
ing the Philippines, my business trans- 
actions, and my relationships with 
very high government officials will 
prove to be an embarrassment to the 
government of the Philippines." 

Dee added that because his case 
brought foreign attention to the 


"severe [economic] mess due to the | To handle a br Oad f arige Of Can go 








ant : t t ; | Cue 
crnvismdud mistienag edet m ee in the most cost-efficient way. 


Philippines, he believes he will be 










made a scapegoat for the situation. The - ar | 

Federal Court is expected to rule FLFFT DIUF E Ww | 

within a few weeks on whether or not it Be 

will take up Dee’s case. » C- 

— Shipping consignments come in all shapes and sizes, from mas- 

| TTE © Sive plant machinery to cameras and computers. NYK maintains a | 
latest issue announcement in the mar- | | whole fleet of vessels capable of handling these diverse needs safely 
ket should be largely based on assess- and efficiently. NYK's fleet currently numbers 284 vessels including 
ment of future earnings potential of heavy lifters, container ships, LNG and LPG carriers, coal, ore and grain - 
the company. Here, the reaction from ships and so on. Fleet diversity is ony one of the services we offer our © 


share analysts is míxed. Undoubtedly, 
MPHB’s most recent returns have been 
encouraging, especially from its plant- 
ations wing, Dunlop Estates. The Ban- 


customers. NYK's intermodal transport ser vice, using ship, aircraft, 
road and rail links, will prove to be another Safe and sure way to move 
consignments to their final destinations. And helping keep shioments 

f moving smoothly is the INMARSAT satellite communication system. 
i — is made —— Sr | | More than 40 NYK vessels are equipped with it. You see, it is all part of 
ing-based earnings from MPHB’s | . the friendly efficient service di YK has been giving its customers for the 


Magnum Corp. should also rise past 99 years. 
(though not, as yet, as fast as those of 
gambling enterprise Genting High- 
lands, Tan’s old corporate home), ~ 
In the annual results announced in / i| oS 
April, group pre-tax profits, at M$47.9 | ! 
million, jumped by more than 100% 
over the1982 results, and made the1983 
performance the most profitable in 
five years, an upbeat sign after the 
massive corporate  rationalisation | | l m 
undertaken last year. Some major li Head Office: 3-2, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100 an Tet: (03) 284-5181 Wi Res. 
earnings elements, however, remain Rep., Jakarta: Nusantara Building, 27th Floor, JL. M. H. Thamrin, No, 59, Jakarta, Indonesia Tet: 
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Banki C hich b 1041 Silom Road, Bangkok 5, Thailand Tel: 283-8553-5 W Singapore: NYK Line (Singapore) Pte. Ltd., | 
ADIRE Orp., Which some observers. | | 71 Robinson Road, $03.02 Crosby House, Singapore 0108, Singapore Tel: 2224411 Agents: Ill Port 


predict could be sold off once MPHB Kelang: Borneo Shipping (a Division of Borneo Co., (1975) Sdn. Bhd.) No. A44 Wisma Kontena (A) North 
finds a suitable commercial bank for Port, P.O, BOX No. 31 Port Kelang, West Malaysia Tel: 388786 fill Jakarta: P.T, Djakarta Lloyd, foreign 
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Taming an ogre 


The Australian Government forecasts a sharp fall in its 
huge budget deficit, but rising interest rates may hurt 


By Brian Robins in Sydney 


Wp the Australian Government 
has forecast a fall in the budget 
deficit to A$7 billion (US$6.3 billion) 
for the 1984-85 fiscal year, there still 
are growing concerns about its ability 
to finance the deficit without placing 
undue pressure on domestic interest 
rates. The forward budget-deficit esti- 
mate compares more than favourably 
with the anticipated 1983-84 deficit of 
A$8.6 billion, though given the large 
structural component of the deficit — 
owing to continuing high unemploy- 
ment — it may prove difficult for the 
authorities to cut it back heavily in fu- 
ture years unless new revenue sources 
are tap ; 

The A$8.6 billion deficit anticipated 
for the present fiscal year, which ends 
on 30 June, will result in the total 
public-sector borrowing requirement 
reaching 8% of gross 
domestic product — a 
sharp increase from the 
3.3% only two years ago. 
And even with the fore- 
cast drop in the deficit 
for 1984-85, this will 
still leave the public- 
sector borrowing re- 
quirement at around 7% 
of GDP. 


The government is 
anxious to cut these large 
deficits, in order to keep 
pressure off domestic 
interest rates so as not to 
choke off signs of an inci- 
pient economic recovery. 
The growing deficits of 
recent years have not 
presented great difficul- 
ties for the authorities, as 
high capital inflows have helped finance 
the government's voracious appetite for 
funds. But, with the prospect of rising 
interest rates in the United States, there 
is concern in some quarters that capital 
may begin flowing out of the country, 
placing pressure on the Australian dol- 
lar, as well as forcing domestic interest 
rates higher. 

The government embarked on a pro- 
gramme of heavy capital expenditures 
this fiscal year in an attempt to boost 
the Australian economy, but there are 
few signs of any major improvement in 
underlying economic conditions. Real 
private capital investment is still very 
low — it fell 4% in the December quar- 
ter alone — indicating that the expect- 
ed growth in government receipts from 
any economic improvement may have 
been overstated. 

Earlier this year, Treasurer Paul 
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Keating claimed publicly that the Aus- 
tralian economy would grow by 10% 
this year — a claim which was received 
with some scepticism. Thanks to the 
sharp improvement in the fortunes of 
the rural sector, however, GDP grew 
by 5% in the September quarter, and a 
further 1.9% in the December quarter, 
indicating that the increase for the full 
year could top 10%. 

But economic growth in 1984-85 will 
not receive the same fillip from a 
turnaround in the rural sector, which 
probably accounts for about half the 
growth in the economy in the present 
fiscal year. In addition, the negative 
growth in real private investment in 
the latter stages of calendar 1983 poses 
a very real threat to the government's 
present budget strategy. 

The government decided to embark 





on an expansionary budget for the 
1983-84 fiscal year, in the hope that 
this would stimulate the private sector 
sufficiently to enable it to provide the 
impetus for economic growth in the fu- 
ture. Any improvement in the economy 
would then result in a boost to govern- 
ment receipts, which would in turn cut 
the overall size of the federal budget 
deficit and keep extra pressure off in- 
terest rates. 


B: recent economic indicators 
point to only a mixed economic re- 
covery at best. Retail sales during Feb- 
ruary fell, in seasonally adjusted 
terms, by 0.9%, while gross fixed capi- 
tal expenditure fell by 0.7% in the De- 
cember quarter. (One bright spot is 
stock rebuilding, with stock move- 
ments accounting for 0.4% of the 
growth in GDP in the December quart- 


er.) In addition, statistics for February 
show that of 30 areas surveyed, pro- 
duction fell in 14 of them. 

But the major victory for the govern- 
ment to date has been the substantial 
progress made in reining-in inflation. 
Consumer-price inflation rose by 0.4% 
in the March quarter, thanks largely to 
the introduction of a national health 
insurance scheme earlier, resultingina 
sharp fall in the health-cost compo- 
nent of the consumer price index (CPI). 
The very low CPI growth in the March 
quarter, which was not unexpected, is 
likely to cut the annual rate of inflation 
from 8.6% to about 7,6%. However, the 
recent decision by the Arbitration 
Commission to grant a 4.1% increase 
in the recent national wages case will 
place further pressure on the June 
quarter CPI figures. 

The federal government has agreed 
to personal tax cuts in the budget, to be 
announced in August, which could cost 
the government up to A$1 billion in re- 
venue forgone. So far, no indication is 
available as to whether the authorities 
intend raising extra revenue through 
other means. 

The expected fall in the 1984-85 
budget deficit is expected to be 
achieved largely by tight clamps on 
new government spend- 
ing. But even so, there is 


little room to move 
while the level of un« 
employment remains 


stubbornly high. Social- 
security and welfare 
payments were budget- 
ed to account for 29.7% 
of total government out- 
lays in 1983-84, a rise of 
19% over the previous 
year. While it is not ex- 
pected that there will be 
a major increase in the 
social-welfare alloca- 
tion in the 1984-85 
budget, high unemploy- 
ment levels — expected 
to be bolstered later this 
year as a new crop of 
school-leavers hits the 
job market — will give the government 
little room to manoeuvre. 

So far this fiscal year, the govern- 
ment has raised A$8.6 billion through 
the sale of government bonds. Of the 
total, around A$3 billion has been 
needed to cover maturities. There are 
now growing signs of indigestion in the 
local market, however, with some 
groups unwilling to continue buying 
large amounts of government stock. 

While over the past few years the 
high level of capital inflows has eased 
the government's growing appetite for 
funds, now, with pressure on US in- 
terest rates, there is the fear that some 
of the funds that flowed into the coun- 
try in recent years may be shifted out. 
These fears were partly behind the re- 
cent pressure on the Australian dollar. 

If rising US interest rates do encour- 
age funds to flow out of Australia, this 
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g the government. 


ut the medium-term outlook for 
estic interest rates and the impli- 
tions for economic growth, a recent 
ady by the Reserve Bank of Australia 
zhlighted the growing level of over- 
s borrowings of the public and pri- 
rate sectors. Total overseas borrow- 
ings are estimated to rise to A$40 bil- 














ic increase from only A$3. 5 billion in 
1970. Of the total, approximately A$8 









pr Nations' puede 
c > are Scheduled to meet in New 
tx in June to debate an agreed 











ition was drafted by a score of 
pp r-echelon technical experts — in- 
uding participants from India, 
China, Bangladesh and the Philippines 
- who convened in their personal 
apacities at a five-day conference at 
> UN headquarters in New York. 
However, it is unlikely that the 
nanimity that produced the experts’ 











ictions and capitalisation of a bank 








sady is badly fragmented. over the 
sue. 

"The cracks divide the least-develop- 
countries on the one hand from the 
more advanced developing countries 
and on the other from the wealthy oil- 
producing nations. It is significant that 
Saudi Arabia and other oil-rich states, 
which South Bank advocates once 
regarded as front-line prospective 
donors, were unrepresented at the 





























! ile ‘creation of an "operation 
otstraps" bank has long been on the 











ooperative measures, the com- 
munique that emerged from the ex- 
perts' meeting has brought the group's 


participants agreed that the bank 
would be based on “concrete and prac- 
tical arrangements that would enable 
self-sustained and commercially via- 


, adding to the problems confront- 


Against the background of concern | 


ion by the end of 1983-84 — a drama- | 


nt for a kind of poor man's 
d Bank. The plan for the proposed - 


sensus on the purpose, structure, 
eveloping countries, or South - 
.will prevail at the inter-gov- 
al meeting of the so-called | 


oup of 77. The group, actually com- | . 
sing 126 Third World countries, al- | pai 


losed-door experts' meeting on 23-27 | * 
roup of 77's agenda of South-South 


aspirations into sharper focus. The 


debt as. a propc 





June this year, compared wi 





creased exposure has been a sharp rise 


overseas. debt. (which also reflects a 






xs asl 80 million i in 1970. 


rogress is made towards a — multilateral institution 
Or developing countries, but numerous C divisions remain - 


a lending institution, making available 
resources on terms that woul 
vide a margin of profit." Lending on 
concessional terms would be. rigidly 
restr ‘ted, available only in xcep- 
„tio ircumstances and then almos 
exclusively to the least developed. 












fined in consideration of the group's 
basic philosophy of Third. World col- 
lective self-reliance through economic 
cooperation. Prierity would go to ex- 


rangements among developing coun- 
tries, commodity-stabilisation finance 


| and -working-capital finance (pro- 
gramme finance). The bank also would. 
Th d. World |: 

















prompte | and finance 





the bank's. borrowing : VQ 
called cnly if required to mee 


obligations. The paid-up. capital (20% 
of the total subscribed capital was 
proposed) would consist. of two parts 
— one paid in the member countries' 

national currencies and the other in 
convertible foreign currency. - 


capit 
| sum sufficient: to undétpi ) 
. base on the order of at least | 
lion, participants said. ' 
would augment. its capit s 
through borrowing both on the inter- 


private-sector institutions. in RUE 
ing countries. 










ble operations." Primarily, it would — tie. 


: ‘mendations. 





GDP is expected to reach 21% by 30 
, ; only 8% E 
in 1975-76. Partly offsetting this in- | 





in the Reserve Bank's holdings of gold- 

and foreign exchange, which stand at 
A$13.35 billion compared with A$1.4 | 
billion. in 1970. The sharp increase in 


shift in favour of debt —— Prior) | 


), | ing of the UN General Assembly ses- 
is- | sion, Third World cabinet. ministers 


uld "pro- 


The sectors of operation were de- 


port finance, support of payments ar- | 
| problems as export and commodity- 
stabilisation finance, there was no sug- 


enterprise, 
| trialised contributor nations are not 








national market and from public and | 
| marketplace. 










The first meeting (the exact. date is 


“still undecided) will be a June session 
of high-level government experts. An 


inter-governmental follow-up and 
coordination committee meeting will 


be held on 3-8 September in Car- 
tagena, Colombia. Finally, the South 
| Bank will be on the agenda when, in 


connection with the September open- 


convene in New York to commemorate 


| the 20th anniversary of the Group of 


77. 

At all three meetings, there are cer- 
tain to be sharp questions that, up to 
now, have gone unanswered — in some 
cases, indeed, unasked. Foremost 
among them, UN Secretariat observers 
at the experts’ meeting told the 
REVIEW, is: is this bank necessary? 
Even some who are sympathetic to the 
proposal in principle say bank advo- 
cates have never made a clear case for 
need. . 

Thus, while arguing that "there is 


| need for a larger flow of finance" to 
developing countries, the conferees 
failed to explain how a new bank 


would, in the final communique's lan- 


 guage, “fill this need by channelling 


additional resources to these coun- 
tries." And while complaining that 
“existing institutions have not found it 
possible" to deal with such specific 


gestion that the charters of existing 
banks might be amended to accommo- 
date such shortcomings. ` 

Even if the compelling need for a 





“South Bank can be demonstrated, 
there is no indication of who will fi- 


nance the undertaking. Since it is con- 
ceived as a Third World, go-it-alone 
the traditional - indus- 


involved. The original hope that the 
Gulf states would underwrite the pro- 
ject has faded. 

One approach proposed by the ex- 
perts would have such relatively pros- 
perous Group of 77 countries as Singa- 
pore and Nigeria build up a subscrip- 
tion pool which, while short of the 


1 : /US$1.5. billion goal, would be large 
| enough to persuade the Gulf states that 
.| the bank was a serious enterprise. 


Bangladesh Ambassador Farooq 


Sobhan, last year’s group chàirman, 
agreed that the South Bank could at- 
| tract the necessary capital if it makes 


itself credible in the international 
“It is most important 
that we demonstrate that this will bea 
commercially viable bank aimed at 


.| making money like any other bank," 
; | Sobhan, who sat in on the ere 
. meeting, ioa the BEVEN. À | 




















— Réflecting 4 the Betiefits " 


its merger with the Com- 
mercial Bank of Australia, 
Westpac Banking Corp. 
boosted net .earnings to 
A$143.5 million (US$129.8 
million) in the six months 
ended 31 Mar., a consider- 
able improvement over 


in the earlier correspond- 
ing period. The higher pro- 
fit was struck on revenue 
which inched ahead to 
A$2.34 billion, compared 
with A$2.33 billion previ- 
ously. The improvement 
followed a decrease in total 


funding costs, withinterest | | 
| Ltd to emerge as the only 
| Singapore finance com- 
| pany to post a decline in 


charges slipping to A$1.25 
billion from A$1. 32 billion 
previously. 

The bulk of the profit 
growth came from trading- 
bank operations, 


ously A$47 million). Sav- 
"ings-bank 
earned A$18.9 


company 
buted a steady A$39.9 mil- 
lion. At the pre-tax level, 
earnings for the half stood 
at A$269.5 million (up from 
A$188.3 million), while the 
tax provision was boosted 


to A$111.6 million (previ- | 
ously AS$74.8 million), The | 


|. depreciation provision was 
increased to A$35 million 
(previously A$20 million). 





E cents a share (12 cents 
previously). 


| — — S wem. 


Net PURUS of Basic Petro- 
leum and Minerals Inc. of 





the Philippines plunged to - 
P7.8 million (US$557,000) - 
in 1983 from P64.6 million: 


in 1982. But Oriental 
Petroleum and Minerals 


Corp.s profit more than 


doubled to P63.2 million. 
Both derived the bulk of 
gross revenue from their 
share in erude production 
. of the Nido and Matinloc 
“oilfields off - 
~ Palawan. 

l For Basic, the.1982 re- 
| sults were boosted by 
a gain of P74.7 million 
. derived from the sale of its 
| stakes | án .Basic-Landoil 








| T interest earn 


which | 
boosted their contribution | 
to A$75.6 million (previ- 


operations 
milion 
while the bank's finance- 
affiliates contri- | 


— BRIAN ROBINS 


.(US$470.5. million) 
| profits risit 
| Won 11.5 billion. Exports” 
made up 24.7595 of sales. 
Lucky invested heavily in 
enlarging existing as well 24 
as building new facilities — 
-a total of Won 90 billion — 
| in addition to Won 10 bil- 
lion spent on research and 


horthwest | 


Corp. As for Orien- — 


fund placeme 


gross revenue of P176.6 
million. This contribution 


more than outweighed the 
| impact of a contraction of 


output in Nido and a de- 
cline in the erude-oil sell- 


| ing price from US$32. to 
| US$25 a barrel in the case 
| of both Nido and Matinloc. 

earnings of A$101.4 million | | 


—LEO GONZAGA 


| Intemational 
— dips — 


| — to S$3.3 million 
| (US$1.57 million) led the 
| non-bank affiliated Inter- 


o drop in pre-tax 


national Trust and Finance 


profits for 1983. The poor 


showing wastheresultofa | 


$$1.9 million loan-loss 


| provision, without which 


the company would have 


shown à 16% gain in net 
“profits. Deposits grew only 
] 4% 


(to $$128 million), 
while the hire-purchase 
portfolio remained virtu- 
ally unchanged at S$147 
million. Final dividends of 
10% gross were recom- 


mended, the same as be- 
fore. 


— LINCOLN KAYE 





pores Ltd, ‘South Korea's 
| largest che 
The interim dividend was | 
| | most of the upbeat business 


micals com- 
jle to. make the 








pàny, was a 


environment in South 
Korea in 1983 with sales 


| volume growing by 32.7% 
billion. 
and 
y 39.796 to 


to Won 3761 





development. The tempo of 
investment seems unlikely 





| to falter with plans to in- 
Ton by a total of CORE bil- 





€ ontri- ; 
buted P37.1 million- to 













. PFC introduces the new 


achieve capital appreciation from investmen 


|| growth could rise to 6% in 1984. 


supplier. In agriculture, it is a significant 


the domestic industry benefits from the 


||. There are three distinct sectors in the 


. complements the range of funds offered - 
by Hambro-Pacific Fund Management 


While we believe investment in this Fund 
could be very rewarding, the price of s 


| For further information, post the coupon. 


Personal Financial Consultants, s, Ltd. 


"Please send further information on the 
. Name . 


Address ... 










Hambro-Pacific Australian Ft 


Hambro-Pacific Fund Management Ltd. 
announces the launch of the Hambro- — 
Pacific Australian Fund which aims to | 
















in the Australian Stock Market. 






The Australian market offers a superb 
opportunity to invest in a resource rich . 
country which is also politically stable, 
Economic recovery is accelerating and real 
























Australia is one of the world’s five major 
mineral producers and Japan's main : 















world producer of wool, wheat, meat and 
sugar. In addition, a large proportion of | 










resource sector. 










Australian Stock Market — industry, 

metals and energy, and stock selection - 
remains critical. Share price performance 
between these sectors can vary signific 
and the Managers intend to take full 
advantage of this by changing the invest 
ment emphasis from one sector to anothe 
The Managers also intend to seek out, 
small companies with good management 
which will achieve above average rates of 
return, | 












































The Hambro-Pacific Australian Fund 








Limited which include the Hambro- _ 
Pacific S.E. Asian Fund and the Ham ro 
Pacific Japan Fund. 



























in the Fund may go down as well as up: 
Offer Price: US35.00 for the launch — 
21st May to Ist June inclusive. 
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1301 World Trade Centre, 
Causeway Bay, Hong Kong 
Tel: 5-7908448 
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| The bears have a feast 


— LP e 


BEARS gained control of all Asian markets except for Taipei in the period to 14 May. 
Tokyo recorded the steepest slide, affected by a weakening of the yen against the US 
dollar. The Nikkei-Dow Jones Average experienced its second biggest fall in recent 
memory. Hongkong also weakened sharply. 


TOKYO: The Nikkei-Dow Jones Average 
crashed on 14 May, following a week of weaken- 
ing prices, virtually across the board. Volume 
was low to moderate. Selling was accelerated by 
the drop in share prices overseas and by the 
weakening of the yen against the US dollar. The 
yen closed at ¥231.50:US$1 on 14 May, having 
broken through the ¥230 resistance level. Elec- 
tricals were sold on news that semiconductor- 
chip makers may experience overcapacity in the 
next several years. Some pharmaceuticals es- 
caped bearish sentiment. The Nikkei-Dow Jones 
Average closed at 10,563.34, down about 600 
points on the period. 


HONGKONG: Bears continued to dominate the 


market in the wake of negative news. The Hang 
Seng Index plummeted to nearly 900 by the close 


' of the period, down some 45 points on the previ- 


ous finish. Average daily turnover was a moder- 
ate HK$163.12 million (US$20.91 million). A 
local prime-rate increase of one point to 12.5% in 
response to United States interest-rate rises 
added to a general feeling of gloom. Punters con- 
tinued to be affected by statements from Peking 
on how the territory might be governed after 
1997. 


SINGAPORE: The market's downhill momen- 


tum accelerated, with losers outnumbering gain- 
ers three to one to drag Fraser's Industrial Index 
down 126.47 points, closing the period at 
5,347.37. Kuala Lumpur politics took most of the 
blame: continuing Malaysian Chinese Associa- 
tion bickering, the Mak Foon Than trial tes- 
timony in Hongkong and approaching United 
Malays National Organisation election uncer- 
tainties all took their toll. But rising palm-oil 


_ prices prompted some revaluation in the plant- 


ations sector, with block traders bucking the 
overall market trend to bid up such sectoral lead- 
ers as Kuala Lumpur Kepong, Highlands and 
Lowlands and Consolidated Plantations. 


KUALA LUMPUR: Uncertainty continued to 


dampen sentiment as prices drifted lower for 
most of the period. Some scattered interest in 
several industrial issues relieved an otherwise 
dull market and some speculative plantations 
and tin counters posted substantial gains. Vol- 
ume and value traded dropped away by the close 
of the period in quiet conditions as investors re- 
mained unsettled by political implications of the 
Bumiputra Malaysia Finance/Carrian affair and 
by the impasse within the Malaysian Chinese As- 
sociation. Total turnover for the period held at 
28.3 million units worth M$119.2 million 
(US$51.83 million). 


TAIPEI: a surge of buying by institutional in- 
vestors, led by Cathay Life Insurance, sparked a 
major rally on the final day of trading in the 
period, lifting the weighted index to a record 
high of 963.49, up 35.89 points from the previous 
period, Analysts also attributed the sharp rise to 
the mid-period announcement that banks were 


lowering their interest rates across the board by 
0.25 of a point. Some analysts predicted that the 
index would reach the 1,000 level before the 
presidential inauguration on 20 May. Average 
daily turnover was NT$1.71 billion (US$42.75 
million). 


AUSTRALIA: An absence of buying resulted in 
the Australian All-Ordinaries Index falling 11.8 
points to 739.1 by the close on 14 May. Resources 
stocks were hard hit, with mining issues losing 
the most ground. The All-Resources Index shed 
19.7 points, closing the period at 535.4, Local 
trading was influenced by the bearish trend in 
London and New York. There were few signs of 
joy, with most traders pessimistic about the 
short-term outlook for the Australian economy. 


NEW ZEALAND: The return of buying interest 


on the back of government moves to curb fi- 
nance-company activity proved short-lived and 
by the end of the period the market was in retreat 
with buyers fast disappearing. Good results from 
leading companies were ignored by investors 
and, despite hopes in some quarters that they 
would boost confidence, they had long since been 
discounted. The pattern shown by the market 
since its all-time peak late in January has been 
movements lasting five or six weeks before re- 
versals. 


BANGKOK: The two-week rally came to an end 
as some big-lot sales drew in the bears. Although 
the domestic money situation continued to im- 
prove, with inter-bank rates easing, higher Unit- 
ed States interest rates created some uncer- 
tainty. The holiday-shortened period was quiet 
with investors waiting on the sidelines. Average 
daily turnover was Baht 20.87 million 
(US$910,000). The Book Club Index eased 0.65 of 
a point to close the period at 117.32. 


MANILA: The two exchanges traded only 157.6 
million shares, of which 45.3 million were of 
Philex — the first time that volume was ac- 
counted for mostly by a non-speculative issue. 
Value-wise, the copper miner contributed P8.3 
million (US$593,000) or almost half of the total 
market turnover of P19.1 million. But the bulk of 
the business in Philex was ceremonial, timed for 
its recent annual stockholders' meeting. The 
mining index was off 1.6 points at 1,059.99. The 


commercial-industrial index slipped 2.08 points 


to 131.37. 


SEOUL: Heavy selling by both institutional and 
individual investors brought the composite 
index down 5.37 points to 129.36, with the daily 
trading average dropping by 7.48 million shares 
to 10.13 million. The sharp falls in most sectors 
were attributed to the government's recent an- 
nouncement that the money supply will be 
further tightened, forcing securities firms to sell 
stocks to pay off old debts, and the substantial 
prope taxes many companies must pay this 
month. 
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AUSTRALIA 


Aust. All-Ordinaries Index 
8 May 750 
9 May 750 
10 May 747 
11 May 747 
14 May 738 
Change on week -2.12 
14May “change | 
A$ onweek yh 
Amati 330 aB 6 
Arnpol E xplorabon 4.23 28 2 
Ampoi Petroleum 1.81 “V7 4 
ANZ Bank 5 86 +23 4 
Australian Cons Ind 183 2! a 
Australian Guarantee 273 07 E 
APM 193 59 8 
Boral 3.63 +14 4 
Bougainville 239 36 2 
Brambles Ind 2.98 — g 
BHP 10.88 40 4 
Burns Philp 350 20 4 
CIG 283 72 4 
Carlton United Brewery 423 +07 1 
Coles GJ 377 1.8 4 
Comaico "290 .; -4.6 1 
CSR 349 5.4 d 
Dunlop Austral 171 — ! 
EZ industries 523 33 ( 
Eider Smith GM 405 +02 t 
Hardie J 319 AB t 
Herald & Weekhy Times 3.23 --5.8 ! 
ICI Australia 1.99 70 
Lend Lease Corp 4.93 +02 
MIM Holdings 3.16 79 
Myer Emporium 1.91 05 ' 
North Broken Hill 257 27 i 
Peko Waltsend 4.82 24 i 
Pioneer Concrete 151 50 i 
Santos 587 12 1 
Smith H 3.86 — 
Thomas Nationwide Trans ! 88 05 i 
Western Mining 356 -63 i 
Westpac 397 22 i 
Woodside 1.19 -70 
Woolworths 235 -0A i 
Hang Seng Index 
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i Isand Cement 840 $7 12 
langLungDevelopmet S 2.35 -41 6.0 
lang Seng Bank 34 25 a5 42 
\AECO 620 114 10.3 
Mnderson 121 40 74 
K Electric 510 -47 Bo 
K & Ch Gas 545 -44 33 
KAK Whart 3425 -4.9 54 
K Land 2975 33 03 
KAS Bank 615 54 73 
K&S Hotels 19 30 »-30 52 
K Rodiy “A” 3975 -9.7 151 
LK. Telephone 41.00 87 35 
LK & Yau Ferry 2.15 -122 70 
Opes 1.80 -43 22 
sin Chong 0 80 1330 106 
uichunon Whampoa 14.10 -70 328 
t1 City Holdings 0.485 -10.2 62 
ardine Matheson 8.80 83 45 
wdine Sec Ex Ow 6.00 149 117 
u Chong Hing 1.70 66 6.2 
an Fung Toxtiles 13.00 — 223 
mw Word Ex Div 290 -121 798 
rient O seas H 2375 c a7 
‘sean T Bank 290 B7 63 
mt Y. Constr 265 -19 75 
totus 130 — — 
4n H.K Props 6.00 -24 100 
wre Props Ex Ow 655 44 73 
wre Pac "A" 14.00 9.1 74 
bi Cheung 0.83 10.8 24 
atiga 0.265 a6 — 
ah Kwong Ship 295 63 ms 
meviock A^ 3.175 45 110 
heel Mari. "A" 1.92 = F 
ang On Holdings 235 » 34 
ansor 555 +18 77 
iori inti 185 46 65 


TOKYO 
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Sanko Steamship 156 
Sankyo Pharm 665 
Sanwa Bank 1020 
Setusus Pretab Homes 576 
Sharp 1090 
Stuseido 1140 
Sony 3450 
Sumitomo Bark 1210 
Tanai Const 216 
Takeda Chem 683 
Toko Marine and Fire 602 
Tokyo Elec. Power 1260 
Toray 455 
Toto 615 
Toyo Kogyo 495 
Toyota Motor 1330 
Yamaha Motor 515 


-36 
0.8 
*0.5 
-JA 
-81 
“60 
5.8 
-5.2 
-3.7 
-5.9 
-06 


NEW ZEALAND 


NZUC Index 


8 May 1,392 25 
9 May 1,398.82 
10 May 1,391 24 
11 May 1,375.21 
14 May 1,353 77 
Change on week -2.2096 
14May “change 5 
NZS onweek yield 
Alex Harvey 3.75 +103 29 
Brierley 405 47 25 
Carter Holt 382 21! 29 
Dorririon Brewernes 1.80 22 57 
Foltos 212 28 54 
Fletcher Challenge 292 55 58 
Laon Brewers 220 22 54 
NZ Forest Products 340 “50 35 
NZ OV and Gas 044 :23 
NZ South Bribsh ' 80 58 42 
NZ Steel 2.75 35 66 
UEB industnes 175 17 71 
Waftaki NZA 165 57 54 
Watte 475 et 25 























PHILIPPINES 


Manila Mining Index 


8 May 
9 May 
10 May 
11 May 
14 May 
Change on week 
1! May 
Peso 
Acoye Ming = 
Atias-8 39.00 
Baguio Goig-B — 
Fá-Am * 
First Holdings 170 
Lepanto-B 0.0725 
Marcopper - 
Philex-B 0.205 
PLOT 45 00 
Phil Overseas - 
Proneer-B = 
Podco-B 00013 
San Miguer-B 17.50 
W Minolco-B — 


8 May 5,446.89 
9 May 5,453.19 
10 May 5,412.84 
11 May 5,374.96 
14 May 5,347.37 
Change on week -2.3196 











SINGAPORE & MALAYSIA 











Korea Ol Holding 971.00 AA — "Sa 
Korean Airlines 455 00 23 34 
Lucky Lid 713.00 68 58 
Samsung Electronic 874.00 267 57 
Samwhan Corp 790.00 ^13 77 
Sunkypung $77 00 +57 fu 
Koma Intemational Trust USS 10. 41064 72 a7 
Korea Trust USS 1559 $3 54 


Asia Cement 34 20 "30 38 
Cathay Consi 3150 16 7.9 
China Andar 1205 21! m 
Chung Hwa Pulp 25 30 90 23 
Chung Stung Texhie 24 30 +85 - 
Far East Textile 30.10 «115 13 
Formosa Plastic 35 80 (47 28 
Nan Y a Plastic 37 40 ^56 27 
Tarwan Cement 34. 20 40 44 
Tatung 22 80 ‘18 * 
USI Far East 34 B0 33 ?2 
Yue Loong Motor 17.10 *30 — 


Bangkok Book Club Index 


Japan: Nomra international (HK) Hongkong. Hongkong Stock 
Exchange Hang Seng Bank Australia and Singapore: Routers. 
Philippines: Anseimo Tomwdad & Co. Thailand: Book Club 
Finance and Securus Co: New Zealand: Renout Partners. 
South Korea acd Talwar: Vickers da Costa A Co. (HX) Liu 


97 


a 2.) 
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Report of China 
ag 1982/83 | 






A road map through 
the labyrinth of 

China's legal system. 
Now only US$85.00 
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39-page China Official Annual Report is without The continued redirection of China's priorities towards 


bt the single most complete reference work ever foreign trade and its broadening contacts with other 
ed about China. Its contents range from the land | M countries and regions has necessitated many revisions 
people to business, economics, finance, culture, |. and adaptations in its laws. The Law Annual Report . 
ation, politics, science and technology and countless now puts these changes into perspective in a a single hondy 7 : 
| subjects. up-to-date volume. i 
dsit? What is it? 





esult of thousands of man hours the COAR 1982/ The Law Annual Report is the most — -dat 2 
vas written and edited by the New China News complete work of its kind. With its easy, readable format. E 
ipany, a group of dedicated professionals who know and clear indexing this 536-page volume literally places ; 
ina intimately. The result is a book of unmatched China's legal system at your i2 d | Es 

eadth a oo Who needs it? — | 

eec If you are a lawyer, a ‘business executive, —— 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 

must for you. A small investment in this book today 

could. save you money, time and wasted energy in the 
Mice; studenb. — and modd anyone with future. | 

eed to know or a keen interest in China of today. Professors or students of China will find the Law Annual 
ner al use of charts, — tables and colour Pa Report an endless source of information essential to the 

| true understanding of the legal system of this enigmatic 
giant. um 

How to get it 

Simply complete the coupon below today and send 
gendi with — paymenti in the amount of USSB». 00 





















GPA 0. Box 160. Hong Kong. vp 


WoO le. id... copy (s) of Buv both anc S | 
"RS Thel Law Annual Report of a eran SUNG you 


China 1982/3 for which 1 és [] Please send ........ set(s) of both 
enclose US$85.00 per copy. B The China Official Annual | 
For surface mail delivery Report and Law Annual Report 
add US$7.00, for airmail | of China 1982/83 for which | | 
delivery add US$1 7. Ro enclose US$ 130.00 per set. 
2 ol For surface mail delivery | 
add US$14.00, for airmail ^ 
delivery add US$35.00. i | 
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he British have retreated grace- 
fully from another corner of the 
Empire. Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad has 
just announced that Carcosa, the im- 
posing residence of the British high 
commissioner in Kuala Lumpur, is to 
be handed back to Malaysian owner- 
ship. 

The decision solves a rankling 
problem stemming from the fact that 
the house and the hill on which it 
stands were presented to the British 
as a pre-independence gift by 
Malaysia's first prime minister, 
Tunku Abdul Rahman, creating a 
unique patch of foreign territory in 
the nation's capital. And it may also 
contribute to the recent improvement 
in relations between the two nations 
after a period of considerable turbu- 
lence. 

The subject of Carcosa was brought 
up at the 1982 general assembly of the 
ruling United Malays National Or- 
ganisation (Umno) and was revived 
this year at a national youth- 
policy symposium at the sea- 
side resort of Port Dickson. 
The people and the countrv 
felt humiliated, said the presi- 
dent of Umno's youth wing, 
Minister of Culture, Youth 
and Sports Anwar Ibrahim, 
when pressing for the return 
of Carcosa. 

It was not right for the 
Malaysian Government to 
give the hill to the British as a 
token of appreciation for 
granting the country's inde- 
pendence because Malaysia's 
independence rightfully be- 
longed to the people, Anwar is 
reported to have said. Since 
then, the issue has aroused a lot of 
emotion both for and against Car- 
cosa's return. A number of groups, 
some comprising Umno members, 
such as the Back Benchers Club in 
parliament, the Peninsular Malay 
Students Confederation and the 
West Malaysian Malay Teachers As- 
sociation, came out in loud support of 
the Umno Youth call. 

They said the foreign ownership of 
Carcosa, built in 1897 for the then 
princely sum of M$25,000 (about 
US$10,900 at today's rate) for the 
first British resident-general, Sir 
Frank Swettenham, was an unac- 
ceptable reminder of British col- 
onialism. Echoing the Umno Youth 
call, Malaysian Youth Council presi- 
dent Tajol Rosli Ghazali said that 
leaving Carcosa in British hands 
would mean that there were “areas in 
the country which are still being col- 
onised." Anwar welcomed the prime 
minister's announcement as a victory 
for Umno Youth. 
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The British high commissioner will 
move to a new home on an alternative 
piece of land offered by the govern- 
ment, believed to be in the plush dip- 
lomatic enclave along Jalan Ampang, 
and Carcosa will become a guest 
house for state visitors, a fitting fate 
for the elegant residence on prime 
land just a “betel leaf's chew" away, 
as the Malay saying goes, from the 
prime minister's own home. 

In view of this apparently smooth 
settlement, the row over Carcosa may 
seem insignificant. But when viewed 
in the context of a period of strained 
relations between Malaysia and Bri- 
tain from late 1981 to early 1983, Car- 
cosa assumes at least symbolic im- 
portance. 

Anglo-Malaysian relations first 
turned cool when Britain imposed 
substantial university fee rises on 


foreign students for the 1980 
academic year, hurting 17,000 
Malaysians studying there — the 


largest number from any single coun- 
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Carcosa: returned to sender. 





try. The Malaysian Government 
sought concessions for its students 
but failed. Cool turned to cold when 
in September 1981 Malaysia's main 
bumiputra investment arm, Per- 
modalan Nasional, staged a success- 
ful takeover of Guthrie Corp. on the 
London stock exchange. 


Ithough retaliation as a motive 
was strenuously disclaimed by the 
British, the fact remains that the 
"dawn raid" which effected the take- 
over was immediately followed by 
amendments to the takeover code to 
make sirhilar lightning acquisitions 
difficult in future. By the following 
month, British businessmen felt the 
chill when Mahathir announced that 
Malaysia would stop giving prefer- 
ence to British trade. Popularly dub- 
bed the “Buy British Last” policy, 
this — plus Malaysia's *Look East" 
policy — added up to a slap in the face 
for Britain. 
The two countries took their first 
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hesitant steps towards reconciliation 
only in March 1983 when Mahathir 
was guest of honour at an informal 
dinner hosted by British Prime 
Minister Margaret Thatcher. Rela- 
tions have improved since then, to the 
point at which Thatcher is likely to 
visit Malaysia (REVIEW, 17 May), but 
not sufficiently that the request for 
Carcosa could go unremarked. But 
the agreement to hand it back will 
likely deflect any direct criticism of 
the British which arose from the 
issue. 

Ironically, the man who felt the cri- 
tics’ barbs the most was the tunku 
himself. By his own admission, he felt 
himself to be the “villain of the 
piece.” In his weekly column in the 
daily newspaper, the Star, the tunku 
wrote what amounted to a sad justifi- 
cation of his gift “as a 
show of gratitude to the 
British Government for 
helping us in our fight 
against the communist ter- 
rorists” which he felt had 
paved the way for eventual 
independence. 

Meanwhile, in pressing for 
the return of Carcosa, Umno 
Youth and its sympathisers 
themselves drew criticism. 
Individual Malaysians were 
aghast at the “buruk siku” 
— literally ugly elbow but in 
essence meaning Indian- 
giver — attitude of the pres- 
sure groups. Pointing to the 
legendary warmth and hos- 
pitality of Malaysians, some felt 
“ashamed” at the “ill-mannered” re- 
quest, mortified that Malaysians 
should ever ask for the return of a gift 
once freely given. 

A few cynics even wondered at the 
timing of the demands — à wave of 
strident nationalist sentiments swell- 
ing in the months before the Umno 
party elections. But if the coincidence 
of timing suggested a political play- 
ing to the galleries, the reality re- 
mains that such nationalist senti- 
ments find fertile soil among young 
Malaysians today. 

Some of the young protesters had 
personally suffered from the British 
fee rises. But, more vitally, today's 
Malaysian youths, having grown up 
after the quest for independence, 
nevertheless need to express that 
love of country which had made 
such heroes of their fathers in poetry 
and film. Carcosa provided a ready 
outlet for such expression. 

— SUHAINI AZNAM 
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Product support is critical when determining 
lifetime capital equipment cost. 

That's why Caterpillar and your Cat Dealer 
invest heavily in product support. You benefit by 
getting long life and low operating cost from Cat 
products. That's value you can measure. 

No manufacturer in the industry equals the 
parts and service support you get from Caterpillar 
and its Dealers. Throughout Asia, Caterpillar 
Dealer product support is the standard for 
comparison. Factory qualified specialists offer 
a wide range of service and maintenance options 
suiting your individual needs ... ranging from 
training your staff to maintain Cat products at 
peak efficiency to lowering your machine overhaul 
costs by maximum reuse of parts meeting stringent 
Cat quality standards. And, solid Cat product 
design allows your Cat Dealer to rebuild many 
parts at a fraction of new, replacement part 
costs ... again saving you unnecessary expense. 
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Caterpillar, Cat and [B are Trademarks ot Caterpillar Tractor Co 


esting of machine functions 


All Cat Dealers maintain their own large parts 
inventory. They're also directly linked to the 
region's largest heavy equipment and engine parts 
warehouse ... the Caterpillar Singapore Parts 
Distribution Department ... as added assurance 
that the part you need is available when and 
where you need it. 

When you evaluate machine and engine 
purchases, remember, Caterpillar and your 
Caterpillar Dealer hold the key to lower costs 
through a product 7 
support program 
which sets the 
industry standard ... 


The 
Standard 
of Value 





Unmatched regional parts support. 


No one asks you to go this far and yet.. 





... in business you must perform 








Brussels Lambert 


banking and financial services for 


Mss a profit is the ultimate objective 
of any dynamic businessman. But it is 
not the only one! Personal achievement is 
also a driving force: improving efficiency, 
negotiating a contract, overtaking competi- 
tors, developing new markets, earning the 


confidence of customers. 


Since you seek personal achievement in 
business, Bank Brussels Lambert can help 
you by smoothing the way and removing 


many of the obstacles. 


high achievers 


Our international network radiates out of 
Brussels, headquarters of the European 
Common Market, and covers the world's key 
business and financial centers. Consequently, 
we have both the size and locations to handle 
the full range of vour commercial needs. Yet 
we are still small enough to be quick, flex- 
ible, responsive and personal. Because we 
know that banking is as much a matter of 
people as it is of money, let us put our 
experience and expertise at your disposal. 


BBL Banking in New York 


Our office in New York has been upgraded to 
the status of a full branch to provide vou with 
first- class banking services. 

For further information, please contact : 

Pierre Heilporn - General Manager 

Bank Brussels Lambert 

630 Fifth Avenue ( Rockefeller Centre) 

Suite 2020 - New York, NY 10111 - 0020 

Tel : (212) 489-7000 

Telex : 6801150 





BBL is also present in Spain, Great Britain, Italy, Singapore, Switzerland, France, Australia, Japan, etc... 





russels Lambert 


IMPACT-FCB Belgium BBL. 399 


Stretch your wifi. 
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More than 110 sold in 4 continents. 
CASA and NURTANIO have 
collaborated in development of a 
new regional transport aircraft: the 
CN-235. An aircraft that combines 
maximum comfort with minimum 
consumption in perfect balance. 
An entirely new aeronautical 
concept among aircraft of its class. 
Wider, more comfortable, with 
more for more passengers. 
Up to 44, with room to relax in total 
comfort. An aircraft 1.90 m. high 
down the aisle. To fly in style. 
That's the new CN-235. The 
first regional transport aircraft 
specifically created for the world of 
today. Maximum —— of 
structural and system design, 
optimally combined with the latest 
technology. Powered by the 
compact rugged and well-proved 





For further information, contact: Construcciones Aeronáuticas, S. 


General Electric CT 7-7 turboprop 
ines. 

An aircraft of maximum 
profitability. For its reasonable 
purchase price, its low 
consumption, and its readily 
accessible, easy maintenance. 

Profitability that works out to 
less cost per seat than any aircraft 
" y — ic design, ideal 

S amic n, 
for short or medium routes, 
incorporates a rear cargo-ramp 





CASA-NURTANIO 
We build for the sky. 


A, Ig lire i - Madrid-8. 
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Or contact; PT. Nurtanio; BPP Teknologi Bid., Jl, M.H. Tama Jakarta, Indonesia. 








door via which configuration can 
be quickly changed to mixed or 
containere baggage i$ easly 
con s easily 
effected. 

The CN-235, tops in its class. 
First class for profit, comfort, 
technology, versatility, 
maintenance and consumption. 

More than one hundred and ten 


ity: 4 LD-3 
containers or 2 88" x 125" pallets 
or 4,600 Kg (10,140 Ib) of bulky 
cargo. 





Spain. odit Telex: 27418. 
; 322 395. Telex: 44331 ATP. JKT. 
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The Howard Plaza Hotel 


eMe A: — 


wi urning twen ty centuries 
of tradition into 


a 20th Century legend. 


niiin a sense of ele- 
gance that lives on in Taipei’s 
new Howard Plaza Hotel. With 
over 600 rooms & suites, ten 
restaurants/bars, four-story 
shopping mall, and health & 
business centers, the Howard 
Plaza stands as a modern monu- 
ment to service and quality. 
By combining such modern 
Western facilities with our 
Chinese hospitality, we are sure to provide you 
with an unforgettable stay in Taiwan. 


Home was never like this! 
DE 4.4 
Howard Plaza Hotel 


160 Jen Ai Rd., Sec. 3, Taipei, Taiwan R.O.C. 
Telephone: (02)700-2323 
Telex: 10702 HOPLATEL TAIPEI 





For reservations and information, please contact any Odner Hotel, 


Distinguished Hotels Of The World, Utell International or ^ 


Supereps International Representative in your area. 


An associate of the Keio Plaza Hotels, Japan 
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and ensure your copy each week. 
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.,. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 
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Please enter my subscription for 
3 months 
6 months 
1 year 


Please include the Yearbook at extra 
US$19.95/HK $150. For airmail delivery 
please add: USS6/HKS45 
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LETTERS TO THE EDITOR 





Peking's censorship 

I am surprised that neither Richard 
Nations nor David Bonavia [REVIEW, 
10 May] appears to see any connection 
between Peking's censorship of some 
of President Ronald Reagan's public 
remarks during his recent China visit 
and the internal campaign against 
spiritual pollution. Reagan was inad- 
vertently speaking for a number of 
Chinese intellectuals and writers, the 
prime targets of this campaign, when 
he said: "Economic growth and human 
progress make their greatest strides 
when people are secure and free to 
think, speak, worship, choose their 
own way and reach for the stars.” 

Such ideas may seem platitudes to 
some Westerners, but to many Chinese, 
who have drawn bitter lessons from 
the Cultural Revolution of 1966-76, 
they havethe freshness of reborn truth 
Had Reagan's words gone through, 
they would have directly undercut top 
party ideologist Hu Qiaomu, whose 
40,000-word speech in January in “re- 
buttal" of major arguments advanced 
by the spiritual "polluters" is now 
being pushed as a sacred text for intel- 
lectuals to study. 

The authorities have had trouble 
enough blocking seepage of ideological 
contamination through the “open 
door"; they would scarcely permit a 
frontal blast from the highest office of 
the United States. The fact is that 
China's door is open mainly to techno- 
logy transfer — not, as many ordinary 
Chinese have vainly hoped, to westerly 
winds of liberalisation. 

Brooklyn, NY MIRIAM LONDON 
















Assurances such 
«€ 
oll 

Geoffrey Howe's 

are, alas, disturb- 
looked is that communism and 
capitalism are entirely different — even 
“combats capitalist, feudalist and 
other decadent ideas” and that all citi- 
sure its implementation.” 

We can envisage the values we now 
creasingly close in on Hongkong after 
1997. The day might come when our 
choice of jobs or even what music to 
listen to will be lost and subjugated to 


as British Foreign 
oc Secretary Sir 

a 

Ae 
d BW ing. What has been 
persistently over- 
hostile — belief systems. China's Con- 
stitution clearly says that the state 
zens of China “have the duty to uphold 
the dignity of the constitution and en- 
enjoy and treasure eroding as China's 
political conventions and ideology in- 
personal freedoms such as the voice of 
opposition, freedom of beliefs, the 
the leaders’ “centralised wisdom.” 
China has altered its constitution five 
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times in only 35 years since 1949. The 
level of consistency and credibility 
even to its 1 billion population has not 
been, to be honest, exactly satisfac- 
tory. 

We believe strongly that personal 
liberty should not be tolerated but in- 
alienable. No agreement of any nature 
has the right to sacrifice or take away 
personal liberty in Hongkong. We now 
suggest three proposals which we be- 
lieve to be in the best interest of Hong- 
kong people: 
>» The forthcoming  Sino-British 
agreement on M Hongkongs future 
should be as clearly and meticulously 
stated in black and white as possible 
And we want no rash act in the process 
of negotiation. 

» Britain has the moral and material 
responsibility to arrange for all Hong- 
kong citizens who elect not to live 
under the new system after 1997 to live 
under acceptable systems. 

» Weinsista referendum is a must as it 
is the most direct and comprehensive 
way to test the acceptability of the 
Sino-British agreement by Hongkong 
citizens. 

We are fighting for tangible 
safeguards of our fundamental rights, 
not some well-intended but wishful 
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the pleasures are many. 
One is the 
pleasure of being 
remembered.” 





ALBUQUERQUE CHICAGO FIJI 








pronouncements. Let justice and hon- 
esly reign. 

‘A FORUM OF UNIVERSITY GRADUATES’ 
Hongkong 


e This is an extract from an open let- 
ter to British MPs signed by 16 Hong- 
kong professional people 


Gentle reminder 


Where and how does President Fer- 
dinand Marcos exploit “deceptive vio- 
lence” for political advantage 
claimed by Guy Sacerdoti [REviEW, 10 
May]? Despite the efficient system of 
crime reporting, the crime rate in the 
Philippines is very low, compared to 
the rates in New York City, 
Washington or Detroit. 

Victims of violence in the Philip- 
pines are often ruling party officials, 
their followers, or rank-and-file work- 
ers. It is difficult to see how this 
phenomenon can be exploited, unless 
Marcos is being accused of using these 
cases as an excuse to crack down on his 
enemies 

Western observers suffer from the 
Aquino-slaying syndrome. Benigno 
Aquino insisted on returning home 
against the best advice from all quar- 
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ters, and his death left us a legacy of 
violence all Filipinos are trying to 
shake off. But we don’t have to suffer 
indefinitely. 

Manila R. VINZONS ASIS 


Outdated dates 


I note with approval that the REVIEW 
has now adopted the English dating 
system, progressing from the smallest 
unit of time through to the largest. 
Equally logical is the Chinese system 
which moves from the largest through 
to the smallest. What is absolutely in- 
excusable is the American month/day, 
year system which is quite illogical, 
confusing, and can indeed cause seri- 
ous misunderstandings. I understand 
there may even be moves within the 
United States itself towards the more 
internationally acceptable day/ 
month/year order. 

This is all to the good and certainly a 
move in the right direction. However, 
your readers may be interested to 
know that within the dinosaur of the 
Hongkong Government the trend is in 
exactly the opposite direction: word- 
processing equipment and computers 
increasingly use the American dating 
system and, according to a friend of 
mine, attempts to change to the English 
system have failed. Let us hope those 
concerned can achieve technical mas- 
tery over the machines by 1997, or 
there may be a touch of the old 
“thought correction.” 

Hongkong ‘PATRIOT’ 


Aid memoire 


Your usually well documented 
magazine contained a rather grave 
error in the article Partners on the 
quiet [5 Apr.] in which Jacqueline Rees 
writes about Netherlands aid to Viet- 
nam: "In addition the Dutch allegedly 
put some US$12 million reconstruc- 
tion aid into Vietnam each year and 
about US$35 million in medical aid." 
This may be claimed by some Austra- 
lian business and official sources, but 
in reality Netherlands aid to Vietnam 
is much less. 

The official Dutch aid to Vietnam in 
1983 amounted to US$2.6 million. of 
which US$2.1 million was in medical 
aid. This amount constitutes the last 
part of the Netherlands reconstruction 
aid. In 1985, all projects within this 
framework will be finalised and no 
new allocations are foreseen. The 
US$35 million mentioned in the article 
corresponds more or less with the total 
amount of official Dutch aid to Viet- 
nam ever since 1975. F. H. BERGMAN 

Director of Information 
The Hague Ministry of Foreign Affairs 


No accolade 

Your FOCUS on Banking [26 Apr.] with 
respect to Nepal contains a couple of 
points that need rectification. First, 
the government of Prime Minister 
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tion. 

Secondly, it is equally misleading to 
aver, as your correspondent has done, 
that previous sky-rocketing inflation 
has been pared to below the two-digit 
mark. Unbiased observers of the econ- 
omy, housewives and other consumers 
alike will unanimously concur that 
since the advent of the Chand govern- 
ment, inflation has gone from a canter 
toa gallop. 

It is also illogical to make the as- 


sertion that the economy is being rf 


mended. The Chand government, after 
grabbing power some eight months 
ago, simply has continued to botch up 
the economy without offering any via- 
ble prescription. 


Kathmandu GIRISH P. PANT 


‘Expert’ views 


I never cease to be amazed by the facil- .. 
ity, even impunity, with which some - 
"experts on Cam- 
bodian contemporary history” are able |. 
to air their blatantly biased views on | 
of the. 
Khmers. The most recent example in | 
| this represents a problem — especially 
[LETTERS, 3 May], of the Centre for- 
Southeast Asian Studies at Monash 


academic so-called 


recent events in the land 


your columns is that of Ben Kiernan 


University in Melbourne. 

This is the same Ben Kiernan who, 
back in 1976, then at the University of 
New South Wales in Sydney, was the 
editor of News from Kampuchea, a 
staunchly pro-Pol Pot regime news 
bulletin, which virulently denounced 
Western press reports, including those 
appearing in the REVIEW, on the suffer- 
ings of the Khmer people at the hands 


of the Khmer RougeTegime of Pol Pot, 
as mere fabrications of the United |- 
States CIA in an attempt to destabilise - 


the regime. 


How much longer do we have to ut l 
up with such academic distortion of |. 


Cambodian actuality? 
Bangkok. JULIO A. JELDRES 


Resolute Stanford 


Greg Irlandson's letter (10 May] on the 
Steven Mosher case and on my state- 
ments [LETTERS, 19 Apr.] suggests that 
people involved in politics have other 
standards of behaviour and of-values 
than scholars. It is not the question 
that forced abortion violates human 
rights, but that Mosher has misused 
supposedly confidential information 
he got as a participant in an academic 
research project for non-scholarly 
purposes, with the. risk o incriminat- 









have augmented foodgrain produc- 


‘I was Pouseled vs your dhorosradh [24 
May] of Agapito Aquino, brother of 
Benigno Aquino, apparently voting in 


of the movement to boycott. the elec- 
tions? 

Hongkong EXILE 
e Aquino was, of course, votitig in an 
unofficial pot in i support of thé Palen 


Singapore's success 

With many of your other readers, no 
| doubt, I am indebted to Chan Chee 
Khoon of the Universiti Sains Malay- 
sia [LETTERS, 17 May] for a succinct 
elucidation of aspects of Singapore's 
policy on a meritocracy. His state- 
ments, of course, do not alter the fact 
that highly educated people in de- 
- veloped states on average have fewer 
“children than the less educated. I be- 





E Ín that the nipay educated can pro- 
intellectual stimuli for their offspring, 


in a state such as Singapore, lacking 
natural resources, which must depend 


~~ and it is my impression of Singapore 
that a great deal has been done in that 
direction over the past two decades — 
then the state must optimise the 
capacities of the existing elite. 
Singapore has already been more 
successful than the great majority of 
other developing states in seeking and 
using talent at all social levels. My in- 











mittedly, this is likely to favour off- 






¿to provide exceptional intellectual 
stimuli. Whether those offspring are 
likely on average to have higher intelli- 
gence (in the sense of an innate ability 
for abstract conceptualisation and 
problem-solving) remains a vexed 
question. The propitious environment 
tends to skew the evidence. 

Wollongong, NSW Dr ALLAN HEALY 


No joke 


I was rather perturbed by an anonym- 
ous reader’s version of the Lord's 
Prayer [TRAVELLER'S TALES, 3 May] 
in depicting the present state of Hong- 
kong. It was written in a most blas- 
phemous manner with total disrespect 
to the true meaning of the prayer. Fm 
sure all pious Christians would feel the 
same. 

Singapo 





RITA CHAN SEE LAI 


the Philippine general election. Surely | 
“Butz” Aquino was one of the leaders | 


e that this. trend has been increas- 


vide better conditions and far better. 


on maximising the abilities of its peo- 
ple. If opportunities are to be equalised 


formation is that the so-called elite- 
.Schools will admit all children with. 
-demonstrated intellectual ability. Ad- 


spring of those parents already. able. 
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This is particularly true 
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exchange market. 
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The Indian Army is one of the most powerful in the 
developing world. But India has never had a mili- 
tary coup and seems highly unlikely to have one. 
For the armed forces are steeped in a tradition of 
strict non-involvement in civilian politics. Like 
many Indian military traditions, this was an inheri- 
tance of the Raj, but like many of the Raj's leftov- 
ers, it has its disadvantages — not least the fact 
that while the 'jawans' may be heroes in time of 
war, they tend to be neglected in times of peace. 
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Salamat Ali and Mohan Ram report on the military 


in India, its pride and its problems. And in The 5th 
Column, Lieut-Col Brian Cloughley examines the military situation on 


the Subcontinent. Pages 25-32. 
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“aircraft's — Ade 
as Capt. David. Bonsi, 1 
[his ejector ‘and was | 
ced up by a rescue party. 

e was said to be in good con- 
ion. The incident is certain | 
ouch. off new accusations 
m North Korea, which has 
assantly accused the US of 
gularly flying another kind 
intelligence aircraft, the 
Blackbird, over its ter- 
es . neither 
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rime minister 

u Kuo-hwa, the conservative 
overnor of Taiwan’ s central 
bank, has been named prime 
ninister by President Chiang | 
Ching-kuo. The 70-year-old 
yu, who is also chairman of- 

















P — repre e- 


opium 





the council for economic plan- | 


ily tor at “Teast 50 years. 


d- l IE in China's Zhejiang pro- | s 
| vince, he served as secretary to 
the late Chiang Kai-shek. He 


will take officeon 1 June, 


m China i is to restore ranks, med- 
_alsand decorations to the Peo- | c 
1 ple's Liberation Army, it was | 
| announced at the second ses- 
sion of the sixth National Peo- |. 
| ple's Congress meeting in Pe- 
-king on 22 May. The changes 
. are seen as part of a drive to ucti 
improve the armed forces pro- | si 


fessionalism and modernisa- 
tion. Ranks were abolished by 
Mao TUE in 1965. 


| DAVID BONAVIA: 


Burmese shit 


| opium rebels : 
Burmese troops disttoved five 


heroin refineries and opium 


king Khun Sa's headquarters 
in the southeastern corridor of 


the . Shan state bordering 
Thailand in the latest offen- 
sive against opium warlords 
and insurgents. 

The first phase of the opera- 
tion- was mounted by five.in- 
fantry battalions in Sanklan, a 
150. 











Salween river, 





few miles to the northeast | 
Troops seized 736 kgs . 
and quantities of othe 





im products. Army casual- 


wm l arried communist p — | 9n 


Gri Banka will ask. India for 


extradition of the Tamil 


an American couple. On New 


-— ANDREW TANZER | 


0-sg. mile region in south- | ei 

east Shan state, east of the | understo 

— $- jodi {$4 5060 
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: sionist rebels responsible | persor 
| for the recent kidnapping of 






34 producing and consuming 
| countries which finance natu- 
ral-rubber price stabilisation 
| through the ope 





tion. of a 


ic | ater stock. that has an au- 
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f [Harrisons'] rë- 







;" Eight of the 
| anies” are listed: 
d Rubber Estate, 
Holyrood - * Rubber, Kuala 
Selangor: Rubber. Sogomana 



















| Estates, Malaysia Rubber Co. 
and the Sungai Bahru Rubber 
Estates. 

The remaining two firms in 
;ithe deal — Nalek Rubber Es- 
tates {a subsidiary of London 
Sumatra) and Edensor Rubber 
-= are not.quoted. All 10 com- 
pànies have agreed to recom- 
mend the deal. The price de- 
termined for consideration 
(which: for all. companies is 

ier a share swap or cash) is 
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| ties totalled 12 dead and 49] sig 
d'acide. while 18 inqurgents 


were killed. . MC. TUN: Bai 





tt nities p 
ing — was the 
3 of l — visits 





Delhi's orders, the Madras | fic jal 
police arrested 20 activists of | tér 


| the organisation that claimed 


responsibility for the kidnap- 
ping and interrogated 
leader, 
known to have worked with 
Palestinian groups in Leba- 
non. But after. 





the hostages. 
were: set free, those. under ar- 
rest were released. 


MERVYN d suva | 


R Padmanabhan, | 





-| Group, Dorankande Rubber- 
Estates, Kinta Kellas Rubber 


7- JAMES ES CLAD 


| Singa 


| non-binding but 


à hj lenis on 
ecided to re- 


| thorised limit is 550, 000 ton- 
.|nes. - : 







Schéduled : B Korsi ber, 


c} the renegotia on will focus on 
| broadening 


existing rub- 
ber support-price range and 
will examine arguments from 


Malaysia and:other producers 


that Inro should also set up 
comprehensive export con- 
trols. The current buffer stock 


of | is slightly in excess of 270,000 


tonnes. — JAMES CLAD 
South Korean diia 


nears double di 


“South Korea’s — grew 


at an annual rate of 9.7% in 
the first three months of this 
year, according to figures re- 
cently released by the coun- 
try’s central bank, the Bank of 
Korea. This performan 'e com- 
pared very favourably with 
1983 gross national product 
growth of 7.5%. Rapid growth 
of consumption in the private 
sector, as well.as a jump in im- 
ports — which were 50.6% up 
over the same 1983 quarter — 
has led Seoul's economic 
policymakers to express some 


‘concern that the economy may 


become overheated,  . 
Finance Minister Kim Mahn 
Je's recent announcement that 
Seoul's tight monetary regime 
would be further tightened, 
cutting monetary growth back 
from 14.7% in the first quarter 


-+-t0°11% in the second, reflects 
-— PAUL ENSOR 


this — 





— 
Singapore will ¢ go u 
12% in the coming year, ac- 
cording to unofficial prelimi- 
nary reports from members of 
the quasi-official National 
Wages Council (NWC). The 
generally 
adopted wage guideline was 
the result of 13 bargaining ses- 
sions of the NWC, which in- 
cludes representatives of Sin- 
gaporean and foreign employ- 
ers' associations plus the rul- 
ing-party-affiliated National 
Trades Union Congress. 

The rise reportedly allows 
for increased contributions to 
the state-run pension plan. 
Mandatory contributions by 
employers and employees cur- 


rently total 46% of earned in- 
come. 





— LINCOLN KAYE. . 


















New technology materials make advanced aircraft perform better and cost less. 
Graphite composites like these are already in use on the U.S. Navy and Marine Corps 
F/A-18AÀ Hornet and on the F-20 Tigershark, America’s newest tactical fighter. 
Advanced composites are another innovation in aircraft manufacturing pioneered by 
Northrop Corporation. 


Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 
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Making advanced technology work 
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——— United States 
President Ronald Reagan has 
declared that the US will not 
permit the closure of the Gulf, the 
USS Kitty Hawk battle carrier 
group on station outside the 
Straits of Hormuz is not capable 
of providing around-the-clock 
air cover to world shipping 
endangered by air attacks from 
Iran and Iraq. "There is not enough 
room inside the Gulf for an 
American aircraft carrier to 
manoeuvre safely. Also, the 550 
miles-plus distance from the 
straits to Kuwait at the head of 
the Gulf is beyond the range of. 
the US fighters available without 
mid-air refuelling, which is 
dangerous except in friendly 
airspace. Finally, the Kitty Hawk 
has only two squadrons of 
fighters embarked — enough only 
to cover US and perhaps some 
other ships. 


IMF MIFF 


Philippine technocrats trying to 
set austerity measures to aid the 
ailing economy are expected to 
find more political roadblocks in 
their way. Leaders of President 
Ferdinand Marcos' Kilusang 
Bagong Lipunan party say they 
plan to press for greater political 
accountability when the new 
national assembly opens in July. 

| Blaming technocrats such as. 
Prime Minister Cesar Virata for 
the current problems of debt 


EN THE WEEK 


Sri Lankan President Junius Jayewar-_ 


dene arrived in Peking on an official visit 
(20 May). : 


HONGKONG 
Britain's: House of Commons debated 
the future of Hongkong (16 May). Mak 
Foon Than was sentenced to death for the 
murder of a Malaysian banker (17 May). 
Five people, including former Carrian 
chairman George Tan and senior execu- 
tive Bentlev Ho pleaded not guilty to 
charges of conspiracy to defraud. The 
- House of Lords debated the future of the 
territory (22 May). 


INDIA 

Eight people were killed and 92 injured 
in Hindu-Muslim riots on the outskirts of 
Bombay (18 May). The death toll in the 
violence rose to 74 as police fired on riot- 
ing mobs and killed three people (20 May). 
Two people were shot dead and two others 
injured by gunmen in Punjab. Prime 






reduce he roleof “the > 
economists" in determining : 
financial, fiscal and monetary 
policies. That is likely to please 





e they want i6 


neither the International 
Monetary Fund nor the banks 
involved in rescheduling, who 


have already held back new funds | 


and debt rescheduling for eight - 
months, pending proof that the 


government has the political will. 


to place its financial house in 
order. 


CHURCH POWER 

According to former Philippine 
information minister Francisco 
Tatad, one major reason why he 
did not fare as well as he expected 
in the 14 May national assembly 
elections was that the power ful 
Iglesia ng Kristo, or Church of- 
Christ, made a last-minute swing 
of support away from him to 
President Ferdinand Marcos’ 
ruling Kilusang Bagong 
Lipunan party in his 
constituency. According to 
Tatad, the church's 50,000 voters 
in Quezon City had originally 
been told by their leaders to vote 
for him. But after a personal 
appeal to the church by Marcos 
and his wife Imelda, three days 
before the election, the votes went 


to Deputy Metro-Manila 


Governor Mel Mathay, who led 
Tatad in the polling. Mrs Marcos 


Minister Indira Gandhi toured a Bombay. | 


suburb affected by the riots as troops were 
rushed to the area (21 May). Night curfews 
were extended as the death toll rose to 130 
(22 May). 


JAPAN 

About 3,000 leftwing radicals demon- 
strated outside Narita Airport to oppose a 
plan to build a second runway, police said 
(20 May). 


. PAKISTAN 


United States Vice-President George 
Bush arrived on an official visit (16 May). 


| Indian Foreign Secretary Maharajkumar 


Rasgotra arrived for talks on a peace and 
friendship treaty between the two coun- 
tries (20 May). | 


PHILIPPINES 
Four people were killed and 18 injured 
in protests sparked by alleged vote-rig- 


ging in: Cebu, it was reported (20 May). 


The Commission on Elections opened 


HR | assembly. 


| 
| 


| 
| 


i 


| 


| Dhaka. The centre was closed | 
| down in January during the tim 


i 








: 


spread voting fraud (21 May). 




































































; lv] ed to see] her 
deputy elected to the national 


FIELD TRIP 


Senior officers of the Royal 
Australian Air Force (RAAF) do 
not simply “favour” the building. 
of a sixth RAAF base in the far . 
north of the country, as suggested 
recently in a leaked Australian 
defence position paper, but have- 
actually been doing something 
about such a base. A top RAAF 
officer recently visited the 
proposed site for such a base on 
the Gove Peninsula, though, so 
far, this has not been made 
public. The defence report spoke 
of advantages of a base on the ` 
Cape York peninsula. 


SOVIET COMEBACK 


The Bangladeshi Government is 
understood to have granted 
permission to replace four out o 
| the nine Soviet diplomats it 
expelled late last year on charges 
of “prejudicial activities.” One of 
the four will replace the former 
Soviet consul-general at 
Chittagong. A cultural delegati 
from Dhaka is expected to vi: 
Moscow soon to sign a cultural: 
agreement with the Soviet Union, 
which may precede the reopening 
of the Soviet Cultural Centre in . 


of diplomatic tension. 


hearings on candidates’ charges of wide 


SOUTH KOREA 

Students and police clashed on cam 
puses in Seoul during demonstrations ol 
the day before the fourth anniversary o 
the Kwangju uprising (17 May). Thousands. 
of demonstrating university students 
clashed with police in Seoul and othe 
cities (18 May). About 800 students dem 
onstrated at a university in Kwangju i 
support of 20 students holding a hun; 
strike for democracy jet May). | 


SRI LANKA 

Six people were arr ested for alleged in 
volvement in the kidnapping of an Ameri 
can eóuple, it was reported (22 May). 


TAIWAN i 

Former governor of Taiwan province n 
Lee Teng-hui was sworn in as vice-presi 
dent, ànd veteran economist Yu Kuo-hwa. 
Was. named as prime minister (20 May). 
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about elements of:elass warfare 


ek of communal. violence. 
iorning of 23 May, the death toll in 
Maharashtra state had risen to more 

















thout AREA du of blood. 
bomb explosion in Bhendi Bazaar on 
lay caused new panic in the city, 
one large hospital had to close its 


and employees. Transport 
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Guy Sacerdoti in Manila 


n many important ways the Philip- 
pine political picture remained as 
ntradictory in the week following 
14 May elections to the national as- 
mbly as it was throughout the 
h-long campaign which preceded 












e ‘opposition scored several vic- 






was massive electoral manipu- 







esident Ferdinand Marcos. But at 
e same time, Marcos proclaimed the 
ction a demonstr ation of democracy 











acy of his rule and he pointed to each 
)osition success as evidence of this. 













oncern is. being expressed here 


UJ which have become apparent’ ma 
By the. 


h n130, with another 5001 As ed — 


when armed men beganstabbing 


'aused many vegetable and. 





$ which, in the face of what they : 


n.by the government, amounted to . 
unexpected level of repudiation of 


action which endorsed the legiti- 


from Cebu, an opposition « 





tion Shiv Sena, Was acci sed. b: 
lims of making der ogatory comments 
about the Prophet. When enraged 
Muslims responded by placing green 
flags — a symbol of Islam — oo 
the Shiv Sena: office in Bhiwandi, 

textiles centre of 250,000 people 52 
kms north of Bombay, riots erupted. 

By the night of 17 May, gangs hurl- 
ing rocks and bottles were engaged in 
heavy. fighting in the streets of 
Bhiwandi, which had been the scene of 
bitter Muslim- Hindu clashes in 1970. 
Past confrontations in Bhiwandi had 
not spread to Bombay, where the two 
religious communities maintained an 
uneasy co-existence. 

By 19 May, however, when 27 people 
were stabbed, doused with kerosene 
and burned alive, much of Bhiwandi 
had been reduced to ashes. And when 
the violence spread to several sections 
of northern and central Bombay, a 
night curfew was placed on much of 
the city. Army and police officers were 
ordered to shoot arsonists and looters 
on sight. 

Although the violence clearly began 
as a communal outburst, many offi- 
cials here blame disaffected youths 
and outsiders for the intensity of the 





he opposition scores undoubted oll successes, 
arcos claims this proves the vote was clean 






In many districts and provinces in 
the Philippines, charges of election 
violations grew in the week following 
the national poll. There were wide- 


spead allegations of irr egularities at 


polling stations, with most of the. com- 
plaints claiming that tally s 
been re-written to inflate th 
party's vote. While unrest in the 
Metro-Manila districts of Pasay City 
and Makati subsided somewhat after 
victories were proclaimed for the two 
candidates from Marcos’ Kilusang 
Bagong Lipunan (KBL) party, the 
country's second largest city, Cebu, 
erupted in violence on 19 May. 
The initial but unofficial 














— nave e sought | to minimise the ef- 










| were wounded, and the violence only 


destruction. "There is a widening gulf, 
even in this city, between the wealthy 
few and the desperate, disenfranchised 
many," said D. Sukthankar, Bombay's 
municipal commissioner, the éity's 
chief executive. “And there are. unfor- 
tunatelv, people here who take advan- 
tage of that type of situation." 

Although Sukthankar would not be 
more specific, many other Bombay re- 
sidents blame Thackery and Shiv Sena 
for the extent of the hostilities. Shiv 
Sena, à Maharashtran political group, 
Was founded in the late 1960s with the 
goal of limiting the influx of immi- 
grants to the state, arguing that jobs in 
Bombay should not be made available 
to outsiders. While the party has not 
gained significant political. power, 
many residents — concerned: with the 
steady influx of immigrants into what 
is India's commercial heartland 
support Shiv Sena's stance, 

Still, the riots have shocked Bom- 
bay, India's most. cosmopolitan and 
seemingly tolerant city. There has been 
a feeling in the past that Bombay was 
one place where people of vastly dif- 
ferent backgrounds could live together 
in relative harmony. State and city of- 





showed candidates from the anti-Mar- 
cos Panaghiusa Party grabbing both 
seats in the city as w ell as the six from 


 constituencies in the central Visayan 


island. Two days after the election, 

tabulations indicated that Marcos' re- 

gional kingpin, 79-year-old Ramon 
Durano, had edged into the top six and, 
by the end of the week, official figures 
showed the scene reversed, with the 
KBL winning five seats to the Opposi- 
tion's one. In the districts counted last, 

KBL candidates overwhelmed their 
opponents with landslide votes of 
17 ,000 to 30. 


9 laiming that the count was fraudu- 
lent, the opposition launched a mass 
rally of some 5,000 demonstrators, | 
which ended in an attack on the pro- 
vincial Capitol building. Riot police 
initially used water cannons to dis- 


. perse the crowds but then opened fire 


— claiming at first that they had run 


out of water — to prevent “our position 
[being] overrun.’ 


After the firing, 
three demonstrators lay dead and eight 























fects of the week's rioting, but some 
here worry that this could be the be- 
ginning of an era of racial hatred and 
intolerance. 

"It makes you wonder just how we 
avoided the bloodshed in other years, " 
said a senior official of the 


Maharashtra state government, “and it 
leaves you with the horrible feeling 
that if it can happen here, there is 
nowhere that is immune.” 


ost of the city, particularly the 
commercial hub in the south, 
remained calm and is function- 
ing. By day, the northern sections of 
the city, particularly Sion, and in 
Dharavi, Bombay's largest slum, were 
quiet, though tense. On 22 May in 
Dharavi, where streets are segregated 
according to religious affiliation, 
groups of silent Muslim men stood 
glowering across at the nearest Hindu 
street under green banners that asked 
in Urdu: "How many more sacrifices?" 

North of Crawford Market, the 
heavily Muslim areas which are nor- 
mally packed with traders, ambling 
cows and honking taxis were almost 
deserted by 21 May — with most shop 
windows shuttered. The only signs of 
the previous nights violence were 
groups of children playing in the 
smoking ruins, where long rows of huts 
once stood. 

Each night, despite a 24-hour army- 
imposed curfew in Bhiwandi, violence 
and terror continued to resurface, The 
army established a major presence in 
the troubled Govandi section of north- 
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east Bombay and imposed a curfew in 
the city. But city police — who were re- 
sponsible for patrolling the city's cen- 
tral sections of Byculla and Mazagaon 
— did not appear to be enforcing the 
curfew in those areas. 

On the morning of 22 May, a cordon 
of. police standing just north of Vic- 
toria Terminus — the imposing 19th- 
century railway station, not far from 
where a young police inspector was 
brutally murdered on 19 May — waved 
a journalist through without seeking 
identification. A kilometre away, in 
full view of several police officers, the 
reporter's car was attacked with rocks 
by a small group of young men. No 
police officer responded. 

At her press conference, Mrs Gandhi 


noted with disgust: — . 
“It is always the 
poorest among us 
who suffer most in 
these situations." mi 
She was correct: 
most. of those now 
without homes were 
people who had little — 
more than cardboard 
between them and  -— 
the elements. ‘ 
Hundreds of peo- - 
ple have begun an  - 
exodus from Bhi- ~ 
wandi and the — 
other northern re- - 
gions which have 


been most severely 
hit by the riots. By 22 
May, entire families 
were walking towards the four refugee 
camps which have been set up to ac- — 


è 
L4 


commodate what the government esti- 
mates to be 12,000 newly homeless 
people. The homeless could be seen —- 
trudging along in the dust, with suit- 
cases on their heads and children in. — 
their arms, fleeing the violence. . © 
The government refused to discuss 
what measures it plans to take to 
further ease the situation. Maha- . 
rashtra's home secretary for law and - 
order, B. Chougule, has said that -. 
everything that can be done has been 
done. He said in an interview on 21 
May: "Bombay is perfectly safenow; to ~ 
say otherwise would be alarmist.” But ~ 
by the next morning, 10 more people — 
were dead. * 
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would be an investigation of the vote 
count. 

The elections sent Marcos a signal to 
compromise. The opposition made a 
respectable showing at the polls, de- 
spite the money lavished on the ruling 
party's campaign and attempts to in- 
timidate voters at the polls. As of 22 
May, non-KBL candidates had won 50 
out of the 112 seats announced, or 45%, 
with 71 seats left to be declared offi- 
cially. 

When all votes are counted, the KBL 
will almost certainly preserve its 
majority in the assembly. Moreover, 
Marcos still retains the power to rule 
by decree, enabling him to ignore the 
legislature altogether. But the impres- 
sive showing by the opposition poses a 
dilemma for the president. It will be 
difficult for him to maintain that the 
vote is a fair expression of the popular 
will which legitimises his continued 
rule, and at the same time ride 
roughshod over the assembly. 

To resort to rule by decree would 
undermine the new credibility Marcos 
hopes the elections have earned him 
abroad, particularly in the United 
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States. And any attempt to railroad the 
opposition and reduce the assembly to 
a rubber stamp could lead to a 
paralysis of government itself, since 
many of those elected to represent the 
opposition are seasoned in-fighters. 


K b opposition itself can be expected 
to start thrashing out its own legis- 
lative priorities immediately. Former 
senator Eva Kalaw, who will probably 
lead the opposition ranks — she is exe- 
cutive vice-president of the United 
Nationalist Democratic Organisation 
(Unido), the umbrella opposition 
grouping, and topped the victorious 
opposition list in Manila — says the 
opposition's first goal will be to 
abolish the controversial Amendment 
6 and thus annul executive power to 
rule by decree, as well as remove de- 
crees 1834 and 1835 establishing pow- 
ers of detention and capital punish- 
ment. 

The vehicle for this is expected to be 
a drive for the return of the 1935 con- 
stitution, largely based on the US sys- 
tem. “That constitution contains à sys- 
tem of succession, checks and bal- 
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ances, public accountability and the - 
separation of powers," said Kalaw. 
"We will ask for those fundamen- — 
tals." A^ HB 
Success for such a programme is not - 
very likely, however. Marcos hàs | 
worked hard since martial law was de- 
clared in 1972 (it was lifted officially in “a 
1981) to build the current system ofa — 
strong presidency, backed by a com- 
pliant assembly. He wants to maintain 
the caucus process, whereby the KBL 
decides by consensus which policiesto 
push through. D. 

The opposition, meanwhile, remains — 
a mix of old Nacionalista Party and _ 
Liberal Party leaders, and it remainsto ` 
be seen whether the two groups join - 
forces and make Unido a formal politi- 
cal party, or as Kalaw says, "first sol- ~ 
idify its two main pillars." Much de- — 
pends on the KBL, she said. While the " 
opposition would like to see Marcos ~ 
party split along old party lines — thus 
returning to a basic two-party system 
— “as long as the KBL remains dic- 
tatorial, we [Unido] must stick to- : 
gether and fight them." That is the 
most likely scenario. 
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eone solid assurance that emerged 





ein the British House of Commons 
and later in the House of Lords was the 
pledge by Secretary of State for 
Foreign Affairs Sir Geoffrey Howe 


inding international 
ith Peking. 


ee 


British negotiators’ main task now is to 
oersuade China to incorporate the as- 


eedoms it has already made unilater- 
to the people of Hongkong into a 
agreement, as reported by the 
EW (A leap into the dark, 3 May). 
ring the debate, the Commons’ 
. “instant expert” on Hongkong, 
MP Robert Adley, stated that 
e of the recent press coverage of the 
e had been “very unhelpful.” He 
d the REVIEW's comment (Promises, 
mises, 17 May) that "it seems un- 


John McBeth in Bangkok 


so long ago, former deputy prime 
inister Pramarn  Adireksarn's 
rt Thai party was probably the 


Spectrum. Textiles industrialist 
arn, his brother-in-law, one-time 
reign minister and industry minister 
hartchai Choonhavan, and party sec- 
ary-general Barnharn Silpa-Archa 
de up the outwardly tight-knit 
dership of a party which, since its 


n administrations. — «€ 
But something happened last. year 


House of Representatives in the 
ake of the 18 April general election, 
rt Thai overplayed its hand and 


sition (REVIEW, 19 May ’83). And also 
r the first time, the glue that had kept 
€ party together s seemed to come un- 


lisingenuous parliamerita debate on nthe otenitorys s 
ure only confirms that C hina has the whip hand | 


By — Bartholomew i in London and Derek Davies in Hongkong - 


from the debates‘on Hongkong's fu- 


at London would push for a detailed: 
This provided — that the 


nées of political and economic | 


ly that MPs are either sufficiently 
ncerned or informed to challenge. 


st cohesive grouping in the Thai po- | 


formation in 1974, had always enjoyed 
a prominent place i in successive spali: :; 


t appeared to change it all. After 
pulling together 108 of the 324 seats in 
Roengprasertvit, 


nd itself for the first time in the un- - 
liliar role of the parliamentary op- | 






„putna mal. constitutional ; 





seriously the government's s handlingof 
the Hongkong issue" and added: "This 
is a monstrous " pue to make." In 
fact, the debate, a largely self-con- 
gratulatory, bipartisan endorsement 


of the British approach, amply jus- | 
tified the REVIEW's prediction (though 


one MP felt moved to describe the de- 
bate as "brilliant"). 

With a show of fulsome respéet and 
utmost consideration, the Commons 
put on.a gala display of hypocrisy. The 
government's view and the consensus 
formed around it by MPs was queried 
by a few lonely voices which failed to 
nail the official half-truths or expose 
the wishful thinking. The general con- 
sensus prevailed on the following is- 
sues: 

» "Theagreement reached with China 
must be acceptable to the people of 
Hongkong." In fact, MPs consider 
London has such a weak bargaining 
position that there is little chànce of 
obtaining an agreement which is ac- 
ceptable, always supposing there 








































However it has only beens in he past 
three weeks — during an ill 
tempt to initiate a censure debate 
against Prime Minister ` Prem Tin- 
sulanond and his cabinet — th ss di- 
visions within Chart E 
emerged into the open. If ap | 
are to be believed, lined upon one ie dide 
aré Pramarn, his son Pongphon and a 
group of 10-15 MPs, who the Thai 
media have almost | lovingly dubbed the 
"Young Turks." On the other side are 
Chartchai, Barnharn and a majority 
chunk of the party's old guard. 

Completing the triangle is. a 20- 
strong faction loyal to former Siam 
Democracy Party leader. Cok. Phon 
who joined forces 
with Chart Thai last year when it ap- 
peared the senior of the two parties 
was shaping up as the linchpin of the 
post-election coalition. Phon hàs even 
threatened to quit the party over the 
latest issue — and there are nota few 
Chart Thai MPs who wish he wou 



































































Pramarn ~~ -is a re 


Hongkong, ‘and that London and Pe- 
king are going to make Hongkong an 
offer it cannot refuse. 

» “We trust China.” Many MPs do not 
trust China at all (and some even mut- 
ter darkly about Britain having trusted 


| Hitler at Munich, while one mentioned 


Robert Mugabe and Zimbabwe), but 
they think it diplomatically necessary 
to say they do. For similar reasons, in 
the later debate in the House of Lor ‘ds, 

former Hongkong governor Lord Mac- 
Lehose asked the people of Hongkong 
not to give vent to their doubts as such 
an expression of mistrust could have 
the worst possible effect on the negoti- 
ations. China's failure to keep its prom- 
ises over Shanghai was mentioned in 
the Commons, but quickly forgotten as 
it was agreed in both houses that China 
has a better record of keeping to its in- 
ternational treaties than of keeping its 
promises to its own people. 

» “We care about the people of Hong- 
kong.” A minority of MPs take much 
interest in foreign affairs and a minor- 
ity of those know or care about Hong- 
kong. Even this minority did not care 
enough to plead the case for granting 
full British citizenship or the right to 
residence in Britain for those in Hong- 


changed and to do so now would mean 
he and his supporters would lose their 
seats in the house. 

Pramarn’s claim to the premiership 
and the generally blatant way in which 
he sought to take the lead in coalition | 
negotiations were clearly among the 
main reasons why the party was ulti- 
mately left out in the cold. Then earlier 
this year, Chart Thai again drew theire 
of the military when it organised a vit- 
riolie no-confidence debate against 
Prem in a city hotel. More than 200 
senior army officers descended on the 
premier’s house several days later in an 
unprecedented show of loyalty, and 
supreme commander and army com- 
mander Gen. Arthit Kamlang-ek con- 
demned the party for resorting to ver- 
bal abuse. 

It may have been at this stage that 
Chartchai and Barnharn decided the. 
party had got too far out of line with 
the military and, in what seemed to be 
a vote against Pramarn, it was decided 
not to go ahead with a plan to take the 
anti-government debate on tour into 
the provinces. 

Chartchai makes little secret of his 
contacts with army leaders, among 
them Arthit and influential deputy 
chief of staff Lieut-Gen. Chaovalit 
Yongchaiyut. The son of the late field 
marshal Phin Choonhavan, who ‘ed 
the 1947 coup, Chartchai — ike 


ral whoqu 
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of British citizens in Hongkong after 
1997, and MacLehose pressed for an 
assurance that British passport hold- 
ers would have the option to leave 
Hongkong post-1997 (though he did 
not. mention where they could go). For 
the rest, both Commons and Lords ag- 
reed that offering access to Britain for 
more than a handful — in the cliché 
used here — would be “politically im- 
possible." 

>» “We want democracy for the people 
of Hongkong." This is true today as far 
as it goes, though successive Labour 
and. Tory governments have not pres- 
sured the Hongkong Government into 
giving the people of Hongkong greater 
representation in government coun- 
cils. However, perhaps a rider should 
be added: “We want as much demo- 
cracy for Hongkong as China will 
tolerate." 

Although .one MP said that “more 
anti-communist talk was needed," the 
debate was remarkable for the number 
of obeisances made to China. Howe 
called it a "great and historic nation"; 
Nicholas Soames. (Conservative) 
talked of “our good friends in Peking,” 
and Ian Wrigglesworth (Social Demo- 
crat) added the endorsement: "We 
have to accept the good faith of the 
Chinese Government." 


stressed the need to preserve eran : 
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ing image as a statesman, as the man 
who normalised diplomatic relations 
with Peking back in 1972 and who has 
since had regular friendly chats with 
China’s strongman Deng Xiaoping, 
Heath has long since made it clear that 
he almost unquestioningly accepts Pe- 
king’s blueprint for Hongkong's fu- 
ture, 


I^ 1983, questions put to him by the 
unofficial members of Hongkong's 
legislative and executive councils 
(Umelco) caused him to storm petul- 
antly out of a Hongkong dinner party. 
During the debate he claimed that the 
Umelco delegation in London repre- 
sented no one but themselves as indi- 
viduals. This line was immediately 
given the lie both by the widespread 
support for Umelco's representations 
from Hongkong (REVIEW, 24 May) and 
by intimations from Peking that it 
would welcome a visit from a Umelco 
delegation. 

The Foreign Office is also anxious 
not to irritate China by parading too 
many doubts that might arouse the 
slumbering dragon, which must be 
gently talked into seeing things St 
George's way. While most MPs fol- 
lowed the Foreign Office line so closely 
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hráse of Howe's - 
speech — though a columnist in the - 
same publication did advocate allow- — 
ing Hongkongers into Britain. Another 
columnist in the Daily Telegraph  - 
warned that the Foreign Office was 
feebly underplaying its hand and that 
Hongkong could turn into- "a great | 
boat-people tragedy, a diaspora, a col- 
ony shrugged off by British irresolu- 
tion, it will look as dishonourable as  : 
our treatment of Yugoslavs and Ukran- ` 
ians after the 1939-45 war.’ " 
The Umelco mission, rejected by - 
Heath and others for daring to — 
doubts and thus rocking the pro-China _ 
boat, in fact made an impact. Its role | 
was praised by all speakers in the 
House of Lords debate — even by Maec- 
Lehose who reportedly had criticised 
the mission's conception and timing. 
This had provoked the riposte that it 
was he who had dissuaded Umelco - 
from lobbying against the 1982 British — . 
Nationality Act, which confirmed the 
second-rate-citizen status of Hong- — 
kong-British passports. ED 
The British Parliament cannot be 
blamed for the harsh realities of the — 
situation and the fact that China has 
the whip hand: what grated on obser- _ 
vers who know Hongkong were the . 
disingenuous protestations of faith, 
hope and charity. , 
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power. struggle between Police Gen. 
Phao Sriyanond and Field-Marshal 
Sarit Thanarat in the late 1950s. 

Phon was chief lower-house lobbyist 
for the. controversial army-backed 
constitutional amendments, ‘which 
were voted down in parliament in 
March last year (REVIEW; 31 Mar. 
'83), and he has demonstrated quite 
clearly since then that his loyalties to 
Chart Thai play second fiddle to his 
loyalties to the military and, through 
the military, to Prém himself. Interest- 
ingly, Phon is a former aide to the late 
army commander Gen. Kris Sivara, 
who took part in the 1947 coup and was 
one: of the key figures in the Sarit fac- 
tion, which emerged as the dominant 
military-commercial force in the 
period that followed. 


hart Thai's consuming ambition has 
been to get back into the govern- 
ment, but its militarv connections have 
borne little. fruit thus far. Some 
analysts feel that in recognition of this 
fact, Pongphon, dynamic Si Sa Ket MP 
Pivanant Watcharaphorn : and the 
otherso-called Young Turks have been 
seeking to cultivate a new image for 
the party, one that distances it some- 
what from the army and attempts to 
put more bite into its opposition role. 
The latest episode tends to support 
this view, though clearly the paucity of 
support he received from members of 
his party must have embarrassed 
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Pramarn. Initially, the newly re- 
opened parliament was to have de- 
bated a censure motion submitted 
eight. months earlier against Interior 
Minister Sitthi Chirarote, a retired 
army general whose actions since he 
came to office have drawn consider- 
able public support but which have 
also had an impact on the vested in- 
terests of a number of prominent 
politicians. 

On the day of the debate, however, 
Pramarn made use of an obscure par- 
liamentary regulation to defer the mo- 





tion against Sitthi and instead broaden 
the debate into a censure of Prem and - 
18 of his 44 cabinet ministers, | B 
The development came as much of a s 
surprise to Chart Thai as it did to the - 
rest of the house. At a party meetingin 
March, Pramarn was authorised to use — 
his own discretion on parliamentary - 
strategy and it is understood he did | 
just that at a secret session ze 
Pongphon and Piyanant a few days i 
fore the scheduled debate. As one par 
source explained: "If he had told | 
the Chart Thai members, then it would. ^ 
have got out to the other parties." 
As the situation developed, the — 
house rejected the move against Prem — 
on the grounds that the regulation did — E 

























not apply to no-confidence motions. 
And at the same time, it dealt Pramarn 
a double blow by resolving that the 
motion against Sitthi had technically : 
been debated and that it would now JS 
have to be put to the vote. » 
Most of the Chartchai- Barnai 
faction abstained, and party insiders 
acknowledged that the old guard 
thought the motion against Prem w as 
premature. But they insisted that the 
apparent split in the party was “only” — 
a game" and claimed Pramarmn,- 
Chartchai, Barnharn, Phon and 
Pongphon were still getting together 
almost daily on party matters. Ji 
The opposition benches have never | 
been a particularly happy placeforany | 
Thai political party. Historically, ithas Ju 
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Prachakorn Thai put a | brave — on 
- Opposition role in 1979-83, and 
rty leader Samak Sundaravej made 
known that this was part and parcel of 
political gameplan. Following last 
ar's elections, however, Samak was 
iasterful in ensuring that Prachakorn 
"hai secured a place in the ruling coal- 
tion — even if it did mean serving 
longside the Democrats, with whom 
ie had been locked in a long feud. 
Like the Chart Thai of old, 
rachakorn Thai too has been remark- 
bly cohesive. Indeed, there are some 
10 suggest it is a one-man party with 
eryone riding home on Samak’s not 
-onsiderable coat-tails. But if the 
rty ever grows beyond its 36-seat 
ength, the charismatic communica- 
ns minister may have difficulty 
eping it all in the palm of his hand. 

















"hen there is the make-up of the par- 
ties themselves. Devoid of ideology, 
operly drawn policy platforms or a 
mitment to any genuine principles, 
t of the larger political groupings 
composed of cliques held together 
¿self-interest and a broadly accept- 
le leader. If a party is a partner in a 
verning coalition, factionalism can 
contained. But away from the feed- 
z ground, where mutual benefits are 
cidedly few, the fabric of unity be- 
is to tear. In Chart Thai's case, such 
ains were showing almost from the 
tset. 
Still, one disturbing aspect of the 
le affair has been the way the mili- 
y has seemed to be over-protective 
he government. Two days before 
iament resumed on 24 April, Ar- 
asked Chart Thai to shelve its 
onfidence motion against Sitthi, 
ing out that a tense situation still 
ted on the Thai-Cambodian bor- 
r, where Cambodian resistance 
es are fighting the Vietnamese — 
etimes on Thai soil. Although the 
est was ignored, the fact that it 
made at all was surprising. As the 
lependent Nation Review noted: "In 
vay, the moves to bar the opposition 
‘om grilling the premier could dis- 
credit the government and the premier 
mself for allegedly not being open- 
nded enough to let the opposition 
lay the role of watchdog . . 
thit’s visibility, not only in the 
est controversy but also in the after- 
th of Chart Thai's hotel debate, has 
o shed some rather revealing light 
n his relationship with Prem. Al- 











nalysts are now wondering whether 
ie army supremo's measured support 
ay point to a possible accommoda- 
jon on the future shape of the Thai 
leadership. 


ugh it is far too early to tell, 
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court t defeat for the e present leadership. 


By K. Das in Kuala Lumpur | 


he rebels in the Malaysian Chinese 

Association (MCA), the premier 
Chinese party in the ruling National 
Front coalition, scored their second 
public victory over the party's leader- 
ship when the High Court issued in- 
junctions on 18 May preventing the 


holding of divisional elections to 


choose party congress delegates and 
the election of party leaders at the na- 
tional level. 

The rebels, led by business tycoon 
Tan Koon Swan, won the first major 
round on 6 May when they managed to 
of the party's dele- 
gates to hold an extraordinary general 
meeting (EGM) and reinstate those 
who were expelled by the party in 
March. Those expelled included Tan 
himself and two deputy ministers in 
Prime Minister Datuk Seri Mahathir 
Mohamad's government (REVIEW, 17 
May) | 

Acting party president Datuk Neo 
Yee Pan, who had ordered the expul- 
sions, Claimed the meeting was uncon- 
stitutional and its resolutions null and 
void. 

The decision which stopped the elec- 
tion of new delegates for this year’s 
assembly. was made by Justice Wan 
Hamzah Mohamad Salleh after four of 
Tan's supporters sought injunctions. 
Their rationale for the action was “to 
make sure that elections at the annual 
general assembly did not take place 
with the existing membership list,” 
which the Tan faction has long m 
tained contains many "1 
names. inserted to pad the el 
gister in favour of Neo, whom Tan is 
challenging for the presidency. 

The judge did not give his reasons for 
granting the injunctions and said he 
would deliver a written judgment 
later. m : 
The immediate effect of the order 
was to force Neo to cancel the party as- 
sembly scheduled for 7 July. Party sec- 
retary-general Tan Sri Chong Hon 
Nyan told the press that while the 
scheduled divisional elections would 
be cancelled, those that had already 
been held were not affected... . 

The impasse, leaving the 












rty di- 


vided and ineffective, can only end 


when the High Court decides on the 
legality of the EGM which, as. well as 
reinstating the expelled members, re- 
solved to examine and purge the mem- 
bership list of its non- existent mem- 


The party leaders — who at first de- 
nied the existence of phantoms but 


later said there — haye e a few, : 











branches examined the list — finally 
admitted on 17 May that in fact 21,000 
false names had been deleted from the 
lists between 24 March and 20 April, 
before party branch elections were 
held. 

The importance of the MCA crisis in 
the running of the government ap- 
peared to be dismissed the next day by 
the prime minister when he went on re- 
cord as saying the party's problem 
would be solved through legal and con- 
stitutional methods. He also said that 
the stockmarket's reaction to the crisis 
was not significant and that the invest- 
ment climate was not affected. 


an's supporters immediately took 
the prime minister's remarks as en- 
couraging to their cause. They argued 
that it was significant that not only did 
he not support one of his senior minis- 


ters — Neo — but he also chose not to 


remain non-committal, though some 
would say this was a rather optimistic 
interpretation. of Mahathir's words. 
Tan supporters also pointed out that 
when Neo's faction held an MCA 35th 
anniversary celebration — on the same 
day as the rebels held their EGM — 
none of the coalition partners of the 
National Front were present. 

Neo's supporters, however, say it 
would have been inappropriate to in- 
vite National Front partners in the cir- 
cumstances. "The celebration was an 
emotional affair, an occasion more to 
demonstrate solidarity than to sing 
and dance. Now it is up to the courts to 
decide if the so-called EGM was legal. 
If it was not, then it doesn't matter 
what Tan's people say," commented 
one Neo supporter. | 

While the court decision is being 
awaited, both factions are aggressively 
seeking the backing of grassroots party 
members, since whichever way the 
case goes, the final battle will be won 
or lost at the general assembly, which 
must take place sooner or later. 

Surprisingly, during all the weeks of 
expressions of anger against MCA 
leaders from members of the Chinese 


community for what many describe as 


“irresponsibility,” there have been no 
defections from the MCA to the other 
important but small Chinese political 
parties — the nominally multiracial 
Gerakan, which is a member of the 
government, or the opposition Demo- 
cratic Action Party. » 

This, observers say, could mean that 
the MCA may emerge with a leadership 
which will have a solid backing from. 


the members who are waiting. and. .- 





watching. 
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service extras. But perhaps the most exceptional bonus is 
the gentle way our hostesses care SINGAPORE AIRLINES 
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WE 
KEEP IT 
SIMPLE, 


At Ericsson we havea guiding principle. Everything we produce 
is created in the light of a known market need. That means our 
products always adapt to people. We never make people adapt to 
our products. 

It’s a principle we apply to the people who manufacture, 
assemble, install, service and maintain Ericsson systems - as muchas 
to the people who use them. 

We have been in business for 107 years. And since the early days 
we have been supplying telephone systems all over the world. Today 
we are active in over 100 countries. This has given us a unique know- 
ledge of the market requirements and the technological progress of 
the countries where we operate. And we adjust our approach to 
telecommunications accordingly. 

The result is that Ericsson systems are easy to understand, 
install, service and operate. 

Consequently they work more reliably and efficiently in every- 
day use. 

Our AXE public switching system is an excellent example of 
this. AXE has a rigorously modular structure in both hardware and 
software. And it has almost unlimited capacity for extension, adap- 
tation and up-dating. Above all AXE is already structured for ISDN 
- the telecommunications network of the future. That means AXE 
gives you theopportunity to operate today's system with the proven 
potential to meet tomorrow's needs. 

AXE is one link in our approach to inter-active communica- 
tions. At Communicasia we will be on hand to explain the advan- 
tages of the Ericsson approach. We'll show you 
the future of communications. Of course, we 1l , 
keep it simple 


INTER-ACTION 


AT COMMUNICASIA 84. 


Visit Ericsson's Inter-Action stand at Communicasia '84 in Singa- 
pore, May 23 to May 26. For your exhibition information pack write to 
the address below or contact your nearest Ericsson office. 


ERICSSON 


Veletonaktiebolaget LM Ericsson 8-126 25 Stockholm Sweden 
Offices in: Australia Hong Kong Jakarta Seoul Malaysia New Zealand Manila Singapore Taiwan Thailand. 
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a bionic ear...for deaf people who get no benefit from conventional hearing aids 




















An Australian medical electronics 
company together with university 
researchers have developed a 


Find out what Australia has available and 
how if can benefit you. by cont cting the 
Australian Trade Commissioner 


phone. The speech processor 
extracts information from this and 
sends it to the implanted control unit 





device called a cochlear implant 
This consists of a set of electrodes 
which is inserted into the cochlea 
(inner ear). A small control unit 
connected to the electrodes is 
placed in the mastoid bone behind 
the ear. The patient wears an 
extemal speech processor similar to 
a body-worm hearing aid. This is 
connected to a small microphone/ 
transmitter unit worn behind the eat 
Speech is picked up by the micro- 





by radio frequency transmission 
Here the electrodes are activated 
to stimulate the hearing nerve to 
produce differing hearing sensations. 
Not only is Australian high tech 
nology to the fore in medical and 
hospital use. It has also developed 
many innovative products and 
techniques for the scientific field, 
for astronomy, for industry, agri- 
culture, mining and a host of wide- 
ranging general applications 


Bangkok. phone 286 0411 Telex 82621 
Beijing, 52 2331 Telex 22263 

Hong Kong. (5) 22 7174-8 Telex 73685 
Jakarta. 33 0824 Telex 44 214 

Kuala Lumpur, 42 3122 Telex MA 30260 
Manila. 87 4961 Telex PN 63547 

New Delhi, 69 0336 Telex 81 31 2356 
Osaka. (06) 274 7071 Telex 522 5334 
Seoul. 7206490-5 Telex K23663 
Singapore, 737 9311 Telex RS 21 238 
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Maintaining a low political profile and a high professional image 


In step with tradition 


By Salamat Ali in New Delhi 


oon after the independence of his 
Sox in 1947, India’s first army 

chief, Gen. K. Cariappa, issued a 
printed card to every officer and or- 
dered them to carry it at all times when 
in uniform. On the card it was stated: 
“The role of the army is to defend India 
from external aggression and go to the 
aid of the civil authority when called 
upon to do so.” 

Seemingly the general, trained at 
Britain's Royal Military Academy at 
Sandhurst, was stating the obvious to a 
body of men who had transferred their 
loyalty from the King Emperor of India 
to the Indian Union with a clear per- 
ception of its role that was no different 
from what the card declared. But the 
card was addressed more to India's 
new rulers, who held lingering suspi- 
cions of their colonial heritage — in- 
cluding the armed forces, which some 
of them considered staffed by mer- 
cenaries. They had not forgotten that 
until 1930 every commissioned officer 
of the British Indian Army, irrespec- 
tive of his skin colour, was addressed 
in his commissioning letter from the 
British sovereign as “our dearest 
cousin.” 

Recalling the new government's ini- 
tial coolness towards the armed forces, 
a retired general remarked in an inter- 
view: "I often wonder how we would 
have fared had our role not been em- 
phasised so forcefully by Pakistan's 
1948 invasion of Kashmir." The 
Kashmir campaign, however, did not 
create any warmth in political quar- 
ters for the military. The military was 
left largely to its own devices and cere- 
monies, without the essential political 
support to make it a credible force. 

The initial lack of warmth persisted 
for two reasons: the mutually exclu- 
sive outlooks of the politicians on the 
one hand and the British-trained of- 
ficer corps on the other, and, sub- 
sequently, the unarticulated fears 
aroused in 1958 by a military coup in 
Pakistan. Typical was the remark of a 
senior military officer who, in the early 
1960s, was irritated by the policies of 
his defence minister: "What do these 
dhoti-walahs [wearers of the loin 
cloth] know of defence?" He paid for 
the remark with a blocked promotion, 
though he made it to the top eventual- 
ly. The remark so antagonised the de- 
fence minister of the time that he was 
heard to counter: "The only good gen- 
eral is a dead general." 

The Indian armed forces have passed 
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through three distinct phases since in- 
dependence: a period of neglect and 
consequent deterioration of the mili- 
tary up to 1962; a time when the forces 
received special attention, in 1962-71, 
and a period after 1971 when there was 
a cooling-off of the ardour enjoyed 
after 1962. The outcome of the first 
phase was best described by the then 
home minister, Lal Bahadur Shastri, 
who informed a group of legislators 
in 1962 that the army was neither 
properly clothed nor otherwise equip- 
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India's army chief Gen. A. S. Vaidya: an apolitical 


ped and trained to face the Chinese in 
thé high-altitude and cold-weather 
warfare of the Sino-Indian border 
war of that year. The Chinese dealt the 
Indians a crushing defeat in the con- 
flict. 


Delhi to modernise and re-equip 

the armed forces and to pay full 
attention to their needs. This second 
phase received further impetus from 
the stand-off in the 1965 Indo-Pakis- 
tan war and subsequently, in August 
1971 the Treaty of Friendship and Co- 
operation with the Soviet Union, 
which created a long-term framework 
for increased military imports. Prime 
Minister Indira Gandhi's critics note 
the beginning of the third or cooling-off 


T^ 1962 humiliation forced New 








phase after India's 1971 victory over 
Pakistan when Bangladesh, then West 
Pakistan, was formed. Prudence de- 


manded a policy of dampening the 


public's adulation of the military, the 
critics say. 

Today’s politicians remain wary of 
the military due to India’s enormous 
economic and social problems, the 
gradual atrophy of the political pro- 
cess at the grassroots level, their own 
unenviable reputation when compared 
with the almost angelic image of their 
predecessors and an aware- 
ness of what similar situa- 
tions in other developing 
countries have led to. The as- 
sistance of the armed forces is 
sought in civilian affairs with 
extreme reluctance and only 
when it is absolutely unavoid- 
able, though often it is un- 
avoidable (page 14). One ser- 
vice chief who, on his first day 
in office, indulged in image- 
building theatrics was told in 
no uncertain terms to leave 
such antics to the politicians. 

Despite the Indian mili- 
tary's size — it is the world's 
fourth largest — it is unlike 
its counterparts in the 50 de- 
veloping countries around 
the world which are under di- 
rect or thinly disguised mili- 
tary rule. Hence a frequently 
debated question is whether, 
in adopting a low profile in 
national affairs, the Indian 
armed forces are more ma- 
| ture and wiser than. their 
counterparts in other de- 
veloping countries, or they 
are inhibited by factors that rule out 
any other role. 

Some ascribe the apolitical image of 
the military to the broad socio-politi- 
cal context in which it operates. Con- 
tributing factors are a broad consensus 
in all political quarters to keep it unin- 
volved; a continuing policy of making 
it broad-based through recruitments 
from all states and regions in the coun- 
try, creating a vast diversity in 
sociological outlook; the five separate 
commands into which the army is split, 
making it doubly difficult for the mili- 
tary to see a coup through to a success- 
ful conclusion, and finally the near im- 
possibility of any military dictator 
succeeding in his fundamental task of 
holding together without domestic 
political support one-sixth of human- 
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ie econd largest Muslim population, hs 
elargest Sikh grouping and a signifi- 
int Christian community. 










































































n that despite the various stresses 


has. never lost its legitimacy. So far 
elections have been regular, two gov- 
ernments were changed through free 
ections and the letter, if not the 
irit, of the constitution has been 
dhered to. Lieut-Gen. A. Vohra, a 
rmer.vice-chief of army staff, told 
the REVIEW: "Coups are not created by 
armed forces but by the socio-econo- 
ealities of à country. They come 
only when people lose faith in 
validity of the constitutional pro- 
ss. This has not happened in India." 

| Although top generals such as Lieut- 
en. Harbaksh Singh, former general 


and, argue that no democratic society 
n tolerate military juntas arro- 
gating to themselves extra-legal advan- 


ms mention wistfully the open vistas 
lable to their Pakistani counter- 
arts such as industrial empires and 
ative guaranteed retirement posts 
1the private sector. They tend to hark 
ck to the colonial era when the 
ed forces were covered in glory, 
9ecial privileges and money, though 
ome proudly point out that the mili- 
is much better integrated with the 
an society today and fully supports 
philosophy of civilian control. But 
Stephen Cohen, an American 
ademic expert on South Asia, argues 
n his book The Indian Army: 
nly does India have civilian control, 
iut it has an almost crushing civilian 
lominance over a powerful and large 
litary — a situation without parallel 
pus Third World." 


he higher levels of military and 
civilian bureaucracy are now de- 
- bating not the principle, but the 
1ature of this control. The Indian De- 
fence Ministry is staffed entirely by 
civilian bureaucrats who tend to see 
the three services as attached depart- 
ments of their ministry. With the de- 
-fence minister, a politician, above him, 
|: the permanent head of the ministry — 
A civilian bureaucrat with the title 
defence secretary —- operates as a 
"de facto chief of the defence staff 
- (CDS). 
. Former deputy army chief Lieut- 
Gen. S. Sinha, who opted for prema- 
. ture retirement in late 1983 when he 
was passed over for promotion, com- 
plains that the Defence Ministry func- 
tions as a separate entity from the 


super military staff — 


Sag “a role. 






The military brass accepts the posi- | 


and strains within the Indian polity, it 


fficer commanding Western Com- 


es, men in the military's lower eche- 


“Not | 
| Citing contemporary British and other 
examples, he suggests that military of- 


three services headquarters and as 
Such is a super military headquarters | 
with .civil servants functioning. as | 
which. [red | 





y developing’ coun- 
sought 


though man 
tries, including India, have 





toi improve their weaponry and ecome. 





re self-reliant in its production, the 
gap etween them and the developed 
countries not only persists but remains 
as wide as ever. But India is among the 
few developing countries to have made 
substantial investments to develop a 
defence- production base and to back it 
up with a research and development 
programme. While India does export 





military hardware — mainly small 


arms — on a modest scale, it still im- 
ports much of its weaponry. Indigen- 


ous production is largely licensed 


manufacture with imported technol- 
ogy, components and sometimes even 
raw materials. 

While India's annual defence outlay 
has risen from US$5.57 billion in fiscal 
1982-83 to US$6.35 billion in 1983-84 
and is projected at US$6.8 billion in 
1984-85, about 65% of the spending is 
fixed — pay and allowances, rations, 
transport, civil works and the like. The 
exceptions are when new weapons sys- 


tems are introduced as in 1962-64, 
. after defeat by the Chinese, and again 


in 1972-73, during and after India's 
war with Pakistan, or when pay and al- 
lowances are revised as in 1974-75. So 
it is reasonable to assume — in the ab- 


sence of detailed figures, withheld on | 


security grounds — that about 30% of 
the overall defence budget is avail- 
able for sg in a normal year. 





they are totally — to perform." 


ficers should not be functionally sub- 
ordinate to the civil servants and 
should be inducted into the ministry to 
work alongside the civil servants. He 
argues that military officers working 
in the ministry could then explain 
technicalities on the ‘spot, avoiding 
time-consuming correspondence and 
frivolous bureaucratic objections. 
Like Sinha, most army generals 


| favour the establishment of a CDS of- 


fice to coordinate functioning of the 
three services. 

Some civilian officials. who do not 
object to the proposed. institution 
suggest reducing the authority of the 
service chiefs before appointing a 
CDS. They propose taking away from 
the service chiefs their current respon- 





| sibility of deciding on officer promo- 


tions and their control over all staff 

branches at service headquarters. 
Judging by the extreme caution and 

the resultant slow pace: of Indian deci- 


sion-makers, there is unlikely to be any 


decision on a CDS in the fond future 












| endi all remaining 200, 000: Mages 
2.5 millior igatior 









Of this, 40% is. spent . on imports. 


Indigenous production of defence 


equipment comes almost entirely from 
| the public sector, comprising ordnance 
factories and ‘other enterprises. The 
country's 34 ordnance factories, under 


the authority of the Department of De- 
fence Production, include some of the 
oldest arms-manufacturing establish- 
ments in the world — one dating back 
to 1801. During World War II they 
functioned as adjuncts to Britain's 
royal ordnance factories. They now 
meet a wide range of needs, producing 
tanks, other heavy vehicles, explosives 
and ammunition. But the degree of de- 
pendence on foreign technology is still 
high, with almost all high-unit-value 
items made under licence — the Vija- 
yanta tank, heavy-duty trucks, patrol 
vehicles and. most of India's locally 
made heavy guns. Self-reliance in 
arms manufacture is limited to small 
arms, the Indian field. gun, the 75/24 
pack howitzer.and the mountain gun 







| — all of them designed at home. About 


85% of the output value of f the coun- 
trys ordnance industry | is from 
licensed production. | 

Then there is a group of nine com- 
panies set up to develop a strong and 
diversified production base and capa- 
ble of supplying technology to the arms 
industry for updating weapons, 
though under the Ministry of Defence, | 
they have a. degree of. operational 
eaen Aircraft, warships, elec- 


— an infusion of military per- 
sonnel and the decentralisation of fi- 
nancial control over the three services. 


As one military leader asked rhetori- 


cally: *Why cannot a chief of staff be 
allowed full control of his budget, and 
why must a file keep moving for 
months to explain why chocolate is 
needed by soldiers at high altitudes?" 

The rival point of view was articu- 
lated by a civil servant who remarked: 
"There has to be somebody to ask why 
our soldiers need chocolate and rum in 
forward areas when their opponents 
make do with cheap jaggery [raw 
sugar]." 

In a country of scarce resources, fi- 
nancial control is of crucial impor- 
tance. Former chief of military ac- 
counts G. Katoch argues: "Forgoing 
one squadron of Mirage 2000s, we can 
pay for 30,000 primary-school build- 
ings or create jobs for 150,000 edu- 
cated unemployed youths. By some 
miracle, if our defence budget could 
revert to the 1979-80 level, with one 
year's savings we could provi i 
ing water to all the villages ir 
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sies. | among the : 
items supplied by the 2. 
group, but much-of it is 
produced under licence. A 
very small part of India's 
defence needs is metby the 
private sector, with com- 
mercial vehicles among 
the high-value 
items. Private in- *]4$ 
dustry also supplies. 
components and an- 

cillaries. | 

India, in the early 
years of its indepen- 
dence, depended en- — 
tirely on British 
armaments and later 
looked to other 
Western sources. | 
But this effort was 
unsuccessful, main- 
ly because of India's 
non-aligned position. Then the Soviet 
Union emerged as an arms supplier 
after the Sino-Soviet split in the early 
1960s. Soon Soviet weapons systems 
were predominant in the Indian armed 
forces. 

In the mid-1970s, having built up a 
comfortable foreign-exchange reserve, 
India tried to diversify its arms sources 
to reduce its dependence on the 
Soviets. The West had shed its earlier 
reservations about selling sophisti- 
cated arms to India and New Delhi was 
in a position to pay in foreign ex- 
change. Western suppliers were also 
willing to transfer technology to India, 
which insisted on in-country licensed 
production and buy-back agreements. 
When India sought deep-penetra- 


provide 300,000 kms of rural link 
roads, 100 fully equipped 500-bed hos- 
pitals or 40 thermal power plants of 
200 mws each, or 1.2 million two-room 
houses." 

However wasteful it may seem, the 
spending is related to national ambi- 
tions and threat perceptions. But à lead- 
ing Indian defence writerrecently accus- 
ed the services of tailoring their threat 
perceptions to prevailing political 
winds and wheedling scarce resources 
from the politicians. He argued, taking 
his cue from the government's latest 
publicly stated fears over the militari- 
sation of the Indian Ocean, that the In- 
dian Navy's earlier perceived role has 
been enlarged. He quoted an uniden- 
tified admiral speaking on the Indian 
Navy's goal of acquiring the capability 
to control five Indian Ocean choke 
points: Suez, Hormuz, Palk, Malacca 
and the Sunda Gap. 

Sinha, too, pleads for a strategy 
based on a strong defence against 
China in the Himalayan border region, 
a superior force to face Pakistan and a 
deterrent capability against any inter- 
vention from the Indian Ocean. Al- 
though 20 of India's 31 divisions are 
deployed along the border with Pakis- 
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tion strike aircraft, the Soviets — who 
had permitted licensed manufacture in 
India of the MiG21 and sold New Delhi 
Su" bombers — did not even get into 


the race. India chose instead the 
Anglo-French Jaguar, with the option 
to make it under licence. It scrapped 
the licensed-manufacture part of the 
deal and signed a contract to buy 
French-made Mirage 2000s, also with 
the option to manufacture it. Now New 
Delhi is having second thoughts about 
manufacturing the Mirage, because 
the Soviets have offered India MiG29s 
and MiG3ls, with offers to transfer 
technology for their home manufac- 
ture. 

India also has considered a sub- 
marine-building programme. Al- 


tan, some argue that though non- 
Chinese neighbours may be more 
troublesome in the short term, that 
India's principal strategic adversary is 
China. According to these analysts, 
India's forces deployed along the Sino- 
Indian border, though balanced right 
now, could become outmatched as China 
seeks to modernise its People's Libera- 
tion Army. 


tions are rooted in the precepts of 
their seniors, who were trained at 
the old Imperial Defence College in 
London. They believe India cannot 
be defended in the northeastern Indo- 
Gangetic plains against a major mili- 
tary adversary, that the Subcontin- 
ent is a strategically indivisible unit 
and that it must be defended at the 
Hindu Kush, the Himalayas, the Ma- 
lacca Straits and Bab-el Mandab, if 
not Suez. Some of these generals ar- 
gue that given an end to the current 
mistrust between India and Pakistan, 
it would be in India's security interests 
to encourage and help Pakistan create 
a credible defence in the north and 
west. 
India's top strategic thinker, K. Sub- 


T he Indian brass' strategic percep- 
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have supplied 
India's entire sub- 
marine fleet, they 
initially were out 
of the competition 
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for Indias new 
order. After eva- 
luating a half 


dozen West Euro- 
pean offers, a West 
German model was 
chosen for pur- 
chase and manufac- 
ture. But recently, 
the Soviets have 


more of their sub- 
marines. The Soviets 


with the West Ger- 
man Leopard tank 
and the British- 
made Chieftain before selling India the 
T72 tank, together with T72 technol- 
ogy. 

While India has been able to diver- 
sify its sources of military hardware to 
some extent, its growing foreign-ex- 
change crisis is now compelling it to 
look more to the Soviet Union again, 
because payments to Moscow can be 
made in rupees and loan terms are soft. 
In developing a new arms relationship 
with the Soviets, and the West, India 
has not only been able to buy some ad- 
vanced systems from the West — and in 
some cases even get the technology to 


go with them — it is also more likely to. 


squeeze technology from the Soviets 
for the wide range of equipment Mos- 
cow is offering. — 





ramaniyam, considers the Imperial 
Defence College's dicta obsolete and 
unsustainable in the contemporary 
context, especially given prevailing In- 
dian conditions. He argued in an inter- 
view: "Afghanistan, though a tribal 
society, has emphasised once again the 
heavy cost even a superpower must pay 
for military occupation of a country. 
Hence the Russians cannot relish the 
idea of racing towards warm waters 
and oil wells by occupying the inter- 
vening countries. These days, no coun- 
try with more than 1 million popula- 
tion can be occupied indefinitely with- 
out a prohibitive cost to the aggressor. 
Hence, it is fanciful to discuss a mili- 
tary invasion of India from the north 
by the Russians, or the Chinese, or 
from the south by the Americans." 
However, Subramaniyam believes, 
neither his arguments nor even Indo- 
Pakistan amity should induce India to 
reduce either its military manpower or 
its quest for more sophisticated 
hardware. He argued that the ability of 
a developing country to resist the 


forces of disintegration depends upon 


the strength of its political institu- 
tions, political process, administrative 
infrastructure and its security ser- 
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been trying to per- 
suade India to buy . 


MOHAN RAM . 
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also had to compete 
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vices. But above all it depenc s upon its 
armed forces, he said. 

In the case of India, the nature and 
role of the nation-state are at disso- 
nance with its environs, which are 
fraught with impediments to national 
integration, arising quite often from 
external factors such as Pakistan's in- 
terest in Kashmir, immigration of 
Bangladeshis into Assam and West 
Bengal, and the arming of Mizo and 
Naga insurgents. Besides, there are 
several flashpoints in the continuing 
second cold war between the United 
States and the Soviet Union in the In- 
dian Ocean, and India not only is 
caught between the two major nuclear 
powers, but also links two areas of 
strategic concern to them — Southwest 
and Southeast Asia. 

Against this backdrop, Subramani- 








hen the sun set over the Raj in 
1947 and British troops left for 
home, the final ritual parting was a fit- 
ting one for the era. As Charles Allen 
records in his Plain Tales of the Raj, the 
final farewell was said where the East 
ends and the West begins: “As we left 
Port Said and sailed into the open wat- 
ers [of the Mediterranean], everyone 
was paraded with their topees on the 
deck and at the given signal we all 
flung our topees into the sea and that 
was the end of India." 

But to the erstwhile British Indian 
Army left behind, that was not the last 
of the Raj. Almost 37 years after the 
topees went sailing into the sea, the In- 





. dian Army still preserves the British 


traditions which the British them- 
selves have neither the desire nor the 
manpower to sustain. Glorifying these 
traditions, the Indian Army has forced 
the other two services also to adopt in- 
stitutions which the Royal Indian 
Navy and the Royal Indian Air Force 
had never even considered. For in- 
stance it is not only the various battal- 
ions of the army which have their col- 
onel commandants — usually a senior 
general who adds lustre to glory but 
can also favourably influence regi- 
mental welfare — the navy is appoint- 


- ing commodores and the air force is 


adopting the rank "commander of 
squadron" to promote esprit de corps 
and martial traditions. 

Although the Indian Navy likes to 
trace its origin to the Royal Indian 
Marines of the East India Company — 
originally raised in 1611 — the Royal 
Indian Navy did not come into being 
until 1934. Also, since the first batch of 
Indian pilots were given the king's 
commission in 1932, the Indian Air 
Force claims the event as marking its 
birth. Thus, since neither of the other 
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fears: 
» Turbulence in one of its neighbour- 
ing countries spilling over into India. 
» Covert intervention by a neighbour 
or other powers in India's domestic af- 
fairs. 
» Miscalculation by one of its neigh- 
bours about any Indian domestic situ- 
ation, leading to military intervention. 
» Visible superpower presence in the 
neighbourhood, encouraging ex- 
tremist elements in India. 
» Lack of confidence in the govern- 
ment's ability to shelter India from 
turbulence in the neighbourhood, pro- 
ducing adverse impact on national 
integration and development. 

These security concerns and the 
trauma of the 1962 defeat by China, 
coupled with national ambitions, push 


The Raj is dead but 
the Sahibs live on 





two services has been around as long as 
the Indian Army, each has to borrow 
the army's tradition. The 1st Rifle Bat- 
talion of the army, founded on 10 
January 1775, is now called the 3rd 
Guards (Ist Battalion) of the Raj- 
putana Rifles, though some soldiers 
trace back the army's origin to a much 
earlier time. At the time of its raising, 
the 3rd Guards was called the 3rd Bat- 
talion of Indian Sepoys. 

The Rajputana Rifles also includes 
the 125th Napier's Rifles, now called 
the 5th Battalion — Napier's Own. Sir 
Charles Napier found this battalion's 
services invaluable in winning the Bat- 
tle of Meeane in 1843 and subjugating 
the area now known as Sindh province 
in Pakistan. Appreciating its role, the 
general gave to the officers' mess of the 
battalion his personal canteen and his 
foldable knife, fork and spoon — 
mementoes that are still the most trea- 
sured possessions of the mess. A rigidly 
observed custom even today for the 
young officers of Napier's Own on en- 
tering their messis to look around for a 
field officer and not finding one, to sa- 
lute Napier's portrait instead. The por- 
trait, occupying a place of honour, is of 
a person with a whispy grey beard and 
piercing black eyes, looking through 
gilt-framed spectacles. 

The lingering traditions are best re- 
flected in India's Republic Day fes- 
tivities, which are rounded off by Beat- 
ing Retreat — a massed bands display 
by the three services, every 29 January 
in New Delhi. Indian compositions and 
tunes have replaced what was left be- 
hind by the British but the last 
number, played with great devotion, 
remains the hymn Abide with Me. The 
cadets at the passing-out parades of 
the Indian Military Academy still 
march off to the tune of Auld Lang 







Indian 1 sto 
weapons and equipment it \ 

ing to them is the ease with which 
China established itself in the big- 
power league, largely on the basis of its 
armed might. Hence they do not scoff 
at the navy's proposal for one aircraft 
carrier each for the western and east- 
ern fleets, with a third to be held in 
reserve. 

The army hàs demanded and is to get 
tanks to match the latest armour of the 
American and European armies. The 
air force has demanded and has re- 
ceived or is to receive a wide range of 
Soviet-built MiG warplanes, from the 
MiG21 to the MiG29, as well as Anglo- 
French Jaguars and French Mirage 
2000s. The Soviets have also offered 
the very latest advanced MiG31. In- 
dian shopping missions have bought 






Syne. The Last Post followed by the 
Reveille played by buglers for a fallen 
soldier still continue to stir emotions as 
deeply as in colonial days. 


The officers mess remains the 
sanctum sanctorum of males alone, 
though a change is creeping in due to 
the gradual breaking up of the old 
family structures that in the past could 
take care of wives and children back 
home. Since families are now permit- 
ted for three months in a year even in 
field areas, women have been allowed 
to dine in the mess. But, the children 
still must be fed in the quarters and 
kept away to preserve the dignity of 
the dining room. 


he words of command on the 

parade ground, though now in 
Hindi, sound from afar exactly the 
same as they did in the British period, 
and a host of other rituals have re- 
mained unchanged. The annual battal- 
ion bara khana (big dinner) still in- 
cludes toasting the commanding of- 
ficer, with one soldier drinking down a 
tumbler full of neat rum after the call 
Saheb ki jai — hail the Sahib. 

But it is not just the trappings, such 
as old silverware, trophies of cam- 
paigns, panelled mess halls and chan- 
deliered dance floors, which are being 
preserved. The traditions extend to at- 
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helicopters, British-made Sea Harriers 
and Seacat missiles, airborne early 
warning systems, Soviet T72 tanks and 
West German-made HD209 submar- 
ines. 


Ithough some generals argue that 
A: is logical to opt for the best 

when replacing obsolete inven- 
tories, others question the purchase 
of too much sophisticated equipment 
on the grounds thàt.it could prove 
unsuited to local conditions and might 
not lead to improved effectiveness. For 
instance, they point. out that along 
most of the Indo-Pakistan border, 
tanks churn up thick clouds of dust, 
making it impossible to aim either 
missiles or guns accurately — despite 
the sophistication of these weapons. 





titudes rooted in history and based on 
the Indian general staff's strong faith 
in preserving continuity. Lieut-Gen. 
A. M. Sethna, the recently retired vice- 
chief of army staff observed: “Tradi- 
tion is the bedrock on which our army 
is built." 

Hence long after the departure of the 
British, each old battalion still remem- 
bers — with no apology but with pride 
— all the engagements in which it was 
involved during the subjugation of 
India and in defence of the British Em- 
pire's interests abroad. Typical are the 
3rd Guards, who count among their 
battle honours the part they played 
against the Marathas in 1779, and the 
fall of Seringapatam in 1799. Until 
1947, their annual battalion day was to 
celebrate their victory against the Sikh 
kingdom at Multan. After indepen- 
dence, they changed it to the commem- 
oration of their role under British com- 
mand in the Battle of Halfaya Pass, 
North Africa, during World War II. 

Starting off initially as three sepa- 
rate groups raised by the East India 
Company as the Madras Presidency 
Army, the Bengal Army and the Bom- 
bay Presidency Army, the British In- 
dian Army as a single entity did not 
emerge until well after the 1857 Sepoy 
Revolt, when Queen Victoria assumed 
direct charge of India as the Queen 
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who are to use such weapons also sup- 
ports the argument that simpler 
weapons might be more effectively de- 
ployed. 

Additionally, sophistication boosts 
costs steeply and even makes training 
expensive. It is not practical to fire a 
US$50,000 missile in a training exer- 
cise, but at the same time it is wasteful 
to let the same weapon fall victim to 
too long a shelf life during peacetime, 
thus becoming unserviceable. The 
local military does not use simulators 
as extensively as it could, arguing that 
simulated training does not prove too 
effective for combat operations. 

Some analysts point out that purely 
defensive systems are much cheaper 
and much less complex than offensive 
weapons but that an awareness of this 





Empress. Lord Kitchner, commander- 
in-chief from 1903 to 1908, merged 
the three to form a single organisa- 
tion. 

The regular officers' ranks remained 
closed to Indians until 1918 when a few 
of them were selected for a cadet 
school in India — but this was closed 
down within a year and the cadets 
were sent to the Royal Military 
Academy at Sandhurst to complete 
training. Places were reserved for the 
first time for Indians at Sandhurst at 
that time. All those Sandhurst-trained 
officers and those who were trained 
later at the Indian Military Academy at 
Dehra Dun and during World War II at 
various officer-training schools, were 
called “British officers" as opposed to 
"Indian officers," who had received 
the Viceroy's Commission. 

With the departure of the viceroy, 
these officers were re-designated JCOs 
(junior commissioned officers) and the 
institution was retained. It is as strong 
now as ever. Although the three ser- 
vices have the same ranks as the Bri- 
tish armed forces, from ordinary sol- 
dier, airman class II and rating to gen- 
eral, air chief marshal and admiral, the 
JCOs of the Indian Army are a relic of 
the British Indian Army and peculiar 
to the Indian and Pakistani armies 
alone. 
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among decision-makers because the 
Defence Ministry does not have the 
technical expertise correctly to 
evaluate the services’ demands. Even 
the prime minister's secretariat does 
not have specialists who enjoy the con- 
fidence of both the prime minister and 
the service chiefs to advise on defence 
issues. 

The politicians do not like the mili- 
tary, but they need it all the same be- 
cause it is expected to earn them an im- 
portance that moral posturing alone 
has failed to do in world affairs. Be- 
sides, since big powers must have big- 
threat perceptions — and India sees it- 
self destined for a major global role — 
it will continue to enlarge its security 
parameters. That should guarantee à 
secure future for the armed forces. D 





Promoted now on a points system 
rather than seniority, the JCOs are 
usually in their 30s and function ina 
system of three ranks — jamedar, sub- 
edar and subedar major. The subedar 
major is a veteran soldier with 20-25 
years' service, normally the oldest man 
in the unit, knows all the- officers, 
JCOs,  non-commissioned officers 
(NCOs) and most of the soldiers and 
above all knows what is going on in the 
battalion. Hence, as in British days, he 
continues to advise the commanding 
officer on morale, discipline and wel- 
fare of the other ranks. 


ntitled to be saluted by men and 

NCOs, addressed as “saheb” both by 
officers and other ranks and with their 
own separate mess to which they invite 
their officers, the JCOs are a special 
class. They have survived several at- 
tempts to do away with them on the 
grounds that they are an anachronistic 
institution that confuses an already 
complicated administrative structure. 
It is generally argued that the JCOs 
have become more conscious of their 
rights and privileges than duties. 

The leadership role of both the JCOs 
and their superiors has become in- 
creasingly difficult since indepen- 
dence because of the vast sociological 
changes that have occurred in the 
country and the armed forces. The po- 
litical turmoil makes all authority sus- 
pect, which encourages a general 
frame of mind that considers authority 
something to be outwitted and out- 
manoeuvred. Besides, though the 
chain of command and peculiar nature 
of the military organisation makes loy- 
alty a two-way traffic both upwards 
and downwards, the Indian psyche has 
begun asserting itself. 

These factors have not affected dis- 
cipline so far, though due to increasing 
urbanisation in the country there is à 
growing intake of what in the pre-1947 
era would have been considered “bar- 
rack-room lawyers," highly conscious 
of their rights and watching their 
superiors critically. Partly, this is a 





















































tigher level of education. 

lespite the reluctance of the top 
to replace familiar patterns with 
hing unknown, the increasing | 
ophistieation of equipment in the 
iy; necessitating better educational 
1ualifications for soldiers, and the in- 
easing economic pressures — result- 
ng even in bribes to recruiting officers 
= is bringing about a steady change. 
During the last days of the Raj, Mus- 
ms constituted 40% of the armed 
5, Sikhs 20%, other minority 
groups 10% and Hindus the remaining 
956. The armed forces now do not dis- 
setheir composition, but itis widely 
ieved Muslims form a small seg- 
t, Sikhs around 9.5% and Gurkhas 
including recruits from Nepal - 
und 2.5%. 







erty, soldiering has become a lucra- 
e profession. Compared with the 
tish days, when he was paid Rs 40 


inary soldier now gets Rs 542. His 
ting, food and clothing remain 
This compares favourably with 
ers. A lieutenant-colonel now is 
d the same salary the British were 
ring in 1937 — a 10-fold drop in real 
ms. Besides, the soldier now has 
ch better chances of promotion than 
efore independence, for each year 
und 25% induction to the officers’ 
‘aining academies is from the ranks. 
The officers’ training in India re- 
ains modelled on the British army, 
and air force institutions at 
3dhurst, Dartmouth and Cranwell. 
he accent during the training is on in- 
cating an elitist self- -per ception in 
ie. "gentlemen cadets,” though they 
. longer are drawn from a 
ackground of public-school educa- 
on or the Indian aristocracy or prin- 
elings. They are still taught to believe 
in what one retired officer describes as 
their "God-gifted superior status" 

ell as a tradition of integrity of 
haracter. 

-The fact, however, is that TT 
rightest young Indians these days 
| prefer business, followed by the civil 
" service. The armed forces no longer at- 
tract the best, and as a result, at any 
given time, the 40,000-strong army of- 
ficer corps establishment falls short by 
as many as 5,000. 

- This situation has lead to a peculiar 
phenomenon. As one general re- 
marked: “Our officers are quite all right 
amidst their own, But somehow they 
begin kow-towing as soon as they come 










































-old tradition. 


ainsi a backdrop of India's pov- 


3$3.60 at today's rate) a month, an 


across a civilian." That is hardly the | tar 
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tan, United States: Vice-President 


George Bush has been at pains to allay - 


Indian fears about US-Pakistan arms 
agreements. Bush gave assurances that 
modernisation of Pakistan's defence 
forces was not in any way aimed at 
India, but was necessary to counter 
Soviet and Afghan intentions in the re- 
gion. 


Indian Prime Minister Indira. Gan- í 


dhi has justified India’s 16% increase 
in defence spending (which may or 
may not include barter and soft-loan 
agreements with the Soviet Union) by 


pointing out that Pakistan isreceiving | 
weaponry that must be matched by . 


India: The spiral of acquisition, claims 
and counter-claims seems endless, and 
it is appropriate to examine the back- 
ground to an arms race between two 
countries which could be said to have 
higher. fiscal priorities than massive 
re-atmament. 

The security of India is not 
threatened by China. Sino-Indian 
talks on their comparatively minor ter- 
ritorial disputes are continuing and, 
though India is wary of Chinese moral 
and material support to Pakistan, it is 
apparent there is a welcome degree of 
rapprochement between China and 
India. 


forces and numbers approximately 4 
millior men. But despite its awesome 
numbers, it is an ill-eqt pped force 
that suffers from geriatric leadership. 
The tactics of the army are improving 
but are still more akin to the “human 
wave" concept used.in Korea in the 
1950s than to the sophisticated proce- 
dures employed by modern forces. The 
air force possesses some 5,300 combat 
aircraft but almost all are copies of 
obsolescent Soviet designs. The navy, 
though receiving some newer equip- 





ment, is essentially a coastal defence: 





force and does not have the inf 
ture or the ships to under ake pro- 
longed! blue- -water operations. 

se defence commitments are 
such that a high proportion o ofthe PLA 
ground and air forces are required to 
be stationed along the borders with the 









Soviet Union and Vietnam and, though 3 


there are sizable elements deployed in 
or near the areas in a e with Sdn 


- Brian Cloughley, an Australian Arm of- 
ficer, has spent some time in the Sub- 
Nations Mili- | 


mt Air Force 







—— with the Unite 


D: his visit to India and Pakis- | 


China's People's. Liberation 
Army includes ground; naval and air 





their capacity to o engage inan offensive 
is extremely limited. . 
In relating Chinese mie poten- 


tial to India's defence posture and ac- 


quisitions, it is difficult to sustain the 
notion that thelatter's most significant. 
increases in military capabilities can 
be attributed in any essence toathreat 
from China. |... | 

Pakistan does: have a — in its 
western. and northern regions. The re— 
cent employment. of Soviet strategic 
bombers in Afghanistan has caused 
considerable concern, and it is appa- 
rent the Soviet Union has the political 
will to emulate the 1973 bombing of 
Cambodia by the US. There have been 
instances of Soviet or. Afghan aircraft 
intruding into Pakistani airspace and 
it is for this reason that the Pakistan 
Air Force has improved. its reaction 
times. Such. improvement depends, 
however, on aircraft as well as pro- 
cedures, and the acquisition of F16 
multi-role aircraft from the US has fed 
Indian fears. about Pakistani inten- 
tions. 


here may indeed be substance.to 

India's claims that supply of the F16 
to Pakistan is not essential. in the con- 
text of the Soviet threat from Afghan- | 
istan. The F16 is a most effective strike 
aircraft, as well as being an intercep- 
tor, and it is arguable that. Pakistan's. 
ostensible purpose could. be met by 
late-model F5 fighters rather than by 
the ultra-sophisticated F16. It was un- 
fortunate — or timely, depending on 
one's point of view — that the F16 sup- 
ply agreement was publicised at the 
time of Israel's F16 raid on Iraq’s 
Osirak nuclear plant. This demonstra- 
tion of the aircraft's capabilities made 
India even more apprehensive about 
the re-equipment of the Pakistan Air 
Force and may well have contributed 
to the recent Indo-Soviet agreement on 


. the supply of MiG29s. 


The Indian Air Force at present has 
some 730 combat aircraft. The inter- 
ceptor force is based on the.MiG21, of 
which approximately 400 are in ser- 
vice, with a further 100 to be built. 

There are two squadrons of MiG23 


| fighters, and delivery of 40 French- 


built Mirage 2000 aircraft is to begin 
this year. It is likely that the current 


| Stock of 100 agile but obsolete Ajeet 


fighters — a version of the: Hawker- 
Siddeley Gnat built under licence in 
India — will be progressively replaced 








by MiGs of various types. . 
"The attack. capability | of the Indian 
pro y 90 MiG23s, 
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some 40 Su7s and two squadrons of 
Ajeets. The Anglo-French Sepecat 
Jaguar strike aircraft is being man- 
ufactured in India and despite com- 
plaints that British Aerospace is hold- 
ing up production by failing to deliver 
equipment, it is expected that at least 
45 of these aircraft will be in service 
within the next two years. 

The picture is one of an air force that 
is acquiring a comprehensive range of 
aircraft that can be used in all event- 
ualities and, though details of the re- 
cent Indo-Soviet agreement have not 
been made public, it is likely that 
India's inventory of modern combat 
aircraft will remain at about the same 
level, with older models being progres- 
sively replaced as new types enter ser- 
vice. 

The Pakistan Air Force has about 
260 fighters and strike aircraft, of 
which the 40 F16s are the backbone. 
The recent delivery of 32 Mirage Vs has 
increased the number of Mirages of 
various marks to approximately 100, 
and China has provided approxi- 
mately 60 Q5 fighter ground-attack 
aircraft. Pakistan's modernisation 
programme may also include acquisi- 
tion of airborne early-warning radar 
systems and, though the numbers of 
aircraft are insufficient to cope with an 
all-out Indian attack, there is no doubt 
that India’s concern is based on the 
mix of aircraft and their potential in an 
Indo-Pakistan conflict. It is obvious 
however, that Pakistan could not en- 
gage in an air war of attrition with 
India. Both air forces would perform 
very well indeed, but sheer weight of 
numbers on the part of India would re- 
sult, inevitably, in neutralisation — at 
least — of the Pakistan Air Force. 

But it is not only in the air that both 
countries are modernising. Their arm- 
ies are receiving vast quantities of 
weapons and other equipment that 
cannot be justified by other than 
mutual suspicion. The Indian Army is 
almost 1 million strong while Pakis- 
tan's strength is slightly less than half 
that. The majorities of both forces are 
deployed along their borders with each 
other and in the area of the line of con- 
trol in Kashmir. Following the Soviet 
interference in Afghanistan, Pakistan 
created a new formation headquarters 
in the west of the country, but the 
troops deployed along the Pakistani- 
Afghan border are mainly lightly arm- 
ed scouts. 

Pakistan has acquired about 100 
M48 A5 main battle tanks from the US, 


— — —— ee ee — — —— 
€ They are on a war footing... 
Pakistan and India must go to 
the conference table to discuss 
their differences . . . But time is 

running out.? 

Ln ed 
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bringing its M48s to about 400. The in- 
ventory of some 900 Chinese-supplied 
type 59 battle tanks is expected to re- 
main at about this number, with the 
fire-direction systems and main arma- 
ment being gradually updated at a re- 
build factory near Islamabad. India 
holds approximately 2,500 battle 
tanks, including 300 Soviet T72s, of 
which a further 400 are reportedly to 
be acquired over the next three years. 
Of more importance to the Indian 
Army's combat efficiency, it is to ac- 
quire the advanced BMP2 infantry 
combat vehicle from the Soviet Union 
which is, in the words of the military 
authority, David Isby, “one of today's 
most significant weapons systems.” 


akistan on the other hand is concen- 
trating on artillery and is receiving 
some 220 towed and self-propelled 
pieces ranging is size from 155mm to 
203mm. It is not known whether India 
is countering this increase in Pakis- 


The 1971 war: now, a spiral of weapons acquisition. 
tan's inventory by acquiring similar 
advanced weapons from the Soviet 
Union, but it is likely that the recent 





negotiations with Soviet Defence 
Minister Dimitriy Ustinov resulted in 
such an agreement. The US had offered 
India 155mm howitzers, but it appears 
that the memorandum of understand- 
ing about their supply may have been 
overtaken by more attractive Soviet 
offers. 

The armies of both Pakistan and 
India are well-trained and highly 
motivated. Their weapons are being 
updated and their command arrange- 
ments are sound and professional. 
They are, indeed, ready for war, but it 
must be asked: against whom? 

India's naval re-equipment pro- 
gramme is impressive. The navy is ac- 
quiring six more landing craft to give a 
total carrying capacity of about a bat- 
talion-size battle group, including 
armour and artillery support. Other 
purchases and construction include a 


total of 20 submarines, cruisers, de- 


stroyers and frigates, and the Vikrant- 


carrier battle group has received Sea 
Harrier aircraft from Britain. 

The Indian coastline measures some 
5,600 kms, and it is important that the 
navy be equipped to defend it. But the 
type of vessels entering service pro- 
duce a picture of power projection 
rather than of littoral defence. The In- 
dian Navy will be capable of extending 
the country's influence well beyond 
the immediate area by the end of this 
decade and could ensure a blockade of 
Pakistan within a few days of hos- 
tilities breaking out. 

The Pakistan Navy is minute and is 
only adequate to police inshore waters. 
Its blue-water capability is extremely 
limited, being confined to nine de- 
stroyers, six ocean-going submarines 
and a former British World War IL 
training cruiser. The current strength 
of the Indian Navy is 47,000 as against 
Pakistan's 11,000, and it is expected 
that this ratio will 
continue for the 
foreseeable fu- 
ture. Pakistan 
however, has re- 
ceived anti-ship 
missiles to equip 
its land-based 
aircraft, and its 
anti-submarine 
capability is suf- 
ficient to protect 
its small fleet 
at the moment. 
When India re- 
ceives the "Super 
Searcher” com- 
mand-and-con- 
trol radar systems 
from Britain, the 
balance of tech- 
nology will be 
greatly in India's favour and this 
equipment — linked with the impres- 
sive surface fleet and the potent Sea 
Harriers — will ensure Indian domina- 
tion of regional waters. 

India and Pakistan are engaged in an 
uprecedented race for weaponry. India 
does not face a threat from outside the 
Subcontinent and Pakistan — though 
presented with a monolithic military 
presence to its west and north — can- 
not genuinely expect a full-scale 
Soviet invasion of its territory. It is ap- 
parent that the enormous increases in 
the inventories of both countries' 
armed forces are intended to counter 
each other and that such amelioration 
is caused by their respective percep- 
tions of likely political developments. 
There is one main issue in the Subcon- 
tinent that militates against a slowing- 
down or reversal of the arms race. This 
is Kashmir. 

For 37 years the Kashmir problem 
has bedevilled the region, and a peace- 
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there can never be harmony be- 


tween Indian and Pakistan, and there || * 
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will continue to be diversion of much- 
needed development money to warlike 
preparations. It cannot be said that 
settlement of the Kashmir question 
will immediately result in instant 
friendship between India and Pakis- 
tan, but it would at least have the effect 
of removing the major cause of mutual 
distrust. 

The easiest solution would be to ac- 
cept the status quo in Pakistani- and 
Indian-occupied Kashmir and to de- 
clare the present line of control to be 
the international border. Both govern- 
ments would have to accept consider- 
able political discontent within their 
countries (and India cannot, for the 
moment, afford another internal 
schism), but the long-term benefits 
would outweigh the short-term dif- 
ficulties. 

The defences and economy of India 
are in thrall to the Soviet Union and 
will continue to be so for the foresee- 
able future. Pakistan has been success- 
ful in maintaining cordial relations 
with China and the US without enter- 
ing into formal alliances, but depends 
on them for arms supplies. The US is 
determined to thwart Soviet ambitions 
in the region and will continue to give 
China what encouragement it can in 
accomplishment of that aim while 
China, keeping the US at arm's length 
and wholly distrustful of the Soviet 
Union, will maintain a pro-Pakistani 
but pragmatic attitude to such deve- 
lopments as may take place. 


he situation is complex and danger- 
ous as India and Pakistan are, 
to an extent, pawns in the superpow- 
ers’ game. The polarisation of East and 


West is being mirrored in the Subcon-, 


tinent and it is regrettable that these 
two neighbours should be drawn into 
such a vortex. They are, after all, 
sovereign states, and it is within their 
competence to resolve their difficulties 
without the influence — benevolent or 
otherwise — of other countries. 

Both India and Pakistan could 
achieve a credible defence (which is a 
prime duty of a government to its peo- 
ples) without mortgaging their cedar 
There is no possibility that Pakistan 
could initiate a war with India, for to 
do so would be to court disaster. India 
has the strength to do so but cannot 
seriously want to occupy Pakistan. 
Their defence forces are, however, on a 
war footing, and acquisition of more 
weapons simply increases the possibil- 
ity of conflict because there can never 
be parity between them. 

Pakistan and India must go to the 
conference table to discuss their dif- 
ferences. Even if East and West cannot 
agree on reductions in their armed forces, 
there is no reason why such an agree- 
ment could not be forged inthe Subcon- 
tinent. But time is running out. u 
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India's fighting strength 


Population: 723,500,000. 
ilitary service: voluntary. 

Total armed forces: 1,120,000. 

Estimated GDP 1980-81: US$162.42 billion. 
1981-82 US$160.64 billion. 

Estimated defence expenditure 
US$5.57 billion, 

GDP growth; 4:8% (1981), 2% (1982). 

Inflation: 12.7% (1981). Bp", (1982). 


Army: 960,000. 

8 corps HQ. 

2 armd divs. 

1 mech diy. 

18 inf divs. 

10 mountain divs. 

5 indep armd bdes. 

7 indep inf bdes. 

1 para bde. 

17 indep arty bdes, incl. approximately 20 AA 


AFV. | 800 T54/55, 200 T72, 1,100 Vijayanta 
MBT, 100 ^ie y MICV; 400 BTR50/60/ 152, 


1982-83: 


OT62A/64A A 
ae: Yug M48 76mm, 25-pdr (retiring), 300 
1944 100mm, 105mm, 550 M46 130mm 
(some SP), 5.5-in (retiring), S23 180mm guns; 
75/24 mountain, 105mm (incl. M56 pack, 
Abbot SP) how; 81mm, 500 120mm, 20 160mm 
mor. 

ATK: M18 57mm, Carl Gustav 84mm, M40 
160mm RCL; 56mm ATK guns; SS-11-B1, 
Harpoon, Milan ATGW. 

AD: 20mm, 40mm, L/60mm, L/70mm, 500 3.7-in 
towed, ZSU23-4 SP AA guns; SA6,SA7, SA9, 
40 Tigercat SAM. 

(On order: BMP MICV; Sagger, Milan ATGW 
launchers, 3,700 msls.) 


RESERVES: 200,000. Territorial Army 50,000. 


— 47,000, incl. naval air force, 
8 Sov F-class submarines. 
1 Br Majestic aircraft carrier (capacity 18 at- 
tack, 4 ASW ac). 

1 Br Fiji cruiser (trg). 

2 Sov Kashin II destroyers with 4 Styx SSM, 2 x 
2 SA-N-1 SAM, 1 Ka 25 hel. 

21 frigates: 6 Leander with 2 x 4 Seacat SAM, 1 
hel; 2 Br Whitby with 3 Styr SSM; 10 Sov 
Petya II; 3 Br Leopard (trg). 

3 Sov Nanuchka corvettes with 4 SSN2 SSM, 1 
SA-N-4 SAM. 

8 Sov Osa-I (6 FAC[M], 2 FAC), 8 Osa-II with 4 
Styx SSM. 

1 Abhay, 6 SDB2 large patrol craft. 

6 Sov Natya ocean, 4 Br Ton coastal, 4 Br Ham 
inshore minesweepers. 

6 Sov Polnocny LCT, 4 LCU. 

(On order: 4 Type 1,500 submarines, 3 Kashin- 
class destroyers, 6 Godavari [modified Lean- 
der] GW frigates, 2 Nanuchka corvettes, 6 Pol- 
nocny LCT.) 


Bases: Western Fleet: Bombay, Goa. Southern 


Fleet: Cochin. Eastern Fleet: Vishakapatnam, 
Port Blair. 


NAVAL AIR FORCE: (2,000); 36 combat ac, 26 
combat hel. 

2 attack sqns with 15 Sea Hawk, 8 Sea Harrier 
FRS Mk-51 (2 trg) (10 ac in carrier). 

1 ASW sqn with 5 Alizé 1050 (4 in carrier), 

2 MR sqns with 5 Super Constellation, 3 N 38 


May. 

5 ASW hel sqns with 10 Sea King, 5 Ka25 Hor- 
mone (on Kashins), 11 Alouette HI. 

| SAR/liaison hel sqn with 10 Alouette Il. 

3 trg/comms sqns with 7 HJT16 Kiran, 4 Vam- 
pire T55, 10 Islander (some recce), 1 Devon, 2 
Sea Hawk ac; 4 Hughes 300 hel. 

(On order: 3 I1 38 MR ac; AM 39 Erocet ASM.) 


Air Force: 113,000; 727 combat aircraft. 

3 It bbr sqns with 35 Canberra B(1)58, B(1)12 (to 
be replaced by Jaguar and MiG25). 

11 FGA sqns: 3 with 40 Su7BM/KU; 1 with 10 
Hunter F56/56A (to be replaced by Jaguar); 2 
with 40 Jaguar GR1, 6 T2; 2 with 50 HF24 
Marut (being replaced by Ajeet); 3 with 90 
MiG23BN Flogger H. 

20 AD sqns: 14 with 300 MiG21/FL/PFMA/MF/ 
bis/U; 2 with 40 MiG23MF Flogger G; 4 with 
100 Ajeet (mod Gnat). 

2 recce sqns with 8 Canberra PR57 (being re- 
placed), 8 MiG25. 

4 hel sqns with some 60 Cheetah (Lama). 

3 trg and conversion sqns with 12 Canberra T4/ 
13/67, 30 Hunter F56/T66, 40 MiG21U. 

10 tpt sqns: 5 with 90 An 32; 2 with 30 An 12; 2 
with 20 DHC3; 1 with 16 DHC4, 2 Boeing 737- 
248 (leased). 

1 comms sqn with 16 HS748M. 

2 liaison flts with 16 HS748, 5 An 32. 

5 tpt hel sqns with 60 Mi 8 

3 Haison hel sqns with 100 Chetak (Alouette III), 
some with 4SS 11 ATGW. 

Trainers incl. Jaguar, 13 MiG23UM Flogger C, 
65 HT2, 85 Kiran 1/1A, 15 Marut Mk 1T, some 
HPT32 (replacing HT2) 44 TS4 Iskra, 27 
HS748 ac, Chetak hel. 

AAM: AA2 Atoll, R550 Magic. 

ASM: AS30. 

30 SAM sqns with 180 SA2/3. 

(On order: 115 Mirage 2000, [75 to be locally as- 
sembled], 115 r [to be locally assem- 
bled], 48 MiG23MF Flogger G, MiG21bis, 40 
Ajeet fighters; 10 HS748 tpts; 40 Iskra, 90 
Kiran Mk 2, 140 HPT 32; 171 HAWK trg ac; Mi 
8, Mi 24, 45 Chetak hel.) 


Paramilitary Forces: Border Security Force, 
85,000; 175,000 in other organisations. 
Coastguard 2,000: 2 ex-Br Type 14 frigates, 2 
FAC(P), 5 Poluchat large patrol craft, 5 De- 
fender ac, 4 Chetak hel. 


. (On order: 3 offshore, 9 inshore patrol vessels, 9 


It tpt ac, 6 hel.) 


Source: International Institute of Strategic Studies, 
London. 
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recrronic paris in iNantes, 

experimental crops in Abu 
Dhabi. Two real business op- 
portunities. And two locations 
served by the international 
network of Banque Indosuez, 
now covering 65 countries. 

Banque Indosuez owes 
its efficiency to a network 
which includes the major coun- 
tries of Western Europe, the 
Middle East, as well as North 
America and 18 countries 
throughout Asia - Australasia, 
with roots going back in 
some cases to the last century. 

Nantes, Abu Dhabi, New 
York, Tokyo, Sydney, Panama, 
Singapore, London, Peking... 
its in-depth experience 
makes it possible for Banque 
Indosuez to help its clients 
take advantage of opportu- 
nities throughout the world, 
no matter how unusual or 
unexpected. 

French international 
bank with human dimension, 
areliable partner aiding busi- 
ness to expand, providing 
trade and export financing: 
Banque Indosuez opens 
up a whole world ot oppor- 
tunities. 


BANQUE 
INDOSUEZ. 

A WHOLE WORLD 

OF OPPORTUNITIES 














BANQUE INDOSUEZ 


Head office : 96, boulevard Haussmann - 75008 Paris 











760 GLE (2.8 litre, V-6 petrol, 156 hp DIN/115 kW DIN). Unique surface treatment includes five intermediate coats ang top coat. In-factory rustproofing treatment. Average life expectancy 20. 
INDONESIA: Pt Central Sole Agency, Jakarta, JAPAN: Teijin Volvo Corporation, Tokyo, MALAYSIA: Federal Auto Holdings Berhad, Kual 


For personal export, please contact your nearest Volvo Deale 









e your heart beat faster 
h heavy city traffic and slc 
into a — parking spot. 
Imagine a luxury sedan with all the power, road holding 

and cornering ability you want. 
Imagine the looks you'd get. 





irs, according to the Swedish Motor Vehicle Inspection Company. Specifications may differ from market to market. For further information, please contyct; HONG KONG: Cimbria Motors Ltd, 
T C Bongkok. 


npur SINGAPORE: SM Motors Pte Ltd, TAIWAN: Cannon Taiwan Limited\ Taipei, THAILAND: Swedish M 
Volvo Tourist & Diplomat Sales, S-405 08 Göteborg, Sweden 


otors Corporation Ltd 








Trans-Pacific. JAL’s terrific. 


It's always a pleasure for us to fly you from Asia to 
America, via Tokyo, with regular connecting flights from . g 
major Asian cities. So we have built upa regular schedule  - 
from Tokyo that is second to none. | E 

The airline with the largest fleet of B747’s offers 
over 60 flights a week to 7 U.S. cities and Vancouver. _ 

Our Executive Express leaves Tok 4 yo every day and | 
is the first to arrive in New York. - — 

We fly you non-stop from Tokyo N larita, arriving in 
New York at 11.30 a.m. the same day. So it's the perfect - 
businessman’s special. 

With First Class, more legroom in our new JAL | 
Executive Class and serene Japanese service all the way. 

On the world's second largest airline* you'll 
experience the warmest hospitality, and gracious service, 
as much a pleasure to give as it is to receive. 

Fly Trans-Pacific with us. 


t’s always a pleasure. 







Anchorage 





JAPAN AIR LINES _ 


Seoul 
Taipei 
Pusan 
Manila 


HongKong oO — 
Bangkok UO — cua da 
Singapore EZ aa UD 


Kuala Lumpur . San Francis 
Jakarta — 
Lo 





B Honolulu 


* Source: International Air Transport Association. 
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INTER. CONTINENTAL SERVICE 

Even in a part of the world where fine service 

is a tradition, ours stands apart. We give the same 
attention to both your business and personal needs. 
That's another InterContinental advantage. 


INENTAL 


———— — 


IN THE PACIFIC AND ASIA THE ADVANTAGE IS INTER: CONT 





DINTER: CONTINENTAL HOTELS 


BANGKOK. Dramatic architecture and Inter* Continental style and service distinguish the Siam Inter* Continental, situated on 26 acres of former palace gardens 
COLOMBO. On a splendid beachfront, facing the Indian Ocean, the Hotel Ceylon Inter* Continental enjoys the city's best location and a superb business center 
HONG KONG. On Hong Kong Island, featuring the city's newest, superbly equipped business center, the Furama Inter* Continental enjoys the best location in the 
Central business district. JAKARTA. Set among twenty-three acres of gardens with sports facilities, tennis, squash and jogging, the Borobudur Inter* Continental is 
considered the business traveller's country club. MANILA. Nestled in the Makati area, the Inter* Continental Manila is perfectly located for finance and commerce. 
The quality service is quite outstanding. SINGAPORE. At the Pavilion Inter* Continental Singapore, you can be in the heart of the international banking center 
by day and dine at Maxim's de Paris at night. Our spectacular atrium is rightly considered a local landmark. SYDNEY. The Inter* Continental Sydney opens in 
late 1985. TOKYO. The Keio Plaza Inter* Continental, minutes from Shinjuku's entertainment and shopping center, has its own airport limousine service 





INTER: CONTINENTAL. More than 80 superb hotels around the world. 





e THE REVIEW's Washington corres- 
pondent, Nayan Chanda, has finally 
settled in to his new post. By which I 
do not mean that he and his wife 
Geeta have found a house, friendly 
neighbours, a school for son Amit and 
plugged themselves into that section 
of Washington society which is in- 
terested in our part of the world — 
they've done all that. Much more im- 
portant, he has passed his American 
driving test. 

In the United States, distances are 
such and cities so spread out that 
existence without a car is a below- 
breadline business. Thus, as everyone 
has a car, everyone has a driving li- 
cence — and if you are without one, 
you are a non-person. Go to a bank to 
cash a travellers cheque and they'll 
ask for two proofs of identity — your 
driving licence and one other (the li- 
cence gets priority even over a pass- 
port). The same at shops, government 
offices and restaurants (for checking 
credit cards). 

So, Nayan has a licence and has 
achieved person status. As he re- 
marked: "Here in the US it's not a 
question of Je pense, donc je suis; it's 
more a matter of Je conduis, donc je 
suis." 
€ JAPANESE toilets could provide a 
fruitful subject for study by some as- 
piring sociologist. I have descanted 
before in these columns on some of 
the astonishing phenomena to be 
found in Japan's public and private 
lavatories — from hilarious instruc- 
tions for Japanese on how to use 
Western-style facilities (and even 
better ones telling gaijin how to per- 
form Japan-style) to obscure illustra- 
tions on the slippers into which Ja- 
panese change especially for the oc- 
casion. 

My inquiries have failed to reveal 
whether the heated toilet seat is a Ja- 
panese invention — or yet another 
example of Japan's innovative use of 
technology developed elsewhere. But 
I can confirm just how comforting is 
the oval of warmed plastic when the 
weather is freezing (the seats are 
surely another manufactured item 
which, with good marketing, should 
export well to the colder climes 
where central heating is not the 
norm). 

The net effect of a warmer post- 
erior is that one tends to stay longer 
in the loo and, as the Japanese are 
determined to fill every unfor- 
giving minute with 60 seconds' worth 
of distance run, they have intro- 
duced educational lavatory paper — 
each sheet bearing a lesson: a new 
English word for the language stu- 
dent or a short story. Of course, in 
the circumstances, revision is dif- 
ficult. But only in Japan can one 
.emerge from the smallest room in 
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the house flushed with knowledge. 
So far so good. But the latest bath- 
room fitting is hardly fitting. A radio 
and cassette tape have been built into 
the water tank which is fitted with a 
pair of earphones for stereophonic 
sessions — while the lid of the toilet is 
decorated with a portrait of pop sing- 
ing star Olivia Newton-John. Surely 
she did not give her permission? Any- 
way, the units are, with dreadful pre- 
dictability, being marketed in the US 
as Olivia Newton johns. 
€ CRIME is on the increase in South 
Korea, and Young Yue Joo, chairman 
of a local "Self-Utility Managing 
Committee," is determined to do 
something about it — though exactly 
what could remain obscure owing to 
some wobbly syntax and a terrible 
dearth of full stops in the circular he 
dispatched to neighbouring resi- 
dents: 


*On the occasion of green season, I 
wish your home good luck and happi- 
ness, These days almost every day 
newspaper or Mass Com the terrible 
strong offensive news are reported. In 
such a circumstance the scheme of of- 
fense and crimes are changed in many 
ways and it increases more and more 
every day that theft turns for burglar 
and burglar for murderer burglar and 
that the foreign consulates-Spain, 
Sweden and India are moved for 
other place that's why police guards 
were automatically withdrawn at 
this reality of the crimes getting bad 
to worse, so that the space for guards 
is caused. For this reason the Utility 
Managing Office set up a policy to 
keep away from various crimes and 
make every effort to take action 
promptly when the crimes are hap- 
pened that's why we approved to do 
business for the emergency alert bell 
to be connected to utility managing 
office from each home and each home 
should provide the expense. 

Presently in view of estimates from 
a few majoring enterprisers, it will be 
about 60,000 won for each home to be 
provided in its expense and asked the 
president of Gold Star residing in our 
villiage for planning and we must 
find out accurately the numbers of 
households they want so that the esti- 
mates can be made and hope you will 
apply for it to the Utilities Managing 
Office by May 10; 1984 and your good 
idea for this business will be ap- 
preciated. In case of it does not apply 
by May 10,1984, we regard you give it 
up.? 


è CHINA'S newsagency, Xinhua, is 
faithfully mirroring the new liberal 
spirit, occasionally producing copy 
worthy of any Western tabloid. A re- 
cent pre-Olympic Games item re- 
ported that Shi Meiqin, champion of 
the women's springboard diving at 
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the 1983 University Games, is setting 
the fashion in hairstyles for China's 
women divers. “Her layered curls, 
specially designed for her by top 
stylist Zhang Xueming to resemble 
the spray of water as she dives, are 
the current rage of her profession,” 
the item claimed — apparently forget- 
ful that top divers are not supposed to 
produce a spray as they enter the 
water. But let us not quibble, as 
Xinhua reports: “Zhang, of Shang- 
hai's biggest hair salon, has two pre- 
vious hits to his credit this year," one 
for badminton players (a flying swan 
motif) and the other for rhythmic 
gymnasts (a shoulder-length slender, 
elegant draped look). The 59-year- 
old hairdresser plans to design 
hairstyles for women in all the other 
main sports. He admires the women's 
spirit of devotion. "They have won 
honours for the country and are enti- 
tled to gifts from the people. Mine is 
an attractive hairstyle," he says. 

è EVEN Xinhua makes mistakes. On 
8 April it reported from the city of 
Changsha that a block of ice, weigh- 
ing 2.5 kgs had fallen from the sky at 
1:05 p.m. into a school playground. 
The block, with two translucent ends 
and a snow-white middle with 
stripes, was placed in a refrigerator 
for research purposes, while elderly 
residents told Xinhua that it was 
"very rare to have such a huge block 
of ice falling in the springtime" — 
from which it would appear that it 
was a reasonably frequent occur- 
rence during other seasons. 

Five days later, Xinhua somewhat 
abashedly admitted that the research 
had revealed that the block of ice was 
man-made: "When transported to a 
factory near the primary school ... 
the block fell to the ground. It was 
picked up and thrown into the play- 
ground,” the agency confessed. 


e ALI Zakar writes from Ulu Baran 
with a headline from the Sarawak 
Tribune of 20 April: 
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He comments that he would be 
most interested in a job in a govern- 
ment department which was able to 
produce tighter control from entering 
unattached females, adding that it is 
little wonder the matter is the re- 
sponsibility of the Minister with Spe- 
cial Functions. 
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The idea of a conference between the two Koreas and the 
US, hosted by China, is on the back burner but not dead 


By Richard Nations 

he United States State Department 

has considered a plan which calls 
for Washington to accept North 
Korea's proposal for three-party talks 
with the US and South Korea, but only 
on the condition that China hosts the 
conference in Peking, the REVIEW has 
learned. 

The plan has provoked considerable 
controversy in Washington and has 
been set aside — at least for the time 
being — by Secretary of State George 
Shultz as unacceptable to South 
Korea. But well-informed sources say 
that the idea is far from dead since it 
provides a way, when the time is right, 
to square China's steadfast support for 
the tripartite formulation of its North 
Korean ally with Washington's in- 
terest in involving China as Pyong- 
yang's guarantor in any conference on 
the Korean peninsula. 

Rumours of the "three-and-a-half 
conference" plan — as American offi- 
cials refer to the proposal for tripartite 
talks, with host China being the half — 
circulated in Peking's diplomatic cir- 
cles shortly before the arrival of US 
President Ronald Reagan on 26 April. 
Some expected Reagan to sound out 
China's elder statesman Deng Xiao- 
ping on the idea in hopes of a break- 
through towards the Korean confer- 
ence Washington has been seeking for 
several months. 

But shortly after Reagan's depar- 
ture, a senior US official told the 
REVIEW that the proposal has only been 
debated within the administration and 
not raised with either the Chinese or 
South Koreans, though there are indi- 
cations that both Peking and Seoul are 
aware of the plan. “The conditions are 
not yet ripe for three-power talks," 
commented a Western diplomat in Pe- 
king, well informed of US thinking, 
"because the South Koreans simply 
are not ready for any such talks 
now." 

Shultz is known to think that Seoul 
would view the plan as a move to 
negotiate with China over South 
Korea's head, at a moment when he is 
particularly concerned that no steps on 
the delicate Korean issue be taken 
without Seoul's full cooperation. 

The secretary flew directly to Seoul 
from Peking after the Reagan visit to 
reassure South Korean Foreign Minis- 
ter Lee Won Kyung publicly in a 1 May 
banquet toast that "we have not for- 
gotten, nor will we let the world forget, 
North Korea's senseless and tragic at- 
tack at Rangoon" — a reference to the 
October 1983 assassination of four 
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South Korean ministers by comman- 
dos from the North. 

Moreover, North Korean President 
Kim Il Sung's plans to visit the Soviet 
Union late in May (REVIEW, 24 May) is 
thought to have made China wary of 
any initiatives which would appear to 
dilute its support for Pyongyang's 
tripartite proposal for fear of driving 
the temperamental Kim closer to Mos- 
cow. 


B: some Peking-based diplomats 
caution against dismissing the con- 
ference plan, even though they do not 
expect to see it materialise soon. 
Washington and Pyongyang are far 
closer than appears on the surface to 
agreement on at least the formal terms 
of a conference. Moreover, Peking and 
Washington have common interests 
not only in reducing tensions on the 
Korean peninsula, but in retaining 
leverage over their respective Korean 
allies. The conference, these sources 
say, is a compromise tailored to these 
broader dimensions of the Korean 
deadlock: 
» While anxious to close ranks with 
South Korea, Washington has stopped 
well short of an unqualified endorse- 
ment of Seoul's proposal for bilateral 
talks between the two Koreas, coupled 
with a demand that Pyongyang 
apologise for Rangoon before any talks 
are possible. This is viewed in 
Washington as a formula. to exclude 
outside powers and freeze the situa- 
tion, giving Seoul, in effect, a veto over 
Washington's Korean policy. 

But the key to Shultz' approach is to 
gain flexibility by involving China, 
and his departure statement on 2 May 
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that he does not intend to abandon that 
now. “In our meeting with the Chinese 
we stated our view on the possibility of 
expanded talks, if both Korean parties 
so prefer," he said. 

» China is thought to be quietly advis- 
ing Pyongyang of the futility of sus- 
taining an arms race on the Korean 
peninsula for fear that North Korea 
can maintain à credible military op- 
tion only with Soviet military assist- 
ance. ! 

Instead, China advises the North to 
adopt a policy of peaceful reconcilia- 
tion towards the South — similar to its 
own proclaimed approach towards Tai- 
wan and Hongkong — while opening to 
"friendly capitalist countries" such as 
Japan and the US. A conference there- 
fore may be the best China can offer 
North Korea as am alternative to de- 
pendence on Soviet military aid, a 
European diplomat in Peking com- 
mented. 

» The tripartite formula now iden- 
tified publicly with North Korea was 
initiated by Washington through dip- 
lomatic channels. Last September, à 
senior US official told the REVIEW, the 
State Department informed the North 
Koreans through the Chinese that the 
US "would be willing to participate in 
any talks in which the South is repre- 
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view with the Soviet newsagency Tass 
on 31 March. Washington has not for- 
mally responded to Pyongyang’s 10 
January proposal, leaving the possibil- 
ity of a three-party conference open, 
with South Korea represented "on an 
equal footing." 


he Rangoon incident, which occur- 

ed within a fortnight after Wash- 
ington's demarche was conveyed to 
Pyongyang, shifted the focus from 
the terms of a conference to the sincer- 
ity of any proposals put forward by 
Pyongyang, and the Reagan visit failed 
to make any headway in removing this 
stumbling block. Even in private, the 
North Koreans have apparently re- 
fused to deviate from their official line 
that South Korean President Chun 
Doo Hwan was behind the Rangoon 
massacre, thus putting Peking in a very 
delicate position. “China cannot invite 
North Korea to a conference unless, as 


the host, it is in a position to assure 


Kim Il Sung that the question of Ran- 
goon is not raised," a diplomatic 
source commented. | 

Out of deference to Seoul, however, 
US officials are not willing yet to give 
China any such assurances. During the 
Reagan visit, Chinese Foreign Minister 
Wu Xueqian pressed Shultz hard to ac- 
cept the North Koreans' three-party 
proposal on the plea that “Rangoon is 
now behind us," according to a source 
present. But Shultz refused to drop 
Rangoon, replying that he knew the 
late South Korean foreign minister Lee 
Bum Suk — one of the bombing victims 
~~ personally and could therefore 


understand the grief felt by the South - 


Korean people. 


According to one Asian diplomat in | 
Peking, China has been sounded out on | 


a three-and-a-half conference and has 
not rejected it. “We have not been ap- 
proached, but the proposal [for Peking 
to host such a conference] has been 
mooted by friendly sources,” a senior 
Chinese official told the source. “It im- 
plies a certain approbation of the 
idea,” the diplomat said. 

Moreover, Kim’s visit to Moscow has 
raised the stakes of involvement in 
Korean affairs for all outside powers. 
Diplomats in Peking say China is as 
apprehensive as the US that Kim will 
turn to Moscow for military aid as the 
price of granting refuelling and naval 
facilities for the Soviet Pacific fleet at 
ports on North Korea’s west coast, out- 
side Japanese and American control of 
the Sea of Japan. This, prospect both 
complicates a conference, particularly 





if it is to exclude the Soviet Union, and. 


makes. it more urgent, some diploma 









During 1983 Credit Suisse and Credit | 
suisse First Boston managed and co- managed | 
worldwide debt issues aggregating an 
equivalent of over US $ 40'000'000'000. 


For Investment 
Banking-Credit Suisse. 


Since its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, gov- 
emments and supra-national 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 
rely on the long-standing experience 
and placing power of Credit Suisse 
for the ol market financing and 
investment needs. And for goo 
reasons. 125 years in investment 
banking and its close partnership with 
Credit Suisse First Boston have 
made Credit Suisse one of the leading 
issuing and distributing financial insti- 
tutions in the world. _ 

Moreover, underwriting specia- 
lists are involved in the latest issuing 
and syndication techniques, are 
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working around the clock in an inter- 
national network to meet clients' 
needs and are dealing with clients in 
their own language. . | |^ ^ 

As borrowers become in- 
creasingly aggressive in tapping inter- 
national capital markets, they are — 
relying on the expertise of Credit ^ 
Suisse and its partners for investment. 
and commercial banking needs. | 
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By Nayan Chanda in Washington 


AT move by White House strate- 
gists to score publicity points for 
United States President Ronald Rea- 
gan's foreign policy was aborted by a 
last-minute postponement of a meeting 
by Hanoi. If things had gone as plan- 
ned, an American team would have 
brought back from Hanoi remains of 
US servicemen to Honolulu on 22 
April, the day Reagan arrived there 
from California on his way to Peking. 

Had Hanoi not postponed the ren- 
dezvous for *technical reasons," Ame- 
rican TV viewers would have seen à 
moving scene of Reagan in Hawaii, 
honouring the remains of the men who 
fell in Vietnam. The event would have 
emphasised Reagan's success in serv- 
ing American interests in dealing with 
both China and Vietnam. 

Hanoi announced the postponement 
of technical talks with a US Joint 
Casualty Resolution Centre team on 19 
April — the day they were scheduled to 
begin. Hanoi had informed the US that 
it would hand over the remains of eight 
men during the three-day visit. How- 
ever, as Reagan's plans were kept sec- 
ret, the last-minute postponement, 
though it bitterly disappointed Reagan 
aides, caused no public embarrass- 
ment. 

While the Reagan administration 
condemns Vietnamese occupation of 
Cambodia and supports the Asean- 
backed UN formula for a settlement. 
its foremost interest has been the resol- 





Softly 


does it 


Weinberger takes a more 
realistic approach towards 
Japanese defence spending 


By Mike Tharp in Tokyo 


nited States Defence Secretary 

Caspar Weinberger's low-key ap- 
proach in talks on bilateral military is- 
sues with the Japanese Government 
continued the Pentagon's increasingly 
realistic tack toward Tokyo's defence 
posture. Problems over security co- 
operation will recur and the adminis- 
tration President Ronald Reagan will 
continue to urge in private that Japan 
upgrade its military capability. But as 
Weinberger’s 10-11 | May visit 
suggested, Washington has become 
more aware of what the Japanese are 
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Hanoi denies Reagan a publicity coup on the return of MIA 
remains and forgoes a rare chance to win praise from him 


ution of the issue of some 2,400 
Americans missing in action 
(MIA) in Vietnam. Apart from 
Reagan's longstanding interest 
in the question, thanks to the 
lobbying of the National League 
of Families of American Prisoners 
and Missing in Southeast Asia, the MIA 
issue is still of national concern. 

The adminstration has already 
earned credit for its vigorous promo- 
tion of the cause by repeated public 
statements and by sending two high- 
level delegations to Hanoi. In June last 
year, Vietnam handed over the remains 
of eight men but, reacting to public US 
criticism that it was not doing enough, 
Hanoi postponed further talks on the 
subject. However, following a trip to 
Hanoi in February by Assistant Sec- 
retary of Defence Richard Armitage, 
the highest official delegation since the 
US withdrawal from Vietnam in 1975, 
the Vietnamese agreed to return more 
remains. 

The REVIEW has learned that the plan 
for a presidential stop in Hawaii, 
where he would be at hand for the last 
home journey of another eight US ser- 
vicemen, was developed during this 
high-level meeting. In his talks with 
Armitage, Vietnamese Foreign Minis- 
ter Nguyen Co Thach promised to ac- 
celerate the search for American MIAs 
and agreed to resume technical talks 
on the MIA issue suspended since mid- 
1983. 


able and willing to do 
on defence and, more 
important, what they 
are not able to do. 

That realisation dove- 
tails with the grow- 
ing emphasis placed 
by Reagan on the 
Asian region as a 
whole and US strate- 
gic interests in it, 
Weinberger came to 
Tokyo from Seoul, and 
his message was similar 
in both North Asian 
capitals: the Reagan 
administration’s secu- 
rity policy in East 
Asia and the Pacific 
hinges on Tokyo’s and 
Seoul's cooperation with the US. 

Describing the visits ~of 


senior 
cabinet officials to Tokyo and Seoul as 
“indicative of a major development in 
the orientation of US foreign policy,” 
the defence secretary also praised US 
Ambassador to Japan Mike Mans- 










Sources said that the Vietnamese 
promised to return the remains of 
another five men in April. Later three 
more were added to the list. Without 
disclosing the plan for the president 
personally to:attend the return of the 


caskets, Armitage reportedly told 
Thach that Reagan would personally 
commend Vietnam if it accelerated its 
search for the MIAs. He also held out 
hope for a better climate for normali- 
sation of relations by stressing that 
Vietnam would “position itself for the 
future” by resolving the MIA issue. 

Well-placed sources told the REVIEW 
that the plan for Reagan to receive the 
remains and publicly commend Viet- 
nam for its “humanitarian” action was 
hotly debated among US officials. 
Some felt it would not help to create a 
favourable climate for his Peking trip, 
in view of present Sino-Vietnamese re- 
lations. 

But in the end, the proponents of the 


field's statement that 
the 21st century will be 
the Pacific century. 
"It's coming true a de- 
cade early,” Wein- 
berger added. 

In his meetings with 
Prime Minister Yasu- 
hiro Nakasone, Foreign 
Minister Shintaro Abe, 
.—| Japan Defence Agency 
4| director-general Yuko 
Kurihara and other of- 
ficials, Weinberger 
stressed the military 
threat posed by the So- 
viet Union. By speak- 
ing of the “rapid and 
dramatic” Soviet mili- 
tary build-up in the 
Far East, Weinberger hoped to encour- 
age the Japanese to accelerate their 
own military spending and capability. 

But the tone of his public remarks, 
and apparently those in private discus- 
sions, was far less confrontational than 
that of his administration colleagues 
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plan won the day with the argument 
that it would show Reagan following a 
pragmatic foreign-policy course that 
served US interests first. Moreover, it 
would dramatise his success in obtain- 
ing at least partial satisfaction in a 
highly emotional national issue. How- 
ever, the Vietnamese postponement of 
the trip undid all the plans. 


ources are at a loss to explain why 

Hanoi postponed the meeting. They 
also wonder whether Hanoi would 
have kept the date if it had been ad- 
vised of the Reagan plan. Or did Hanoi 
guess such a plan were under way and 
refused to give satisfaction to a Pe- 
king-bound president? 

China, however, succeeded in mak- 
ing use of the presence of Reagan to 
launch a ground assault on Vietnamese 
positions along the border and thus 
hope to convey the impression of US 
complicity. In a move that reminded 


dealing with Japan on trade and other 
economic issues. Weinberger had sev- 
eral opportunities to criticise the Ja- 
panese for the level of their spending 
and other defence efforts. However, he 
consistently declined to do so, prefer- 
ing to credit Tokyo with what it has 
achieved. 

"There is not a level of spending the 
Reagan administration desires," for 
defence spending by Japan, he said 
after a speech at the Foreign Corres- 
pondents Club of Japan. "Japan is 
doing a substantial amount, and we all 
recognise the difficulties in a free open 
democratic society. People simply 
don't like defence spending — they 
never have and never will." 

Despite Weinberger’s moderate 
tone, the two governments remain di- 
vided over what one US official calls 
“budget bashing,” how much Tokyo 
spends on defence. For the past five fis- 
cal years, including the oné that began 
on 1 April, the defence budget has not 
exceeded 7.8% nominal year-to-year 
growth. That rate contrasts with nomi- 
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Vietnam a lesson" while 
on a visit to the US, Peking launched 
its most serious attack since 1979 to- 
wards the end of Reagan's tour of 
China. *A lesson to be learned from 
this," said one senior administration 
official with tongue in cheek, "is that 
the president should visit China only in 
the wet season.” 

Official sources said that during a 
meeting with Secretary of State 
George Shultz, China's Foreign Minis- 
ter Wu Xuegian informed him that 
Vietnam had engaged in provocative 
activities along the border and had 
built positions within Chinese territ- 
ory. China, he said, had launched a li- 
mited attack to repel the Vietnamese. 
Concerned that China might use this 
occasion to present the US as "collud- 
ing" with Peking against Vietnam, 
Shultz reportedly told Wu he wanted 
to make it clear that what Wu said was 
only information and did not consti- 
tute consultation. 

If the press asks about the Chinese 
operation, Shultz told him, "we will 
say we were informed but not con- 
sulted." Wu agreed with that formula. 
The attack on four hilltop positions — 
which US analysts actually believe to 
be in Vietnamese territory — was 
mounted several hours before the Wu- 
Shultz meeting and was reported by 
the Chinese media shortly afterwards. 

In the event, nobody asked Shultz 
whether the US was consulted, so his 
prepared "clarification" was never 
given. To make up for that, State De- 
partment officials have been taking 
pains to stress the point in briefing 
Western and Asian diplomats on the 
Reagan trip. oO 


Ea 7. 
nina s 


PME mcd 


nal average growth of slightly less than 
14% the previous five fiscal years. As a 
percentage of gross national product, 
defence has risen to 0.98% from 0.90% 
in 1979. (Computed according to Nato 
standards which includes administra- 
tive costs, the GNP ratio would be 
1.4% to 1.5%.) 

Although Japanese defence planners 
point out that defence consistently ahs 
been granted one of the few — and the 
largest — rises in the nation's austere 
central budget, the increases have not 
been enough to satisfy the Reagan ad- 
ministration. 

When Weinberger was in Japan in 
September 1983, he commented that 
last year's spending rise “will not ena- 
ble Japan to achieve their defence 
goals as soon as the world would like." 
He was even more gentle this time on 
the spending issue, but one Pentagon 
official estimates that — in order for 
the Japanese to fulfil their own mid- 
term defence plan by the end of the de- 
cade — Japan needs to spend at least 
295 of GNP on defence each year. 


— — — —— ee —— CD c — 



















p 4 Pa S oT 
| 


D 


d Py 
" a AF 


M al " E " 
DLLBII 
= 1 - > 


- > 
and ensure your copy each week. 






B 


za 
t 





JETSPEEDED RATES 
— — I 
Brune: 8$60 50 8$110.00 
tma — | vss | usssroó | Ussssop 
India |_uss17.50_| uss32o0 | uS$5800 
ases | — 
* — 
— — 
Nem | — —— 
Pakistan US$58.00 
— — 
— — 
maand | Ussva —— 
Resto Ass — 
Nonn Armenca — 
— |. N2s7405 
— | £1250 | em [ eae 
Cer sca | U552950 | usss4o0 | USS9800 


US$16.00 
£10.50 
A$19.00 





... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 


Politics and Social Affairs. The only single 


medium of its kind. 


Rate: Soft cover US$19.95 or HK$150 (or the 


equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


p[----------Z 


| Please enter my subscription for 
O 3months 

O 6months 

O tyear 








Payment of is enclosed 
Name 
Address 
OO (ee QUAD QAAE 
O Jetspeeded © Surtace mail 


| Cheque payable to Far Eastern Economic Review enciosed 
To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 


| WONC 0531 


— — — — — — cm — — — — — — 


43 


j 
J id 
^ oM 








- 









TAE 


* 


> 


Pus 


PN 





it 1 [IF ' - ` H ' 


Party with problem 





E è 
“oe ‘ 


" ÅAR 4 4 


y 






, J 





The major opposition grouping faces a hard fight back 
as Bob Hawke’s popularity continues unabated 


By Jacqueline Rees in Canberra 


he dominant force in Australian 
politics since World War II, the Lib- 


eral Party of Australia, is at its lowest 
ebb since its inception in 1944. Never 


before has the party been out of power 


federally and. in all mainland states 


simultaneously. 

Since the beginning of the century, 
Australian politics has been charac- 
terised by Labor and non-Labor 


groupings, the most successful of the 


latter having been the Liberal Party 
which, in coalition with its junior part- 
ner, the National Country Party, 


formed the federal government for 30 


years from 1949, broken only by 
Labor's three-year interlude between 
1972 and 1975. 

In 1983, however, the Liberals were 
routed in the federal poll which swept 
Labor leader Bob Hawke and his party 
to power and ended the political career 
of former Liberal prime minister Mal- 


colm Fraser. A year before, the Liber- 


als had lost Victoria, the birthplace of 
the Liberal Party and for decades the 
jewel in the Liberal crown. And in New 
South Wales, the most populous state, 
the party had become more and more 
ineffective and demoralised in the late 
1970s, losing three elections in a row 
by increasing margins and going 


through eight leaders in eight years. 


In 1972-75, though Labor. had 
broken the Liberal run at the national 
level, the then Labor prime minister 
Gough Whitlam faced non-Labor gov- 
ernments in the major states of Vic- 
toria and New South Wales. But the 
Hawke Labor government enjoys the 
unprecedented situation of having 
Labor governments in four of the six 
states, including the major states. 

The only non-Labor outposts now 
are Queensland, where the redoubta- 
ble National Country Party chieftain 
Joh Bjelke Petersen is premier, and the 
outlying Northern Territory and Tas- 
mania, whose combined populations 
are less than a million. In effect, the 
Liberal Party is in power only in the is- 
land state of Tasmania, the govern- 
ment in Darwin being the territory’s 
version of the National Country Party. 

Against this background, Fraser's 
successor as federal opposition leader, 
former foreign minister Andrew 
Peacock, faces a daunting task in try- 
ing to make an impression on Hawke, 
whose phenomenal personal popular- 
ity is continuing unabated as he enters 
his second year in office. 

Inevitably, criticism of the opposi- 
tion’s performance is levelled against 
the federal leader, which means that 
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Peacock is battling election odds, pub- 
lic opinion polls and. the popularity 
stakes — though it is unlikely anyone 
else could have done any better. 

The latest polls show that 74% of 
Australians approve of Hawke as 
prime minister and only 36% favour 
Peacock. Moreover, opinion polls on 
party preferment show 56% of Austra- 
lians prefer the Labor Party to the 38% 
who prefer the Liberals. Neither of 
these huge gaps has been repeated, 





however, in voting that has taken place 
over the past 12 months. 


I: six federal by-elections, the Lib- 
erals have retained the seats of five 
leading Liberal or National Country 
Party personalities of the 1970s who 
have retired — former Liberal leaders 
Sir Billy Snedden and Fraser, former 
defence minister Sir Denis Killen, 
former foreign minister Tony Street 
and former deputy prime minister 
Doug Anthony. 

In the sixth seat, the safe Labor seat 
of Hughes in a working-class area of 
Sydney, the Liberals picked up 4%, 
which is normal for a by-election. In 
other words, voting has not reflected 
any large loss of Liberal support or the 
results of opinion polls at this stage. 
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against the vanity polls any day." 

But there is unease in some sections 
of the Liberal Party about Peacock. He 
came to parliament as a young lawyer 
in 1966, taking over the blue-ribbon 
seat of Kooyong from the father of the 
Liberal Party, the late Sir Robert Men- 
zies, when Menzies retired as Austra- 
lia's longest-serving prime minister. 

These were still halcyon days for the 
Liberals and Peacock served his ap- 
prenticeship in government — first as a 
junior minister for the army and then 
as minister for external territories — at 
a time when it was easier to earn one's 
spurs than it would have been on the 
opposition benches. Peacock was soon 
singled out as a Liberal with a future. 

Back in government in 1976, he was 
Fraser's foreign minister. However, he 
did not get on with Fraser and, in a 
heated public brawl, resigned 
his ministry, largely over the 
question of Australian recog- 
nition of Cambodia under Pol 
Pot. Fraser later brought him 
back to the government as in- 
dustrial relations minister. 

During these years Peacock 
cultivated a reputation as 
something of a playboy — he 
was once dubbed “the man 
with the Gucci toothbrush” — 
and his opponents have played 
on this to suggest that he is 
lacking in substance. The op- 
position leader’s detractors 
charge that Peacock has failed 
to live up to his earlier pro- 
mise, that he is ambivalent and 
vacillating, that he has been 
unable to impose his authority 
on party policy and that he 
lacks the killer instinct that is 
a necessary part of the make- 
up of a truly successful politi- 
cian. 

Moreover, Peacock is con- 
stantly plagued by speculation 
about an imminent challenge 
to his leadership. The names of 
three of his colleagues are put 
about as possible challengers. 
They are John Howard, the de- 
puty leader of the opposition and a 
former treasurer, Ian MacPhee, 
another former industrial relations 
minister, and Steele Hall, a former pre- 
mier of South Australia who is now in 
the federal parliament. 

Speculation has also been rife that 
businessman John Elliott, managing 
director of Elders-IXL, will, like 
Hawke to the Labor Party, be recruited 
from outside the parliamentary party. 
Elliott has refused to confirm or deny 
that he has parliamentary aspirations 
but he recently gave a highly ideologi- 
cal speech to the National Press Club 
in Canberra in which he appealed to all 
the old Liberal values — small govern- 
ment, less regulation, massive immig- 
ration — thereby setting off a new 
round of rumours. 
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this year or sally next Jean isk 


nothing to gain by changing leaders 
now, and signalling that they have lost 
their nerve. Nor, has any contender 
anything to gain by, challenging before 
the next election since, short of a poli- 
tical miracle, the Liberals stand to lose 
next time around. 


hat Peacock and his party have to 
ensure at the.next election is that 
they stay within striking distance for 
the subsequent poll. With that in mind, 
the party's first major. action after the 
1983 federal defeat was to appoint à 
committee under New South Wales 
party president and: former Sydney 
stock exchange chairman John Valder 
to review party pre-selection proce- 
dures, membership and policy deve- 
lopment and generally to analyse the 
reasons for the defeat 
The Valder committee concluded 
that the Liberal Party, at both the state 
and federal levels, had lost direction by 





falling for the temptation of so-called 
pragmatic policies rather than sticking 
to: Liberal. policy and philosophical 
principles. 

There is a direct comparison here 


with the strategy. of Conservative 
British Prime Minister Margaret 
Thatcher, to whom many Australian 
Liberals still look for inspiration; not 
so much a feeling that the party should 
go more to the Right but that its posi- 
tion should be clear and understanda- 
ble even if temporarily unpopular. 
And the first of a series of policies 
unveiled by Peacock and his team in 
late April amount to an effort to pre- 
sent clear if relatively. unpopular 
choices to the electorate. However, 
when, they presented their revised 
foreign policy, Peacock and the foreign 
affairs spokesman Michael MacKellar 
immediately found themselves on the 
defensive, particularly over policy to- 
wards South Africa, which failed to 
criticise apartheid even if an accom- 
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unlikely, however. The Liberals d | 


was prime 
sinister, the Liberdis v were aggressive 
and vocal opponents of apartheid, as is 
the Labor government. 

In another area, the Peacock-Mac- 
Kellar policy reaffirms the Liberals’ 
support for Asean diplomacy on Cam- 
bodia in contrast to the government's 
refusal to co-sponsor Asean's Cam- 
bodia resolution at the United Nations 
and vigorously opposes Australian aid 
to Vietnam pending an international 
settlement on Cambodia. 

The policy places great emphasis on 
the importance of the Anzus alliance, a 
security arrangement linking Austra- 
lia, New Zealand and the United 
States, an approach which is at odds 
with that pursued by the government, 
which says that Australia cannot rely 
on the arrangement. It also stresses the 
importance of defence cooperation 
with Asean and Pacific nations. 

The Liberals also say they would 
avoid such incidents as the recent im- 
broglio over the HMS Invincible, the 
British aircraft carrier which was, in 
effect, denied dry-dock facilities in 
Sydney. Under a Liberal government, 
the ships of Australia's allies would be 
allowed unfettered access to Austra- 
lian port facilities, including dry- 
docking. The new-look foreign policy 
got a mixed reception. One editorial 
writer saw it as "incompetent, incon- 
sistent and pusillanimous,” while 
another found it “a sensible view of the 
world.” 

The new economic policy of Peacock 
and shadow treasurer Howard is big on 
the need to make Australia more com- 
petitive, to take a stand against big 
government, to speed up deregulation 
of the financial system, broaden the 
tax base, lower protection, escalate 
structural adjustment, sell major gov- 
ernment enterprises off to private in- 
dustry and cut real wages in exchange 
for less taxation. 

One problem for Peacock here is the 
legacy of Fraser, who preached some of 
this philosophy but failed to put it into 
practice. The Liberals’ alternative in- 
dustrial relations policy is however 
more radical, representing as it does a 
compromise between Howard and 
MacPhee. The wage-fixing policy is 
also sharply at odds with that of the 
Labor government, 


he opposition would replace the 

Australian Arbitration Commis- 
sion by a new tribunal which “will be 
obliged to give the same weight to the 
state of the economy as it does now to 
keeping industrial peace.” Wage inde- 
xation, sacrosanct to Labor, would 
end, wages would be determined by the 
economy's capacity to pay, the new tri- 
bunal's wage fixing powers would be 
limited and the growth of collective 
bargaining at plant and company level 
would be encouraged. MacPhee and 
Howard are to set about selling this 
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the Australian | — 
—— with the comment that they 


= would look fine in the long run but 


would not win the next election. Ac- 
cording to the Liberals, this is exactly 


— what the Valder blueprint was talking 
. about — laying down the policy princi- 


ples, establishing the clear differences 
and sticking to them. The extent to 
which the gamble pays off will depend 
on some other aspects of Liberal re- 
vamping too. Valder told the party it 
should change its method of selecting 
candidates for parliament for exam- 
ple. 

Previously, and perhaps more demo- 
cratically, the Liberal Party allowed 


^ party branches in each electorate to 


select their own candidates. The head 


office in each state will now sieve 


through candidates and give each elec- 
torate branch a short list from which it 
can choose a candidate. The Liberals 
hope this will prevent any “cronyism” 
at the local level and produce better 
candidates for the party. 
Significantly, the Liberals have 
made most progress in Valder’s home 
state, New South Wales. Significantly, 
too, perhaps, New South Wales is not 
Peacock's stamping ground but How- 
ard’s, though Victorian Liberals have 


— experienced a glimmer of resurgence 


lately. 


n New South Wales, the Liberal 

Party has recovered from a parlous 
financial situation — the local machine 
was A$2 million (US$1.84 million) in 
debt in 1981 — and its membership is 
growing due, among other things, to 
the introduction of computerised di- 
rect mailing techniques copied from 
those used by the Republican Party in 
the US in the run-up to the 1980 presi- 


‘dential election. 


In recent New South Wales state 
elections, the Liberals won an extra 12 
seats, representing swings of 6-10% in 
their favour across the state and re- 
versing the trend of three preceding 
elections in which they had suffered 


increasingly heavy losses. Their coali- 


tion partner, the National Country 
Party, fared badly in New South 
Wales. In particular, it failed to regain 
the Northern Tablelands seat which is 
part of the federal constituency of the 
National Country Party leader, Ian 
Sinclair. 

Sinclair, a tough politician with a 
penchant for “attracting lightning,” is 
not regarded as an asset for the be- 
leagured Peacock and has in fact been 
dubbed “Andrew's albatross.” His ca- 
pacity to attract trouble gives the gov- 
ernment ammunition to exploit differ- 
ences and tensions within the coali- 
tion. 

It is not possible to translate either 
the Liberal wins or the National Coun- 
try Party losses in New South Wales 
into national political terms, however, 
though the Liberals drew much com- 
fort from their own result. Oo 
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The new head of the Cambodian relief operation is 
attacked from two sides at a fund-pledging session 


By Ted Morello in New York 


To Kunugi of Japan, the new 
coordinator of the United Nations 
Cambodia relief operation, has already 
been caught in the crossfire from West- 
ern donors and their allies on one side 
and apologists for Vietnam's military 
presence in Cambodia on the other. 
The sniping broke out in the UN 
council chamber almost from the mo- 
ment Kunugi took the chair to conduct 
his first meeting of donors to the UN 
operation inside Cambodia and along 
its border with Thailand. Although he 
officially replaced Australia's Sir 
Robert Jackson earlier this year, 
Kunugi only made his first public ap- 
pearance at the 2 May pledging confer- 
ence in New York. Since his appoint- 
ment, the new coordinator has been 
making the rounds of capitals involved 
in the massive humanitarian effort. 
The target of donor disapproval was 





Kunugi: sniping in the council chamber. 


Kunugi's unexpected proposal that an 
agronomist be posted in Phnom Penh 
under UN auspices to monitor the dis- 
tribution of relief supplies. Kunugi 
said the agriculture specialist would 
be à permanent presence, supplement- 
ing occasional flying visits to Phnom 
Penh by World Food Programme 
(WFP) representatives. The purpose 
would be to reassure Asean and other 
governments that have long suspected 
UN-donated food assistance was being 
diverted to the Vietnamese forces 
stationed in Cambodia to support the 
Hanoi-backed Heng Samrin regime. 
The proposal, however, was im- 
mediately criticised by Asean dele- 
gates on the grounds that there was no 
assurance Phnom Penh would give the 
agronomist access to the data and sites 
necessary for effective monitoring. De- 
legates also objected — some privately 
— that beefing up the UN presence in 
Phnom Penh would appear to lend 
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legitimacy to the Phnom Penh regime, 
which is not recognised by the world 
body. Thai Ambassador Birabhongse 
Kasemsri touched on both points. 

Observing that “we have heard the 
WFP representative has had prob- 
lems” over access in carrying out 
monitoring duties, he said: “The ques- 
tion is, would the agronomist have bet- 
ter access?” Kasemsri added that his 
government was “much concerned” 
about the possibility that the UN 
would be sending an official of its Food 
and Agriculture Organisation (FAO) to 
a capital whose government the UN 
does not recognise. Kunugi replied 
that he thought the agronomist would 
be an expert recruited specifically for 
the assignment and not an FAO offi- 
cial. 

Kasemsri was echoed by Malaysia's 
Zain Azraai and Singapore’s Barry 
Desker, both of whom expressed scep- 
ticism about the likelihood of Phnom 
Penh permitting more effective on-site 
monitoring. As Zain put it: “Our con- 
cern is access. Previous experience 
does not lead us to be optimistic.” 
Kunugi was also closely questioned 
about the Cambodia population figure 
his office uses to determine the coun- 
try's food requirements. The implica- 
tion was that the total was unrealisti- 
cally high. Citing the figure of 7 million 
reported by an FAO mission into Cam- 
bodia, Kasemsri pointed out that 
other publications had listed the popu- 
lation as 5.5 million. He asked for an 
explanation of the discrepancy. 

Delegates reported that during his 
recent orientation tours to Phnom 
Penh, Hanoi and Bangkok, Kunugi 
was questioned intensively by Viet- 
namese or pro-Vietnamese representa- 
tives about how he intends to maintain 
a balance between the demands of East 
and West in the political ramifications 
of the relief operation. 

Political considerations beyond 
Kunugi's control will make it difficult 
to satisfy the communist demand for 
more even-handedness in UN aid in- 
side Cambodia and on the Thai border. 
The former has fallen to a trickle, as 
the major donors increasingly earmark 
their contributions specifically to be 
spent on refugees in the border area. 
That was the case with the nearly US$4 
million — half of it from the United 
States — pledged at the donors' meet- 
ing in early May. The lopsided dona- 
tions are likely to continue, despite 
Kunugi's warning that Cambodia's 
food shortage may become acute by 
mid-year and critical by the third 
quarter, o 
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This project is already half finished. 


At Brown & Root, we go to work on a 
project long before the ground is broken. 
We begin a job by conducting feasi- 
bility studies—investment and operating 
cost estimates, economic analyses, and 

feedstock selection. 

We assist in site selection by study- 
ing the environmental impact, the labor 
market, and available transportation. 

Meanwhile, our extensive staff of 
engineers translates laboratory or pilot 
plant data into optimum process and 
mechanical designs. 

At Brown & Root, we have vast ex- 
perience working with third party tech- 
nology, which means we can objectively 





assist the client in every phase of licensor 
evaluation and selection. 

And all of this takes place long before 
construction even begins. 

If you see a new plant in your future, 
call Brown & Root. We've got the man- 
power, the technology and the experi- 
ence to take your project all the way from 
start to finish. And we'll do it on time, 
on budget. 
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US International Monetary Policy: Mar- 
kets, Power, and Ideas as Sources of 


Change by John. S. Odell. Princeton 


University Press. Nop price given. 


u Gmple-minded scribblers can be 
as dangerous as hasty leaders,” 

concludes Odell at the end of a com- 
prehensive analysis of post-war Ame- 
rican international monetary policy. It 
is clear that the scribblers he so dis- 


trusts are liberal economists who > 


“view exchange-rate changes as a 
price in a market instead of a feature of 
government behaviour" 
government as an C REDEEHOME vari- 
able." 
Odell’s thesis is ius devoted to prov- 

ing that the whole history of the Unit- 
ed States' (often disruptive) monetary 


and exchange-rate policies since in- | 
ception (and subsequent abandon- 


ment) of the Bretton Woods agree- 
ments is a function of domestic politics 
and personalities. Power and policy 
shape market conditions and not vice 
versa. 


-Although the book. stops short at | 


1981, Odell's research and arguments 
are highly relevant to the current cam- 


<t paign by the administration of Presi- 


dent Ronald Reagan to force the Ja- 
panese to make the yen an interna- 
tional settlement and reserve currency. 
Should this be seen simply as the result 


of ineluetable market forces pushing > 


the yen towards its proper role in 
the international monetary system, or 


as a manifestation of contemporary 


machinations in Washington? Odell 
would doubtless see it as the latter. 
This attempt (as itis certainly seen in 
Tokyo) on Washington's part to elevate 
the yen to equal status with the dollar 
in these two areas raises very interest- 


ing questions. If, according to Charles | 


Kindleberger's thesis, which Odell 
reiterates, an international economic 
system is likely to remain open and 
stable only if it is structured around a 
single country able to lead and manage 
it — a duopoly will not do — then the 
seeds of future disruption in interna- 


tional finance must, even now, be ger- — 


minating. 


The world has of course learned to | 


live with floating rates, something for 
which we have to thank Prof. Milton 
Friedman among others. They have 
been a mixed blessing in the absence of 
coordinated or harmonised interna- 
tional economic policies and given the 
generally free exchange-control regi- 
men which now prevails and permits 
massive short-term portfolio capital 


flows to disrupt exchange rates. 


and who treat | 





hether floating rates have pro- 











dollar - 


vided an " automatic and eve ad- 
justment mechanism for changes in 
international trade," as Friedman 


| suggested (back in 1963), is highly de- 
batable, even with the advent of cur- 


rency-futures markets. The US has 


proved conclusively by its unilateral. 
monetarist (again largely Friedman- 


derived) decision to raise real interest 
rates to historic highs just how disrup- 


tive domestic economic policies ean be 


to international monetary policy — if 
you happen to be the lead player. 


Which brings us back to the question | 


of the yen and the apparently sterile 
debate over whether the Japanese cur- 
rency is too "low" or the dollar too 
"high" in value. This is not the first 
time that Washington has locked horns 


with Tokyo over the exchange parities | 
of the two currencies, as Odell's book 
recalls. There was considerable pres- 
sure on the Japanese formally to re- - 


value before the US devaluations of 
1971 and 1972. Neither is the present 


time the only one when the US dollar - 
has been seen as manifestly overvalued 


relative to other major currencies. 


But of course formal revaluations | , 
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Some mystery J behind the pen 


Short Stories of the Far East. Graham 
Brash, Singapore. US$6. 


his book is something of a mystery 
— not least because it contains ab- 


solutely no printing history. Thereisa | 
| ations, Conrad by a fairly irr 


copyright mark to Graham Brash (Pte) 


Ltd of Singapore, but undated, and - 


| left! the Americans caught on their 


| the background against which the 
rent dollar/yen confrontation has 










jati ng rates and th 





hook, with no way of depreciating 
dolar without depreciating int 
rates and presumably abando 
monetary targets. 
It is almost certain that behind: 
simplistic rhetoric about getting- 
yen into wider circulation sim 
push up its value lies an unstated 
bition in Washington to go 
longer-term solution. If the yen 
made.a more equal partner with 
dollar for international settle 
and reserves, demand for dollars w 
fall relatively, leaving the US free 
pursue domestic economic goals witho 
paying an international penalty for 
Odell's contribution is to set | 
ternational monetary policy in its 
context of domestic policy influe 
and to give a better understand 


























veloped. With European coun 
locked into their “snake,” it is o 
that the yen is freest to join the 
as a flexible international reserve 
rency. But whether oe 
Tokyo can ever achieve the sort ¢ 
icy nexus which will make this 
able BS aE pd questi g 
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tales of the mysterious East. | 
would be nice to be told. 

As for the stories, “quaint” is pr 
bly the best description. Maug a 
represented by one of his m 
plays about desire on the rubbe pl 


ble tale of Be at the head of of the 


there is no clue as to when it was origi- | and. 


nally printed, or reprinted. 
It does appear from the somewhat 







antique typefaces, the even morean- | the s; 


tique scraperboard, pen-and-ink and | 






charcoal illustrations — and the at- | je 


tribution to a Somerset Maugham | la 


story "by permission of the author" — 







tobea straight reprint, but apparently | 'Téteb 


we shall never know. 


More annoying than this lacuna is 


the fact that no information is given 
about the authors. Maugham, | 


sented, as is Pearl S. Buck. There are 
others who are known if not famous, 
such as Ernest Bramah. But who is 


Hubert S. Banner? Or Coutts Brisbane? EE 


Or, most evocative of all, * Afghan Ap pm 
One gets the impression some may in 


fact have been like the subjects of their - 


stories;whiling away the long evenings 
on the ferendam Py penning quan 


of — 
course, we know. Conrad is also repre- 





















people that the - golonialists’ 
| among but werenot part of. E 
| — JANINE WOOK 
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Where the Prophet's teac 
are at the root of all learning 


By y James Clad in Kuala Lumpur 


re 


! In Malaysia, few issues involving the 
Wcountry's various communities are 
more highly charged than education 
and religion. Combine both themes in. 
an experiment and the potential for 
misunderstanding — or even misin- 
terpretation — js exceedingly high. 
T e government's establishment in 
1983 of Universiti Islam An- 
tài abangsa, Southeast Asia's first in- 
ernational Islamic university, illus- 
trates the point: was its creation sim- 
ply a political gesture to appease some 
segments of Malay opinion, as some al- 
lege? And what motivates the institu- 
tion's staff and students? 
The staff, of course, are keen to dis- 
pe the first charge. The rector 
Muhammad Abdul Rauf said in an in 
te iew that his aim is to “cultivate 
dispassionate learning." He wishes to 
"draw on the rich scholastic and intel- 
etos traditions in Islamic civilisa- 
' The university seeks students 
f sm other Southeast Asian countries 
— aquest wHith*hay result in more in- 


ác entity to this reticent but vibrant re- 
gion of Islam. ý 

— ough the univer sity is 
t such experiment in Southeast 
sia, Rauf acknowledges its debt to 
ce paratively new Islamic univer- 
E elsewhere. Institutions in Saudi 
irabia, Pakistan and’ Sudan not only 
p jrovide Malaysia with useful prece- 
dents, but are also the source of badly 
p Arabic and English textbooks 
nd other materials. 

. Housed for the time being i in a mod- 
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rivers mosque hub of academy. 


tellectual cohesion and a more distinct | 


the’ 








chinos — 


est collection of two-storey buildings 
in Petaling Jaya — a dormitory suburb 


adjacent to Kuala Lumpur where more 


than half the residents are Chinese — 
the university has just ended its first 
year as a functioning institution. The 
calm pervading the university's halls 
and mosque suggest neither austerity 
nor self-imposed isolation. 

Its small enrolment of 160 students 
consists of many non-Malays and some 
non-Muslims, four Malaysian-Chinese 
and two Malaysian-Indians. Post- 
graduate law courses will begin in the 
next academic year, starting in July 
when total students numbers will go 
up to 180. Entrants from throughout 
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Asia and Africa will mix with Malays. 
But the largest problem inhibiting en- 
trance of local applicants is their often 
poor ability in English. 

The university eventually plans to 
move to a new campus in the forests of 
Pahang. Although still small-scale, in 
addition to its facilities for teaching a 
host of undergraduate subjects, it now 
has two embryonic law and economics 
faculties. i 

Economics dean Syed Othman em- 
phasises that graduates will be expect- 
ed "to contribute to the full range of 
economic enterprises in Malaysia, not 
just find jobs in Bank Islam or in future 
Islamically organised companies" =- 
such as the Islamic insurance company 
being planned by the United Malays 
National Organisation' s (Umno) vouth 
wing. Othman describes his cur- 
riculum as “nothing less than what is 
found in ‘conventional’ economics, 
supplemented whenever conventional 
economics departs from being less 
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A new expression of Japan emerges 
through a collection of Western themes 


By Ann ) Káüffan in Tokyo 


pigretittctural opinion is any guide, 
ta Isozaki's Tsukuba Civic Centre 
may be the only *major" new building 
in Japan. Opened in August 1983, the 
multi-level complex lies at the heart of 
Tsukuba Science City, a town that re- 
mains unfamiliar even to the Japanese. 

Located 60 kms northeast of Tokyo, 
Tsukuba is Japan's only recent new 
town-planning effort and is scheduled 
to be the site of an international sci- 
ence exhibition in 1985. At first, the 
stunning complex by Japan's most in- 
ternationally acclaimed and avant- 
garde architects simply looks like a 
collection of Western architectural 
themes. But lurking just beneath the 
surface, Tsukuba may actually sym- 
bolise Japan's unique relationships to 
style, history and the present — issues 
which have preoccupied modern ar- 
chitects throughout the world since the 
early 1900s. 

. Even to the architectural community 
— both within Japan and abroad — the 
civic centre presents a confusing 
image. Comprising a-hotel, shopping 
centre, concert hall, and a large out- 
door plaza complete with an open-air 
theatre, the complex seems to be a 
series of quotations without a central 
theme. Its physical centre — a sunken 
void — recalls Michelangelo's Cam- 
pidoglio, while the heavy rustication 
ONE the exterior facades resembles 
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the detailing of 18th century Neo- 
classical architecture, particularly the 
work of the French utopian architect, 
Claude-Nicolas Ledoux. 

The materials in the building — gra- 
nite, glass, aluminium and marble 
are combined in an unusual wav. A 
single laurel tree wrapped in gold 
papyrus stands at the tip of the plaza 
cascade as a lone provocateur to the 
banal and tidy planning effort that is 
Tsukuba. The meaning of all these 
symbols, however, is often difficult to 
understand. 

Isozaki's commission to design a new 
civic centre in Tsukuba was borne of a 
recognition of failure by the town's 
planners. Conceived as a place for 
think-tanks, research ànd science, its 
first occupants were to be official or- 
ganisations with space requirements 
which were difficult to meet in Pokyo, 
and which could easily be moved. 

The institutions were selected. in 
1963, and in 1966 the.Japan Housing 
Corp. began acquiring land. The first 
oil crisis slowed the project considera- 
bly. By 1975, when only the University 
of Tsukuba, a meteorological facility, 
and five other buildings were finished, 
a special commission was formed to 
select designers for the rest of the 
buildings. Although by 1979 all 43 
groups in the plan had been moved and 
theuniversity was nearing completion, 
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than value-free." To a Muslim scholar 
even supposedly neutral Western-style 
supply-and-demand economics is 
value-laden. 

According to Islamic precepts, 
knowledge falls into two broad 
categories: divine revelation (or wahi) 
and that which is attainable by human 
intellect. So far, a wide interpretation 
of the human side of knowledge seems 
to be the approach. The university, 
said Education Minister Datuk 
Sulaiman Daud recently, remains 
committed to an “integral concept” of 
education whereby “man is free to do 
as he pleases subject to the condition 
that he remains fully committed to the 
Koran and the sunnah [religious cor- 
rectness] of the Prophet.” But the idea 
of purely secular knowledge is not ac- 
cepted by Muslims; anything, from en- 
gineering to the law should be infused 
with the spirit of Islam. 

Rauf has assembled a staff of high 
calibre: Kamal Hassan, who directs 


the city was still not attracting new re- 
sidents. The civic centre was part of the 
effort to help Tsukuba draw more 
people. As the architect admitted, 
Tsukuba was "designed and built by 
the textbook” in a far too modern man- 
ner "suited to the efforts of an honours 
student. " 

Isozaki has described his task as one 
which is "lying in the shadow of the 
nation," asif to say that in the design of 
the building he struggled to find an ap- 
propriate expression of the Japanese 
state. He has claimed that since the 
1920s Japan's public architecture has 


not been represented by powerful or =. 
significant buildings. Due both to A 4 


a lack of opportunity and a pre- 
ference for residential work by 
many of Japan’s younger archi- 
tects, public buildings have not 
been distinguished. Those f 
which have been con- — 
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uba Civic Centre: a cultural - 
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bridge between East and West. -— 


the university's Centre for Fundamen- 
tal Islamic Knowledge, is a noted Is- 
lamic scholar with a Ph. D from Colum- 
bia University; law faculty dean, 
Ahmad Ibrahim, was formerly law 
school dean at the University of 
Malaya; the deputy rector is a re- 
nowned biologist. Most of the teaching 
staff have come on three-year second- 
ment, and they include the best and 
most articulate Malays teaching at the 
National University or at the Univer- 
sity of Malaya. Rauf himself directed 
the forerunner of the Islamic Univer- 
sity, the Kolej Islam, formerly sited in 
Kelang. He also once headed the Is- 
lamic Centre in Washington D.C. 


B: is dispassionate learning the only 
reason for the university's exist- 
ence? Some Malaysian Muslims be- 
lieve the government set up the univer- 
sity simply to outflank Parti Islam, 
which has argued that the government, 
dominated by Umno, has not done 


structed — best represented by the ar- 
chitects Tange and Shirai — have 
suggested either a sort of heroic inter- 
nationalism or a re-interpretation of 
traditional Japanese themes on a gran- 
der, publie scale. 

Isozaki's solution at Tsukuba is rad- 
ical not only in appearance, but also in 
intent; he does not want to produce a 
national architectural style, but rather 
seems to state through the building 
that theinternational nature 
of modern culture renders 

that aim meaningless. He 
claims that the unique 
form of borrowing 
he employs in Tsu- 
kuba is essential 
to his own artistic 
achievement. 
This, he 
says, in- 
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enough to inculcate Islamic values into 
the society. More seriously, perhaps, 
others outside the Malay community 
see it as a further slap in the face from 
the country's authorities who were dis- 
tinctly unsympathetic to the Chinese 
community's plans to set up a Chinese- 
language university — the Merdeka 
University proposal. 

They see more than a little irony in 
the use of English as the sole language 
of instruction: all other state sup- 
ported schools must use Bahasa 
Malaysia, a standardised form of 
Malay (REVIEW, 17 Nov. '83). The uni- 
versity's staff say they need to use Eng- 
lish because the enrolment includes 
students from Japan, West Asia and 
New Zealand. At a recent seminar, two 
Japanese apthropologists presented, in 
English, results of their field study in 
East Java to the university's assembled 
multinational staff, which includes 
non-Muslims. Using Bahasa Malaysia 
in these circumstances, staff say, 





volves taking "the hidden concepts of 
Japanese architecture and interpret- 
ing them anew." He also has described 
his role as a cultural intermediary 
between East and West, and he has 
been committed to the use of three-di- 
mensional geometry, something that is 
absent from traditional Japanese 
architecture. 

What is Japanese about Tsukuba? 


The exquisite handling of detail, the 


informality of relationships of the 
parts to the whole, and the scheme's 
witty handling of an ambitious task 
are perhaps the most noticeable non- 
Western traits. The irony of the com- 
plex's central sunken plaza, or central 
void as symbol of the Japanese nation 
is articulated both in stone and by the 
architect himself: "Putting it in an ex- 
treme way and choosing a wilful mode 
of expression, the Japanese nation has 
been wiped out." 

How do other contemporary ar- 
chitects view this radical approach to 
public architecture? Although opin- 
ions of taste are not often voiced pub- 
licly in Japan, the architectural press 
has approved of the quality of the 
building's construction, and of 
Tsukuba. In a nation where borrow- 
ings from foreign cultures are often 
executed with more finesse than were 
the original models, Isozaki's product 
is not unusual. Yet, both in form and 
intention, his work has always stood 
outside the mainstream of both Japan- 
ese and international design. In its rec- 
ognition of the ease with which East 
and West can collide and produce 
pleasing results, Tsukuba bears long- 
term testimony to the power of ar- 
chitecture to transcend and stimulate 
culture. | 













jal politics throws up all sorts o 
pretations of the political adv 
the university's choice of lan: 










iterprise. Is it possible to see the 
niversity bridging two gener- 
Malaysian scholars? On the 
e we have the older group, still 
'alled by the philosophical tradi- 
s of Egypt's. Al-Azhar, a school of 
ught which is both classical and (at 
turn of the century at least) mod- 
nist. On the other waits a vounger 
eneration, deeply influenced by what 
‘West fondly imagines is its "non- 
arian” tradition. 

e products of the Western educa- 
ial tradition (including graduates 
yp-flight American and .British 
" readily accept a place for 
ye-free” disciplines on the cur- 
um. This tendency is reflected in 






































































































i tely conventional. partly con- 
nal but in need of some Islamic 
ective,” and "special supplemen- 
courses," such as applications of 
ih (proper conduct according to 
Koran and the Hadith, the 
tions of the Prophet), shariah Or 
ric: law, and prohibition against 
(interests on deposits). 


week the economics staff mem- 
rs sit down to review the content 
lectures, and discuss how basic 
mic theories fit into their overall 
perspective. Does a return on 
1, for example, inevitably consti- 
iba as profit, or can the return be 
in acknowledgment of entre- 
eural skills? And what about the 
jn of scarcity, so crucial to “neo- 
cal" economics? The Koran xod 
od has put aside “abundant” re 
ces for the use of mankind: so, 
city, in this view, follows from 
error. 

jese may seem doctrinal points 
they underscore a crucial dis- 
ion between an Islamic-studies 
tute and this university. In a way 
siders find confusing, the univer- 
r sees itself as not just teaching 
bout Islam, but actually being Islam. 
| e universalist element ofthereligion 
| recognisable: a mix of free-thinking 
and faith; or as Rauf puts it: “We are 
jen to everything, but not bound to 
nything except our faith." 

Naturally, the staff are still feeling 
ir way, working as they do in a 
ique society where Islam remains the 
te religion, but where freedom of re- 
gion is guaranteed by the constitu- 
n. Rauf believes that "the spiritual 
nd material conditions are right for 
s experiment: Malaysia is the best 
ice in the world to host the institu- 
on, being the freest country i 
ion vane also commitea to Islam. 
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Jut there are deeper questions | L 


ture of this unusual intellec- | 
Eni A 4 BP: Susumi Avianohara in Tale wi, West Sumatra 


; T government's call to. promote 





tourism to. create jobs and. improve 
the country's balance of payments 





. coincided with the resurgence f the In- 


donesian regions’ interest in their res- 
pective traditions and cultures. West 
Sumatrans, from the governor down to 


' villagers, plan to revive the traditional 


medan nan bapaneh (loosely tr anslat- 
ed as sunny open fields), as centres of 
cultural activity for the locals as well 
as tourists. It is as if they have set their 
minds on restoring the mythical golden 
age of the Minangkabau (Sumatra’s 
largest ethnic group) culture. — 

Not surprisingly, the relationship 
between national and regional cul- 





tures is an old topic of discussion in 


multi-ethnic Indonesia. The constitu- 
tion commits the government to the 
development of national culture and - 
explains that the highest peaks of trad- 
itional regional variations throughout 
Indonesia are important parts of na- 
tional culture, as are regional dialects 
and languages. But cultural efforts 
must be made in the direction of pro- 
gress and unity, the constitution says, 
adding that even elements in foreign | 





PROPAGANDA 


cultures, which would enrich — 
culture, might be adopted. All of this 
reflects the fact that in August 1945, 
when the constitution was written, 
there was very little of what might be 
considered shared national culture. 
What was envisaged as a first step was 
a coherent regional mosaic. 

National culture has nurtured a jeal- 
ous streak ever since 1945, but particu- 
larly after the regional rebellions of the 
late 1950s. Fearing that the regional 
variations would compete with na- 


| tional culture, the government did not 


vigorously promote the former. As cri- 
tic Hans Bague Jassin put it: "The gov- 
ernment's love of regional literature 
and culture has only been platonic: it 
has had to do with the shadow, not the 
flesh." What is more, according to Jas- 
sin, the regions suffered from lack of 
resources in all areas, including mass 
media to promote their cultures. 
Change is in the air, however. Edu- 
cation and Culture Minister Nugroho 
Notosusanto has just launched a 
*Baliology" project and will soon in- 
augurate “Sundanology” and “In- 
donesianology” schemes. Projects to 


North Koreas grab to clinch a 
Japanese wres ling hero for its own 


By lan Buruma ] | 
he beauty of great lege Is 
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panese idol. According to his friends 
this is certainly the way Rikidozan 
himself would have wanted it. One 
friendly sports reporter said: “He would 
have killed us if we had written about 
his real ancestry." And so many still 
believe that their hero was bórn in 
Japan, the son of Minosuke Momota, a 


 geisha-house. operator. and sumo en- 


thusiast. 

But, as pointed. out, legends: are 
able. If the life of Rikidozan i in 

. purious, what can be made of 






japan 


J his sudden appearance in the North 





an weekly newspaper Tong Il 
dn which. he ji is s dépicted as a 















cause of concern for all other groups. 





It is not clear whether the govern- 


ment's new liberal attitude towards re- 


gional cultures reflects its confidence | 


that a degree of regionalism can now 


be allowed without fear of disintegra- 
tion or whether it is more a defensive £ 
move to prevent .de-culturalisation. 


and invasion of such foreign influences 
as the Children of God, who were sum- 
marily expelled. recently. But the 
Minangkabau in West Sumatra are 
certainly welcoming the liberalisation. 


They feel that they have a democratic. 


(not necessarily in the Western sense) 
tradition which contrasts with the 
feudalism of other ethnic groups and 
that their art, having sprung from 
among the people instead of in the 
courts, is more communicative than 
that of other groups. The 
Minangkabau also are proud of having 
produced "half the founding fathers of 
the republic," including Mohammad 
Hatta, Sutan Sjahrir, Mohammad 
Yamin and Haji Agus Salim, aside 
from a host of leading intellectuals. 

. Padang, the capital of 
Sumatra, was also the seat of the 





Re- 


volutionary Government of the Repub- | 
lic of Indonesia (PRRI) in 1958 — but- 


for just two months, until central gov- 
ernment forces retook the city. Chairul 


rean War, he “ended the Americans, 
who had attacked his country and 
massacred his innocent. countrymen, 
the hardness of Korean fists.” His 
physical power “was fuelled by ethnic 
fury.” But “the Japanese reactionaries, 
stung by their wartime defeat, used 
him for their own pernicious political 


_ends and made him a Japanese.” The | 
most extraordinary claim, however, is | 


that his death from stab-wounds re- 
ceived from a gangster in a Tokyo 

nightclub was in fact the result of a 

Sinister American plot. D 

Most of these "facts" are so absurd 
they hardly need to 
be refuted. Far from 
being abducted (as 
many Koreans were) | ,. A 
to Japan, Rikidozan [,.. A) 
very much wanted . 
to go to be a sumo 
wrestler. His alle- 
giance to Kim is 
hardly likely, as 
North Korea did not 
even exist when Ri- 
kidozan left the 
peninsula. More in- sn 
teresting is why this VN 7D 
story came out when 
it did. 

One clue is that it 
appeared just as Ja- 





both Bub: ad — this was a. 


West | 

















 Rikidozan: Japan-bashing. 


Harun, a noted Padang writer who 
chaired the arts festival in Talawi, 
explained that the people of West 
Sumatra had suffered from the PRRI 


sequent spread of communist influ- 
ence in the area, and willingly pledged 
allegiance to the state ideology Pan- 
casila in an effort to improve their own 
lot. 
* 

Bose the Minangkabau dialect is 

close to the national language, 
Bahasa Indonesia, the people here 
easily accepted the latter as their own 
and did not make extra efforts to pre- 
serve the dialect as a written language. 
(As a spoken language, Minangkabau 
never lost its strength.) But there is a 
revival of literature now: Harun him- 
self writes occasional pieces in the 





panese Prime Minister Yasuhiro Na- 
kasone was visiting China in March 
this year. The North Koreans are 
nervous about Japan and China be- 
coming too close, especially when 
Korean affairs are being discussed. 
Then, it is the year of the Olympic 
Games in which, so far, North Korea 


is to take part — a little nationalist 
“fervour, therefore, would not go amiss. - 
It might also be a - 


roundabout way 
to entice Korean 
residents in Japan 
to return to the 
motherland, espe- 
cially as the South 
Korean Government 
is attempting the 
= same thing rather 
more successfully. 
These reasons may 
seem thin, but 
then it does not 
take much to un- 
leash a round of 
Japan-bashing 
in either North 
or South Korea, 
This can hardly 
have been a pur- 
pose for which the 
great wrestler ever 
wished to be used. 


experience as well as from the sub- 





comes 


building with the traditional p 


thusiasm to learn from Bali, by 


. tourism may entail costs which 
-worth paying. 





Minangkabau y p 

other area. 

there is à EN 
activity ` is danc 
are giving néx for 
traditional dance 
is. based on the 
| martial art, silat- 
. The governn 




































generally 
here. Most festiv 3 
ticipants seemed 


share the happy conviction of 
Tourism Ministry official that culi 
and tourism will reinforce each otf 
The official recounted with some 
how he always visits the local mt 
in a n@w city. 

The notion of transforming. tr 
tions to meet the needs of the 
rather naturally to 
Minangkabau who consider. 
selves to be “dialectical” and pro 
sive. 

The more than 100 "sunny. 
fields" will become the agents 
formation — if they come into be 
all. According to the plan, each 
kept grass field will have a. € 












































roof, an open stage, a market to s 
and handicrafts, meeting house, 
mosque. Activities, participated 
villagers of all types and ages, bu 
ticularly by the poets and art 
go on from morning until eveni 
timists foresee a great renaissat 

Not everybody is starry-eyet 
ever. In panel discussions usin 
open stage and in other setting 
val participants expressed 
doubts. According to some, the b 
being prepared is not even e 
acquire the land for the open. 
Others countered the governo 









ing out that few foreigners vis: 
primarilv for the culture: the A 
lians seem to go more for the su 
beach and have created their ow 
ony of sorts. Fortunately or other 
West Sumatra has few non-cultura 
tractions as yet. 

A few people privately expres 
fear of contamination caused by al 
intrusion. For example, some Filip 
construction. workers in the nor 
western corner of West Sumatra.hi 
entered into temporary marriage € 
tracts with local women, causing 
public. consternation, while-ano 
group of Asean "guests" b 
roads are said to have brought à 
professional women from Ja 
Locals have little idea how $ 
Bangkok and Manila have bec 
major tourist destinations, but $ 
at least, sense that the developme! 
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Secret oil reserves 


By K. Das in Kuala Lumpur 


: ne of the best-kept secrets in the 
l Malaysian oil business was a 
N significant find in the sea off 
Trengganu more than three years ago, 
the REVIEW has learned. Only now has 
ie size of its reserves been disclosed. 
The Dulang field, about 130 miles 
o ffshore, is estimated to have a capa- 
city of up to 270,000 barrels a day (b/d), 
ar yproaching the current production 
capacity of all existing wells — now 
running at more than 300,000 b/d. 
. The secrecy over the field remains 
something of a mystery. There are var- 
E ous possible explanations, but the 
most compelling seems to centre on 
Malaysia' s current balance-of-pay- 
ments problems and the need to 
maximise government revenues, even 
at the expense of the former oil-con- 
servation policy. 
- Apart from an estimated 15-year re- 
serve, a document from the state oil 
co ompany, Petronas, points to "the 
m n characteristic of the Dulang field 
being a waxy crude formation,” in con- 
trast to the more expensive but, for the 
domestic market, less useful “cham- 
Ẹ jagne crude" in the other fields now in 
pn duction or under development. 
f This means that when in production, 
ie Dulang crude will fulfil local re- 
ents and reduce dramatically — 
Bo end — the need to import crude. 
"Champagne crude," suitable for 
high-technology use, is now exported 
almost in its entirety, with some 10% 
* so retained for blending with im- 
ported heavy crudes. 
- According to oil-industry sources 
re, contractors were invited by Pet- 
'onas Carigali — Petronas' explora- 
tio 1 arm — to submit conceptual and 
etailed engineering designs as well as 
te ical-assistance service plans for 
the drill platforms and other facilities 
by 7 March this year, in what was de- 
signed to be a fast-track project. 
Despite the stated urgency, submis- 
sions from prequalified contractors fi- 
nally came only on 2 May, and it is now 
» believed that the awards to the win- 
ji ning contractor will be made at the end 
of June, not on 5 May as originally pro- 
j jected. The long delay in disclosing the 
"s ze of Dulang's reserves may have 
en partly connected with the desire 
| in explore international tenders rather 
than submit to pressure from local 
contractors excited by the size of the 
| pao 
. Start-up of production originally 
was planned for 1 November 1986; the 
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REVIEW has learned that the date was 
set back to around March 1987 because 
of delays in design awards. However, 
latest information is that the original 
deadline will be aimed for (even allow- 
ing for bad weather during the 
November-March monsoon season). 
The REVIEW also learned that of the 25 
contractors who prequalified, fewer 
than five have been short-listed. All 
the contractors are obliged to have 
bumiputra majority-owned companies 
as joint-venture partners. 

The multi-platform project, with 
offshore storage facilities for 1.1 mil- 
lion barrels of oil, is to be built in an 
area west-northwest of the Tapis field, 





in water 72 ms deep. The project design 
calls for four well platforms, one 
central processing platform and the 
underwater storage facility. The de- 
sign contract is estimated to cost M$37 
million (US$16.1 million). (The total 
project cost, including charge orders, 
variations and value engineering, will 

be around M$1.2 billion.) 
ccording to the sources, the de- 
A sign was for facilities to extract 
oil from the Carigali end of the 





Dulang field estimated at around 
50,000 b/d. But the figures have been 
revised upwards to about 78,000 b/d 
since the invitation to tender was made 
in mid-February. 

The lease which Exxon holds in the 
adjacent and contiguous part of the 





Dulang field is much bigger, capable of 
producing 200,000. b/d. According to 
highly placed sources, Esso Production 
of Malaysia Inc. (EPMI — the Malay- 
sian subsidiary of Exxon) designs for 
exploiting its own sector of the field 
were accepted by Petronas after it was 
made clear that the exploitation would 
be a common venture with Carigali 
and subject to direct Petronas monitor- 
ing. In fact, the oil from both fields will 
be collected at the same point. 

The REVIEW has learned that a 
number of senior Petronas staff are 
facing disciplinary action and at least 
two, including one foreign consultant, 
have been dismissed following allega- 
tions of improper con- 
duct related to the 
overall Dulang extrac- 
tion programme. While 
it was not possible to 
determine the exact 
nature of the alleged 
offences, industry 
sources said that 
among other things, 
Petronas was anxious 
to prevent possible 
unauthorised produc- 
tion. 

To this end, the de- 
sign contract called for 
a supervisory, control 
and data-acquisition 
platform that would 
computer-link all plat- 
forms in both the Cari- 
gali and EPMI parts 
of Dulang field to 
Petronas headquarters 
in order to monitor 
production. 

While the presence of new oil sources 
was cause enough for comfort, there is 
little jubilation evident here. First, ad- 
ditional extraction runs counter to the 
National Oil-Depletion Policy. Sec- 
ondly, the production date is a good 
way off. Thirdly, the need for caution 
was highlighted by allegations in par- 
liament in 1980 by opposition leader 
Lim Kit Siang that EPMI, working on 
its Tapis A platform, had extracted 
58,000 b/d instead of the permitted 
35,000, and suggested that oil revenue 
lost i in August 1979 alone amounted to 
M$800 million. 

It is understood that the govern- 
ment, with severe balance-of-pay- 
ments problems, is prepared to ditch 
the oil-depletion policy but wants to 
avoid making the issue political by 
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at a time when it was seriously be- 
lieved that reserves would be badly de- 
pleted by this year, with production 
falling off to 135,600 b/d. 

According to National Petroleum 
Advisory Council sources, it was then 
believed that by 1990 production 
would hit a low mark of 17,800 b/d. 
When the estimate was made, reserves 
were put at 1.37 billion barrels. | 

Even two years later, at a seminar 
on oil substitution in Asean, Petronas 
research department manager Bebe 
Chooi said that by 1990, Malaysia's 
energy needs would be in the region of 
356,000 bdeo (b/d equivalent of oil), the 


oil content being anything between 


60% and 89%, depending on the deve- 
lopment of gas, hydroelectric power, 
coal and other resources. -— including 
nuclear power. 


y this time, oil conservation 
& was established policy. And yet 


the Dulang field was not even | 
mentioned either by Chooi or by the ad- 


visory council. In its 1979 report, the 


council listed 22 fields, including those | 


which were only potential producers, 


such as Sotong and Seligi, but did not 7 


mention Dulang. 


While industry sources say Dulang's ik 


potential was confirmed around 1981, 
the mystery is that Carigaliaquired the 
field from Conoco of the United States, 
which already claimed in 1979 that 
' there were substantial reserves in the 


field. Some industry sources say that 
out claiming. that 


Conoco pulled | 
Dulang was a marginal field, but that 
when Carigali expressed interest in 
aquiring it, made extravagant claims 
for it. 


It is also claimed that the real reason | 


for Conoco's pull-out was that the 
company did not accept the 1976 pro- 
duction formula which Shell and 
Exxon accepted after long-drawn-out 
and bitter negotiations with the Ma- 
laysian Government (REVIEW, 29 Oct. 
'76). But whatever the reason, oilmen 
here say it is odd that Petronas and the 
petroleum council said nothing of the 
field for years. 

Yet another reason for kenis the 
“waxy crude" field's potential secret is 
now seen as a strategic one. Sources 


say that there are elaborate plans to | 


uplift, refine and store between six and 
nine months' supplies for strategic use. 
Itis argued by Ministry of Defence per- 
sonnel here that in case of hostilities, 
Malaysia would be cut off and the local 
"champagne crude" would not serve 
all needs. As long as the local crude 
was of the light quality, storage would 
have limited value. With waxy crude, 
all needs, including aviation and diesel 
fuel, ‘would be available. — they 


learned that ‘the policy was s formulated. í first targets. 


debate: a 


| the effects of recession biting into the 


| they say electrification projects can 
Serve as a training ground for national | 


The kind of storage facilities — 


‘production. However, 


going for 


Fourth Malaysia Plan, oil contractors 
say the priorities have changed. The 
Mid-Term Review of the plan this year, 
too, revived some of the expenditures 
shelved in 1982 and 1983. l 
Production therefore may be accel- - 
erated, depending on sales contracts 
and the spot market. In fact, Deputy 
Finance Minister Datuk Sabaruddin | 
Chik told a seminar in December 1983 
that production would be raised to 
about 440,000 b/d this year, though he 
did not say which field the oil would | 
come from or who was going to buy it. 
It was, however, pointed out. that > 
Shell had found a new field about 80 
miles off Bintulu in 1982 and that this. 
would be in production this year. Shell 
declined to give details of the field’s | 
capacity. . : 
Sabaruddin' S statement anda state- | 
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By Susumu Awanohara in Bukit Tinggi 


consultants, contractors and supp 


Af cst Sumatra is going electric. At 
W the branch office: of the state | 
electricity corporation, Perusahaan 
Umum Listrik Negara (PLN), en- 
gineers who recently completed the 68- 
mw. hydroelectric power station at 
Lake Maninjau, 40 kms west of this 
highland city, spoke of a new plan to 
build a giant 240-mw. station on Lake 
Singkarak, this time some 50 kms to 
the south: Further south, a 100-mw. 
coal-based thermal plant beside the 
Ombilin coal field is about to begin 
construction in earnest. In addition, 
two small diesel-powered stations and 
three mini-hydro projects are planned 
by PLN during the just-started fourth 
five-year plan (1984-85--1988-89). i 
The government is allocating as 
much as 10% of Indonesia's total pro- 
jected development expenditure dur- 
ing the next five years to electrification 
activity, to more than double PLN's. 
power-generating capacity by March. 
1989. To believers, the importance of 
electrification — particularly in the 
rural areas — has been self-evident. 
They have advocated it for economic, 
social and national-security reasons. 
Now they have an additional reason: 





the waters claimed by both Indon 


However, given the potential o: 
new field, some of his more adven 


railway links to the east coast, s 


— steps up its programme to Suis power to remote 
areas, despite the costs and high import content . 


: injau project as a shining examp 
| projects are highly capital- and 
| port-intensive - 


strongly argued against such proj 
"The World Bank study 
view of many Indonesian eco 
and severe balance-of-payments c 


electrification has not yet begun - 


 irification lobby is a 


about 68% to Foughly 4, 















significant that the: Dulang field: 
100 miles south of Vietnamese wal 
and about the same distance west f. 










and Vietnam. 

But for Prime Minister Datuk 
Mahathir Mohamad, the main co 
eration appears to be funds to fuel 
economy, slowed down by the wi 
recession in the past couple of ye 
He was not even using the statist 
new-found wealth to campaign i 
party elections on 25 May, when ĉi 
dates he favours will be challe 































ous economic programmes suc 





highways and even the Malaysiar 
may not appear as unrealistic as 
do to many now. 















































of heavy equipment, and cite the 


The trouble is that electrifica 
~~ a quality . 
earned for them a mention in the 
World Bank study on Indonesia w 


reflects 


planners who must contend witl 
cession, a rapidly growing labour f 


straints. The much-needed debat 


least not in the open. But even the el 
aware of the h 
opportunity cost.of its cause ar 
probing ways to involve the priv 
sector and cooperatives in the 
tinued electrification drive. 

The Maninjau hydro-power sta‘ 
-— inaugurated by President Suha 
in late December 1983 — was the 1 
major project of the third fiv 
plan, during which PLN's capacity 
creased 71% to 3,913 mws and n 
PLN (private industri ies, regional: 
ernment, cooperative and private ele 
tricity. ventures) Nepos inerea: 
200 mws, fora 
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total © 


— 
trillion (US$2.5 billion), which was 


! : some 11.5% of the government's total 


development budget during the third 


- five-year plan. During the last plan, 
N electricity reached 6,125 more villages 


throughout the country, making the 


total 8,300 by March this year. 


The current fourth plan is just as ag- 


gressive. PLN's capacity will be in- 





— creased by a whopping 5,255 mws, or 
— 134% of the last planned increase: 
— 1,425 mws will come from hydro- 


power, 
- thermal, 50 mws from mini-hydro, 220 


1.100 mws from diesel-run 


from geothermal, 1,830 from coal-run 
thermal and 630 from oil- and gas- 
fuelled thermal sources. In addition, 


- there are ambitious plans to beef-up 
— transmission and distribution. The 


total PLN budget for the fourth plan is 


_Rps 7.84 trillion, which is 213% more 
— than that of the previous plan and 
— compares with the total development 

- budget of Rps 78.61 trillion for 1984- 
— 85-1988-89. During the five years, 
- PLN hopes to reach 7,000 additional 
— villages. 


The cooperatives are planning to in- 


- crease their power-generating capa- 


city by 50 mws mainly in the rural 
areas and to bring electricity to 1,250 


— more villages. If all goes according to 
plan, slightly less than 25% of In- 


donesia's 68,000 villages will have 


— electricity by March 1989, which is an 


enormous achievement from the wel- 
fare point of view. 
Indonesia has not seen the usual 


_ great debate on whether electricity 


constitutes “a basic need,” perhaps be- 


— cause it has basically solved problems 


of food, shelter and clothing. Some 


_ foreign economists have questioned 
_ claims that electricity is superior to 


other forms of energy — that it is useful 
for agricultural production, notably in 
irrigation, or that it is an essential 
input for rural industries. 


here have been suggestions that 

rural electrification may in fact in- 
crease unemployment and that social 
objectives associated with electrifica- 
tion (higher educational standards, 
lower birth rate, reduced rural-urban 
migration and better quality of village 
life), can often be served better and 
more directly by increased schooling, 
better birth-control methods and wide 
use of pressure lamps. Basic to such 
criticisms is the fact that the initial 
cost of electrification is high and it is 
often done at the expense of other pub- 
lic services. 

The third and fourth five-year plans 
are proof that the Indonesian Govern- 
ment has not been distracted by such 
arguments. It is convinced electricity is 
an infinitely better source of lighting 
than others, that communal use of 
electricity in, say, street lighting, 
has far-reaching positive effects on 
village social life and that such use, 
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x budget as of early 1979 was Rp s? 





— P= 


n »w emp peres jer Ei T off the 
ble Sepe Iul effects of electrifi- 
cation. 

Inaugurating the Maninjau project, 
Suharto expressed great satisfaction 
that it had used the work of domestic 
engineers and contractors. The feasi- 
bility report for the project was first 
prepared by PLN engineers in coope- 
ration with the Institute for Regional 
and Economic Research at Andalas 
University in Padang, West Sumatra 
and then handed over to the main 
(foreign) engineers as construction 
began. The project was unique, too, in 
that design was entirely done at the 
site with a majority of local draftsmen, 
under supervision of the main en- 
gineer. 

Transfer of know-how took place in 
the construction, too, so that the 
domestic  subcontractors (working 


with the main foreign contractor) are 
supposed to be ready to take on sub- 
stantially more important roles in fu- 
ture projects. Foreign engineers and 


contractors admit privately that the 
technology transfer at Maninjau was 
not as successful as they had reported 
to the authorities (in a desire to be 
awarded further projects), but agreed 
that technology transfer had been neg- 
lected for too long in Indonesia. 

In line with the state secretariat's 
policy to raise the domestic content of 
public-sector projects (REVIEW, 19 
Apr.), PLN recently has committed it- 
self to maximising the use of domestic 
consultants, contractors and equip- 
ment. While this will reduce foreign- 
exchange requirements and increase 
domestic capabilities, there is a worry 
that the.project quality may decline 
and in the case of aid-funded projects, 
procurement guidelines of donor gov- 
ernments or agencies may come into 
conflict with the high domestic-content 
policy. But electrification enthusiasts 
apparently are hoping that their vol- 
untary cooperation with the powerful 
state secretariat will increase the 
chances of their going ahead with the 
expensive projects. 

So far, the clearest caution has come 
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G it x: m hk 
high Tabour —— por Tow import 
content. Import contents are as high as 
62-66% in the case of investments in 
power generation and the industry- 
and-mining sector while they are only 
about 20-35% in such desired areas as 
education, health, housing and ag- 
riculture, the study points out. It goes 
on to demonstrate that the power and 
industry- and-mining sectors, under 
various plausible assumptions, would, 
between the two, pre-empt 36-46% of 
all public-sector capital-goods im- 
ports. This means, among other things, 
that if all the planned projects of these 
other sectors are to be implemented, 
their overall import content would 
have to decline to unrealistically low 
levels. 


he study says: “As regards the pow- 

er sector, the need for significantly 
higher levels of investment could be 
justified on economic grounds, given 
the low levels of per capita power con- 
sumption in Indonesia [in 1981, less 
than 100 kwh compared with Thai- 
land's 300 kwh and Singapore's 2,745 
kwh], and the long lead times and 
lumpiness of power projects. Quite 
clearly, supply capacity will be the 
main constraint on increasing power 
sales and consumption over the next 
few years. However, given the resource 
constraints, it may not be possible to 
expand generation capacity as rapidly 
as desirable in order to satisfy the anti- 
cipated growth in demand. In this con- 
text, the desirability of stretching out 
the planned build-up of generation ca- 
pacity will need to be explored. It is 
also important to ensure that due con- 
sideration is given to efficiency criteria 
in the choice of investment projects. " 

It is difficult to predict what sort of 
debate and bargaining will take place 
over the next five years. One solution is 
to involve the private sector and 
cooperatives more in the business of 
supplying electricity to the public. The 
private sector has capacity as large as 
that of PLN, but most of this takes the 
form of industrial plants generating 
"captive power" for their own use — 
sometimes offering the surplus to PLN, 
at a price. 

PLN officials are studying pos- 
sibilities of encouraging industries to 
install greater surplus capacity in fu- 
ture and of prodding several large in- 
dustrial users of power to team up and 
generate their own electricity (instead 
of relying on PLN or setting up indi- 
vidual power plants). 

Another idea is to invite the private 
sector to play a role in power distribu- 
tion and consumer servicing, which 
may conceivably become profitable, 
leaving generation and transmission to 
the government. A further idea is the 
issuing of bonds to help finance the 
projects. But the electrification propo- 
nents stress that subsidies cannot be 


done away with completely. oO 
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a p He, Mai I its name. But the spirit that made Datsur 
— EU 1 M 415 a symbol for advanced automotive tech- 
m OO ee Tomi". $> nology throughout the world will never 
a $ d » Mid: disappear. Because now Datsun is Nissan. 
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m uM MENS you've begun to miss the name Datsun, rest easy. 
" l The spirit that made Datsun 


so great is alive and well and NISSAN 


Production line with welding robots living inside every Nissan. 
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Few manufacturing industries are required to produce 
with the sophistication of aerospace bearings. SKF is 
among the few. 

In the field of rolling bearing science, no facilities exist 
today comparable with the SKF Engineering & Research Centre 
in The Netherlands combined with the SKF Technology Center 
in the USA. 

The SKF high technology aerospace ‘family’ includes 
names such as: ADR instrument and airframe bearings, Transrol 
ball and roller screws and Sarma mechanical flight 
control components. 


«€ [o achieve high performance and reliabilit 
even simple components can demand 


a level of capability and technology that 
will stretch commitment to the limit?? 
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Florida to California the long 
way round. 


$ 

When NASA’s Columbia and Challenger Vy 
piggy-backed their ways into space, a new | P. 
concept took tangible shape: re-useable 
spacecraft voyaging regularly to link up 
with structures, even entire colonies, 
built in space. 
Returning to Earth, the unpowered craft 
depends solely on its aerodynamic 
properties and the physical forces of | j f à 
friction and gravity to slow it down to a LA A 
safe landing speed. Ó . 

SKF has contributed to two vital systems 
supplied by the Sundstrand Advanced 
Technology Group: the shuttle's 
auxiliary power units (APUs) and its 
steering and braking system. The APUs 
are small turbines. There are two on the 
rocket and three on the shuttle. During 
flight they power hydraulic equipment, 
control flight movement, initiate landing 
functions and operate the undercarriage. 


IL 
KY 





SKE. The exact bearing-and more 


The shaft of each APU runs in two SKF 
angular contact bearings at 72,000 r/min. 
Made of special steel, they are fitted with 
silver-plated cages to reduce friction and 
enhance lubrication. 


During the 30 minutes between re-entry 


and landing, the shuttle speed is reduced 
from 27,350 km/h to 345 km/h, with the 
vertical stabiliser serving as a rudder or 
brake, depending on its setting. 

Four specially heat-treated bearings are 
incorporated in the drive which governs 
the movement. To save weight, these run 
directly on the shaft without inner rings. 
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Non-identical twins for Boeing 
family. 

Introduction into commercial service of 
Boeing's advanced technology 767 and 757 
jetliners within 5 months of each other 
crowned a concurrent development 
programme of new proportions for the 
industry. It also resulted in nearly 60 per 
cent of significant line-replaceable items 
being common to the two twinjet aircraft 
despite their size difference. 

Both of the 186-seat and 220-seat basic 
models have proved more fuel-efficient 
than projected, with greater range/payload 
potential. Greater use of non-metallic 
space-age materials as much as 30 per cent 
lighter than traditional materials has 
helped. So have the advanced wing-design 
and proven power plants. 

SKF aero-engine bearings are included 
in Pratt & Whitney, General Electric and 
Rolls Royce power plants used, for 
example, in the Boeing 767 and 757. 
Sarma bush rods and cable tension 
regulators used in the 767 are examples of 
airframe components made by SKF 


Flying safe in gusty winds. 


first twin-turbine helicopter in the 2-tonne 
class, has a proven reputation for heavy- 
turbulence safety. It is operating under 
extreme climatic conditions in off-shore 
missions in Alaska, Canada, Norway and 
northern Scotland, and has carried out 
helipad starts and landing at wind speeds 
up to 75 Knots in the Magellan Strait. West 
Germany's aerospace group - MBB - has 
delivered this helicopter type to some 

120 customers in more than 30 countries. 
Many of the BO 105's proven parts and 
components are also used in the larger 







Messerschmitt-Bolkow-Blohm’s BO 105, 





type BK 117, a joint venture with 
Kawasaki Heavy Industries. 

SKF is involved with safety-critical 
components which include planetary gear 
and swashplate bearings, tail and rotor 
bearings, main transmission gearbox 
bearings, airframe bearings, flight control 
and rotor-angle adjustment rods. 


Ariane. A view from above. 


During this decade, some 200 
geostationary satellites are expected to 
be launched, a high number of these for 
communications. To compete for a 
proportion of this commercial launcher 
market and establish an independent 
launching capability for its own scientific 
satellites, the European Space Agency 
(ESA) decided in 1973 to develop the 
Ariane launcher. The three-stage, 47.8 m 
—* Ariane l viris 210 tonnes at lift-off. 
Propellant constitutes 90% 
of the mass, the structures 
and payload accounting 
for about 9% and 1% 
respectively. 

SKF companies such as 
Sarma, ADR and Transrol 
are all involved in world 
space projects. In Europe, 
for instance, Sarma 
provides ESA’s Ariane 
with brace struts and 
actuating rods. And ADR 
supplies high-tech 
miniature bearings for 
precision applications 
such as the momentum 
wheel in inertia gyroscopes 
as used for trajectory 
correction in the ISRO - 
India ‘Apple’ satellite, 
launched by Ariane. 
Between 1984 and 1986, 
second, third and fourth 
: generations of Ariane will 
EN be launched to enhance 
| the reputation of this, the 
world's first commercial 
launcher. 
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Located 
close to busy 
Orchard Road 
the York's 
proximity to 
Singapore's 
central 
shopping district and lively 
entertainment makes it an 
exciting place to be. 

Tastefully furnished rooms 
which range from split-level 
cabanas to spacious suites 
provide comfort in style. 
Function rooms for seminars 





and conferences 
are available. 
And even a health 
club complete 
with a sauna. 

In-hotel dining 
isa gourmet's 
pleasure. Here you'll find 
authentic Italian and Japanese 
cuisine. And the pooldeck cafe 
and a coffeehouse offer both 
western and local delights. 

Well located, the York 
makes your stay in Singapore 
pure delight. 


On hol idav or business 
in Singapore, the York 
treats you right. 


Business 
Travels 
With 

The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 





At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you’d like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
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York Hotel 
UNSURPASSED COMFORT 
21 Mount Elizabeth, Singapore 0922. 
o. Telex: RS21683 YOTEL. Cable: YORKHOTEL. 
GOODWOOD PARK * YORK HOTEL * 
LADYHILL * BOULEVARD HOTEL SINGAPORE. 


speak for themselves. You'll 
see how well-travelled we are. 
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Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


“Ore? 


Reservations Worldwide: KLA V Golden Tulip Hotels. Sleigenberger Reservation Service 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or atrline. 
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luminium demand and prices have rebounded sharply 
from the trough of recession, thus reducing fears that 
the white metal would become the great white elephant of 
Asia and Australia. Higher prices are bringing mothballed 
capacity back into production, not least in Australia where 
second-generation smelters are being phased in as 
outdated and (now) uneconomic smelters in Japan are 
phased out. But if the slump and recovery since 1979 prove 
anything, itis that this most demand- and price-cyclical of 
metals is likely to become even more volatile in the future. 
During the recession, New York prices slumped from 
around US$2,000 a tonne to nearer US$1,000 (REVIEW, 5 
Feb.'82). They have since bounced back sharply and though 
levels have recently fallen from a recovery peak of around 
US$1,600, they are expected to pick up to US$1,650-1,750 
by the end of this year. (London prices for the slightly less 
pure metal are somewhat lower.) In part, this volatility 


DEMAND-CYCLICAL 

World aluminium consumption, 

'000 tonnes, per point of OECD 
industrial production 
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hope — once more 


By Patrick Smith in Sydney 
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Renaissance in aluminium — 


Australia's great white 
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arises from the fact that aluminium has more applications | 
in consumer products and less in capital investment than 1 
more traditional metals. So it obviously has benefited from 
the sharp upturn in consumer spending, especially in the | 
United States. By the sametoken, demand and prices could i 
fall again quite sharply if economic recovery is aborted. 

But there are more secular trends at work influencing <j 
aluminium prices. Something close to half the world's 
capacity is now in the hands of state-owned enterprises or 
is directly controlled by governments. This means less and — - 
less smelting capacity isimmediately responsive to market — - 
conditions and that swings in prices are likely to become 
more exaggerated as the trend continues. Smelters in this 
category will have a tendency to produce more primary 
metal as the price falls. Market factors also are coming 
increasingly into play. 

In the late 1970s, aluminium was listed on the London 
Metal Exchange and towards the end of 1983 it had its first 
listing on the Comex in New York. This means two things: 
prices are controlled to a lesser degree by major producers 
and are more likely to swing up and down according to 
immediate demand than when the majors effectively | 
controlled prices through long-term contracts. It also 
means aluminium is now a global metal. Demand and 
capacity can no longer be considered strictly on a regional 
basis. " 

There is little question, meanwhile, that Asia remains j 

| 
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the world's most promising market for aluminium. The 1 
rapid growth in East Asian economies, plus aluminium's 
entry into such areas as consumer packaging, should 
ensure strong demand. This runs alongside profound 
structural shifts in Japan, where smelting capacity has 
been cut and demand met increasingly either from imports 
or from what has become the largest secondary (scrap- 
reprocessing) industry in the world. Japan remains one key 
to world prices. Worldwide, aluminium consumption 
traditionally has grown faster than gross national product, 
but now is expected roughly to keep pace. Even so, that still 
leaves scope for demand growing fairly vigorously in line b 
with the generally robust economies of East Asia. D 
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Aluminium, London, yearly average 
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Current 
London market 


he setbacks Australia's aluminium 

industry suffered in 1981-82 now 
look less like a reversal and more like a 
pause. Additions to primary-metal 
production capacity are scheduled to 
increase by more than 600,000 tonnes 
by 1986 from 380,000 tonnes at the be- 
ginning of the decade. Alumina-refin- 
ing capacity will grow by 25% this 
year. But there is disappointment that 
the rise in metals prices that began in 
mid-1982 has flagged over the past six 
months. Local forecasts for year-end 
prices now run to US$1,750 a tonne for 
three-month contracts on the London 
Metals Exchange; nine months ago, 
US$2,000 a tonne did not seem un- 
realistic. But this new caution is 
matched by the long-term view that 
the nation's comparative advantages 
will keep it a competitor and that East 
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Asia will remain the world's fastest- 
growing market. 

The projects now coming to fruition 
reflect Australia's determination to 
export more semi-finished products 
and less raw materials and to add value 
to such inputs as coal by applying them 
to domestic downstream industries in- 
stead of exporting them. There are also 
efforts to integrate vertically or to con- 
centrate activities in one segment of 
the industry: 


» Comalco, a subsidiary of CRA, is 


currently completing start-up of a 
A$700 million (US$630.6 million) 
smelter at Boyne Island, Queensland, 
which will reach full capacity — 
206,000 tonnes — by mid-year. 


Partners at Boyne Island are Kaiser 


Aluminum of the United States and a 
group of Japanese companies — two 











Sumitomo units, Kobe Steel, Mit- 
subishi Corp. and Yoshida Kogyo KK. 
There is provision to double capacity 
in the future, with Comalco permitted 
to claim up to 90% of the additional 
output. Comalco's share of output now 
is 30%; its total smelting capacity, in- 
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d exports, chiefly to Japan, 





st in the Showa Denko aluminium 
In March, Pechiney of France com- 
sioned a smelter at Tomago, New 







otal capacity of 230,000 tonnes. 
pending came to A$700 million, di- 


ninium Finance (a unit of the CSR 
» with 35%), Australian Mutual 
vident (15%), VAW Australia (of 
Vest German VAW group, with 
5) and the Hunter Douglas build- 
upplies company (3%). Almost all 
oduction is intended for export. 

the end of this year, Alcan Aus- 
, a unit of the Canadian 
inium giant, will finish a A$200 
ion expansion of its smelter at 
i Kurri, Western Australia, to 
000 tonnes of capacity from its 
'ent 90,000 tonnes. Work on the 
ect began in 1981 but was halted 
-= the following year as prices 
jan to slide. Capacity utilisation 
bsequently sank to a costly 60%. 
e work at Kurri Kurri recom- 
ed at the end of 1983, by which 
the smelter's two potlines had re- 
ed operating at near full capacity. 
it was a costly year — Alcan's sec- 
consecutive loss. Only a third of 
an's output is contracted for ex- 
making the company more vul- 
ble than others to the first-half 
turn in the domestic building in- 
y. Revenues were up 17%, 










































nter a new 
jeneration 


Jy Patrick Smith in Tomago, 
-New South Wales | 


the smelter officially opened near 
lewcastle, New South Wales, on 5 
arch —- it is the first to be majority 
wned by Australian interests. 
chiney is proud of it, too: just as 
coa was interrupting work on its 
rtland smelter in July 1982, the 


se, visited Tomago and left the 
ns intact. Tomago produced its first 
ot in September 1983; it has not 
ught the recent market upswing per- 






: third iu income in 1983; E! 





Comalco has taken a 50% in- 


south Wales, with two potlines and. 


ed between Pechiney (35%), Gove - 


to 


| ustralians are especially proud of 


nch firm's new chairman, Georges | 


ly, but it is counted an unqualified 







is one of half-a-dozen 




























e Britain — 2.4 —9.5. 
“| France — $9 4.8. 
|. Italy 9.9 49 ; 

WestGermany | 8 9.B 
Other Europe . 93. 3.5 
European total 3f 24 
Rest of world 13.3 5.9 
World total 10 1.9 








Source» Anthony li Associates. 



























A$258.7 million, put losses doubled, to 
A$21.2 million.. 

» Refining capacity is also rising. In 
April, Alcoa of Australia opened a 
A$400 million refinery at Wagerup, 
Western Australia, with a rated capa- 
city of 500,000 tonnes. The plant was 
completed in July 1982 and mothbal- 
led immediately. Of the output, 1076 is 
to go to Alcoa's domestic smelters, 
with the remainder now committed to 
markets outside Asia. 


nother new Western Australia re- 

finery, a A$1.1 billion plant with a 
capacity of 1 million tonnes, is owned 
jointly by Reynolds Australia (40%), 
Shell Australia (30%), Broken Hill 
Proprietary (2075) and Kobe Alumina 
of Japan (10%). It opened in March — a 
delay of five months, owing chiefly to 
marketing problems and low alumina 
prices. 

The Worsley and Wagerup refineries 
will bring Australia’s alumina capa- 
city to 9.2 million tonnes a year — giv- 
ing Australia a third of the world mar- 
ket. For Alcoa, Wagerup is part of a 
new strategy to concentrate invest- 
ments in refining, rather than smelt- 
ing. In 1983, its net earnings fell from 
A$61.1 million to A$58.1 million, the 


rose 4%, to indo: million. 
























plants once envisaged as Australia's 
second generation of smelters — and 
one of two that so far have started 
operating. These plants were sche- 
duled at a crucial time: as Japan cut 
domestic smelting capacity (and thus 
its bauxite and alumina requirements), 
demand would be met with vastly in- 
creased imports of primary metal. 


State-of-the-art technology would be. 


an important factor in Australia's 
competitiveness: the new  Smelters 
more automated; dhey would: require 
less manpower and less energy. 
Tomago’s two potlines, each of 
which produces more than 115,000 
tonnes a year of primary metal, are the 
largest now operating in Australia. To- 
mago's lines now operate at 180,000 
amperes of current. That is about the 
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lowest level in seven years. Revenues : 


limit without creating unwanted elec- 












a phase cons ruction 
was half-finished when it was. 
halted in mid-1982, just be- 
fore prices hit bottom. Offi- 
cials reckon Portland will cost 
about A$700 million by com- 
pletion; further phases will 

bring capacity to 540,000 ton- 

nes. 
Alcoa wants to cut its share 
of the project to 2576. It is apparently 
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close to an agreement with Mitsubishi 


and has been discüssing an equity 


stake with the Victoria state govern- 


ment. It also has been discussing the 
state's electricity prices — which have 


- become politically sensitive along with 


the state's plan to invest in Portland. 


Alcoa reportedly has insisted on a 


price of 2 A cents per kwh, where com- 
pany officials place the w« rid average; 
the state is said to be firm at 2.5 cents. 

Probably further off is‘a proposed 
smelter to be built in Western Austra- 
lia by a South Korean group with 
Reynolds or another multinational 
smelting concern. Plans call for the 
South Koreans to finance both the 
smelter and a coal-fired generation 





plant, both of which are estimated at 


A$1.2 billion. 

Australia's new smelters will raise 
total capacity to 995,000 tonnes once 
they are completed. But the current 
round of expansion still leaves the na- 
tion short of what had been projected 
as recently as 1981. Australian Mineral 
Economics, a Sydney consultancy, 
then reckoned six new smelters would 
be added to the country's three by the 
end of the decade. Some of the projects 
then planned, such as Alcan's Good- 
wood smelter and BHP's Lochinvar 
plant, are probably dead forever. DO 


Tomago's furnaces require roughly 
14,000 kwh of power to produce 1 
tonne of metal, putting them well 
below the world average of 16,700 kwh 
a tonne. That is several thousand 
kilowatt hours down from require- 
ments in the late 1970s. Tomago's elec- 
tricity prices are undisclosed; they 
probably come in at about the ‘world 
average: roughly 2 US cents a kwh. 

Reduced labour requirements are 





another feature of advanced smelters. 


Tomago’s pot rooms, each nearly 1 km. 
long, can look like ghost towns: recent 
visitors cóunted nine workers in a 
room operating at nearly full capacity. 
Potline process controls are fully auto- 
mated; 140 video terminals link pro- 
duction units. Tomago will achieve full 
output with a crew of 900; a decade ago 
1,200 people produced 25 % less metal. 
Each of Tomago’s five partners is 
responsible for delivering its own : 
share of raw materia hiney, 








States), supplied 490,000 tonne sof 

| gots, or almost twice the age p 
duced domestically. 

At home, only Nippon Light Metals — 

and Mitsui Aluminium continue süb- | 


stantial and viable smelting *opera- 
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By Gene Gregory in Tokyo 
N° one observing the rapid growth 
of the Japanese aluminium indus- 
try in the 1960s and early 1970s could 
have imagined that, by this year, pri- 
mary-aluminium, production using 
existing electrolysis technology would 
be virtually abandoned and the days of 
specialised aluminium-smelting com- 
panies clearly ended. Aluminium, like 
steel, became a symbol of Japan's viril- 
ity, its production. linked inexorably 
with the security of an industrial state. 

Yet Japan is now reconciled to aban- 
doning all but 10% of its aluminium 
smelting capacity. From 1978, Japan- 
ese primary-aluminium. production 
dropped from its post-war peak of 1.12 
million tonnes a year to 257,000 tonnes 
in 1983. As the cost of Japanese smelt- 
ing rose, propelled by successive in- 
creases in petroleum prices, one plant 
closure followed. another. Six 
aluminium-smelting companies 
operating 14 plants were reduced to 
five with seven smelters — and even 
they are now operating at a fraction of 
their original capacities. 

By the end of next year, it is likely 
that total primary-aluminium smelt- 
ing capacity in Japan will be reduced 
to below 200,000 tonnes, produced in 
just two smelters which remain com- 
petitive because of their hydroelectric 
and coal-fired power supplies. All this 
has been allowed to happen, with the 
help of imports rising from 350,000 
tonnes a year before the first oil 





crisis to 1.3 million tonnes in 1983. 
Japan is the only country to have for- 
mulated a comprehensive adjustment 
policy to overcome the deterioration of 
the aluminium industry’s competitive 
position — and it has made it work. 
The measures taken by both private 
enterprise and government have been 
essentially responses not only to higher 
energy costs and recession but also to 
the phenomenal growth of secondary- 
aluminium production, using recycled 
domestic and imported scrap. 

Most important, this adjustment has 
been made without the major business 
failures or social disturbances that 
normally accompany such rapid in- 
dustry retrenchment. In all, seven 
plants have been closed in the past six 
years, reducing employment in pri- 
mary-aluminium production from 
94,508 to some 35,000. 

The strategy of Japanese smelters 
has been to scrap capacity at home and 
build abroad, close to cheap energy 
and bauxite supplies, moving into 
downstream fabrication at home. In 
the process, specialised smelters 
operating mainly on a national scale 
have become integrated international 
aluminium producers. 

By 1983, smelters had joined with 
leading fabricators such as Kobe Steel 
and Sumitomo Light Metals, trading 
companies and local partners in five 
overseas smelting operations — Enzas 
(New Zealand), Alpac (Canada), Ven- 
alum (Venezuela), Asahan (Indonesia) 
and Gladstone (Australia) — which, 
when combined with Mitsui and Co.'s 
investment in Alumax (the United 


kets all of the AMP insurance group's 
share. It also takes a quarter of Gove 
Aluminium's portion of output, since 
Gove needed long-term contracts to 
secure its A$160 million (US$144.1 


tions. . 
But 


both have been moving - 


downstream, committing increasing 


shares of their resources to fabrication. 
Showa Aluminium Industries, Sumi- 


tomo Aluminium Smelting and Mit- 


subishi Light Metals have followed the 
same downstream trend. With this in- 
cursion on to turf already occupied by 
specialised fabricators, competition in 
this sector has become ferocious. Mar- 


V 


gins have been stringently reduced, - 


giving the advantage to large-scale 
producers with the latest technology. 
As a result, the quality of large-vol- 


* -— 


ume products, such as canstock, has ` 
risen to surpass world standards and  . 


exports of aluminium sheet, especially 
canstock, has climbed abruptly, keep- 
ing rolling mills operating at capacity, 


albeit without profit. Retrenchment is .— 
almost a completed chapter: the task ` 


ahead remains the revitalisation of the 
industry. 


ta 


igorous competition among the - 


bank-centred  keiretsu 
groups was largely responsible for the 
plight in which the aluminium indus- 


(trading) — 


rU 


try now finds itself. It was thereforeup — — 
to the same groups to salvage it. A pat- — 


tern of excessive competition in the 
aluminium industry has been the re- 
sult of each bank group feeling bound 


to create a full complement of com- - 


panies covering all growth industries: 


since there are six leading bank - 


groups, there usually have been at least 


six companies in each key industry, — 


whether it makes the best business ` 


sense or not. In the aluminium indus- 


try, this resulted in too many smelting - 


companies locked rigidly in excessive. 


competition for market share, driving r 


headlong for expansion — despite re- 
peated warnings by the Ministry of In- 
ternational Trade and Industry (Miti). 

Because of the rigidity of these group 
structures, when the ultimate crisis 
came, adjustments at company level 


_ = 


E 


had to be made within the framework 
of the group. Merger across group lines | 
is not an option. To cover their enorm- — 


million) in project financing. 
Pechiney thus markets almost 60% 
of Tomago's output — a proportion 


PS 








that may rise in the future. Now that 
construction is completed, it has begun 
marketing aggressively in Japan and 
elsewhere in East Asia. Tomago's main 
contracts are with Japanese clients, in- 
cluding Marubeni and Sumitomo; 
Pechiney expects less than 10% of this 
year’s product to find its way to the 
spot market. 


ous losses, which rose to ¥131.8 billion 


(US$565.66 million) in fiscal 1982, - 


against a combined capital of ¥109.8 


billion, smelters were compelled to — 


dismantle plants and sell them abroad, — 


where possible. Portfolio and property 
holdings, including the Ginza head- 
quarters building of Nippon Light 
Metals, have had to be liquidated. 


For Pechiney, Tomago is part of a | Where possible, as in the tase of - 

new investment strategy. With larger | Nippon Light Metals and Showa ` 

which manages the plant, has a 20% | plants, investments and marketing | Aluminium, new equity issues have  - 
interest in a Queensland refinery and a | tasks, it is now looking for 30-60% of | been floated with the heavy participa-  . 


long-term alumina contract with 
Alcoa. Marketing is similarly divided, 
though Pechiney purchases and mar- 
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new operations. Pechiney hopes to re- 
cover Tomago’s costs and pay off its 
US$200 million in financing by 1987. 


` 
Po 
- 


tion of Alcan and Comalco respec- 
tively. And, in a 
rationalisation of group interests, Mit- 
sui Aluminium was merged with Mit- 


67 


long overdue 


E 
«| 





deca BEN Miti came up with fund- 
ing for Mitsui Alumina's direct-reduc- 
tion research-and-development pro- 
ject — a major undertaking in basic re- 
search that may well revolutionise the 
industry — the Mitsui Group as a 
whole invested considerable amounts 


_ of money to bring the research through 


its initial experimental stages. When it 
became apparent that these measures 
would not suffice to assure a tolerable 
adjustment to the continuing cost- 
price squeeze, Miti responded to re- 
commendations of the Industrial 
Structure Council's aluminium com- 
mittee for positive relief measures to 
speed the process of structural change. 


Bv in 1977, even before the en- 
actment of the omnibus Structural- 
ly Depressed Industries Stabilisation 
Law, Miti employed a variety of tools 
designed for the purpose. The most im- 
portant have been various versions of 
tariff-quota schemes to harness the 
momentum of ingot imports to ease the 
p of adjustment. The difference 

etween ordinary and preferential 
duties on imported ingots was depo- 
sited in a special fund, administered by 
the Kozo Keizen Kyokai (Aluminium 
Industry Structural Revamping As- 
sociation), for allocation to smelters 
pro-rated according to the amount of 
their respective cutbacks in produc- 
tion capacity. 

Then, in 1982, a more liberal set of 
provisions was adopted to allow smelt- 
ers to import ingots duty-free up to 
424,000 tonnes annually for three 
years, regardless of source, and to 
benefit directly from the reduction, 
eliminating the intervention of the 
Kozo Keizen Kyokai. The effect was to 
enable Japanese smelters to take ad- 
vantage of lower-cost spot purchases, 
as well as deliveries from smelters 
abroad in which they had equity or 





By Dirk Bennett in Taipei 


he fate of smelting operations of the 

Taiwan Aluminium Corp. (Talco) 
depends on world market prices of in- 
gots over the next six months and the 
successful conclusion of current joint- 
venture negotiations with the 
Aluminium Company of America 
(Alcoa). Talco's is the only aluminium 
smelter in Taiwan. 

The company's fortunes began to 
slide in late 1980 when world ingot 
prices started to fall and the govern- 
ment-owned enterprise was forced to 
lower sales prices below production 
costs. Its 38,000-tonnes-capacity smelt- 
er, built by the Japanese in the 1930s, 
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with which they had long-term con- 
tracts. 

These preferential imports, intended 
to provide ¥11 billion in added re- 
venues for the smelters over a three- 
year period, were to cover a portion of 
the costs of scrapping plants remain- 
ing after cutbacks under the earlier 
programme, thereby reducing total ca- 
pacity to 700,000 tonnes a year. 

In 1982, further short-term assist- 
ance was provided in the form of a 
150,000-tonne purchase of primary 
aluminium by the Metal Stockpiling 
Association under a *50 billion, three- 
year loan guarantee programme. 

Special power rates were applied to 
electric power consumed by smelters 
at night and other off-peak load 
periods. Government subsidies of 15% 
of capital costs for oil-to-coal conver- 
sion were granted to power plants be- 
ginning in 1982. In addition, low-in- 
terest loans by government long-term 
credit banks were provided to finance 
new coal-fired thermal plants. To de- 
velop new aluminium-refining technol- 
ogy using the carbon-based direct-re- 


Alloyed prospects for 
Taiwan industry 


was shut down in February 1981. 

In July of that year, Talco closed 105 
of the 140 electrolytic furnaces in the 
other  50,000-tonnes-a-year plant. 
When the world market price of ingots 
dipped below US$1,000 a tonne in De- 
cember 1982, this second smelter also 
ceased operations. 

At present, the estimated Taiwan de- 
mand for aluminium ingots (of 140,000 
tonnes a year) is met entirely by im- 
ports. Most come from the United 
States, Australia and Canada. 

There is a possibility that the second 
smelter will restart operations, de- 
pending on the joint-venture deal cur- 





duction method, a joint research body 
was formed by five smelters in August 
1982 to continue the work begun by 
Mitsui Alumina and advanced by the 
combined resources of the Mitsui 
Group. Two-thirds of the ¥6 billion, 
five-year budget has been underwrit- 
ten by the government. 

According to project leader Kenshi 
Kuwahara, former president of Mitsui 
Alumina, the pilot plant will go on 
stream as scheduled this year. If opera- 
tions prove economical, the first com- 
mercial plant will begin production 
using the new method in 1988. Kuwah- 
ara's production-cost target of 
US$1,000 a tonne of 99.99% pure 
aluminium ingot is less than half cur- 
rent oil-fired production costs in 
Japan using the existing Hall-Heroult 
electrolysis process. Moreover, the new 
process will use abundantly available 
domestic clays with aluminium con- 
tent up to 30%, reducing Japan's re- 
liance on imported  bauxite or 
alumina. 

A second research project, under 
way since 1979, conducted at Hok- 





rently being worked out with Alcoa. 
Each company will own 49% of the 
proposed venture, with the remaining 
2% being controlled by a neutral, 
Taiwan party to be selected by 
Alcoa. 

Alcoa would have until 14 July 1988 
to pay-in US$25 million for its share of 
Talco's two rolling mills, a cast house 
and warehouse. The two smelters 
would remain the property of Talco 
and the joint venture would have the 
option of renting the second smelter. 
(The old smelter will remain shut.) The 
decision will be based on projections of 
future world prices for aluminium 
ingots. 

Smelting costs in Taiwan are high 
because of the high price of electricity. 
According to Talco's vice-president, 
Wang Sheng-tien, the minimum 
break-even point for the smelter would 
require a sales price of US$1,650 a 
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trolysis of alu nium chloride. The | ini ie 
energy economics of this system are | e! 


considerably less compelling than the - 





carbon-based direct-reduction pro- 


cess, which would produce 16-24 ton- - 
nes of carbon monoxide gas which can | 


‘tion of chemicals or 





be used for produ 
synthetic fuels. 
The net result of these measures, and 
the voluntary total closure of Sumikei 
Aluminium's Sakata smelter, has been 


to reduce total- 'aluminium-smelting A 


capacity by more than 1 million tonnes 
since 1977, leaving the industry cur- 
rently with an effective capacity of less 
than 600,000 tonnes a year, operating 
at less than half that amount. Under 
present arrangements, at least 50,000 
tonnes of the 250,000-tonne output are 
extremely high-cost and can be jus- 
tified only by preferential imports 
made available to smelters to cover 
losses on existing plant that has been 
partially mothballed under measures 
ostensibly designed to reduce capacity. 
lronically, the effect has been to retard 
further cutbacks in capacity, acting as 
a subsidy for the maintenance of capa- 
city considered by Miti as essential to 
the economic security of Japan. 

As a result, Nippon Light Metals 
continues, with a token output of 
10,000 tonnes a year at its Tomokomai 
smelter, to remain eligible.for duty- 
free ingot imports. 
alumina plant, electrode production 
and casting facilities which constitute 
part of the Tomokomai complex have 
been spun off to form a separate, 
wholly-owned subsidiary, Nikkei To- 
mokomai Co. For similar reasons, 
Showa Aluminium Industries keeps its 

| Chiba plant operating with an output 
tonne. But a sweetener for the American 
company is that the plant would buy 


all of the needed alumina oxide from 
Alcoa's Australian operations. 











manera | "Redroco cere 


tirely. Showa Aluminium Industries 


will likewise probably cease domestic 


production. altogether, relying on im- 
ported ingots from Comalco, which ac- 
quired 50% equity in the company at 
the time of its capital increase in 1982. 
And Sumitomo Aluminium Smelting is 
expected to follow suit. 


his would reduce total domestic pro- 


duction to 200,000 tonnes a year in | 


1985, assuming Mitsubishi's Ryoka 
subsidiary and Mitsui Aluminium con- 
tinue to produce at their current levels. 
Ryoka's existing plants are not capable 
of competitive production, however, 
and informed sources estimate that 
only about 40-50% of Mitsui 
Aluminium’s rated capacity of 144,000 
tonnes is actually competitive, using 


. available local coal from its Miike 


The -profitable | 


Bruce R. Barstow, vice-president of | 


Alcoa for international regional deve- 
lopment, told the Review he hoped the 
final contract would be signed within 
60 days. The major part of the deal in- 
volves Talco’s second rolling mill, 
which is scheduled to go on stream 
next month. The US$100 million, 
50,000-tonnes-a-year facility will turn 

. out strong alloy sheet for military and 
other applications. 

The joint venture will also have to 
assume some of Talco’s huge debts. 
Total liabilities for the company are 
more than US$200 million. Through 
the.first nine months of the current fi- 
nancial year (ending in June) Talco 
suffered reported losses of Vests mil- 
lion. | 


mines for energy generation. A bare- 
bones smelting industry, trimmed to 
only those plants that can compete in 
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the spot market, which has.s 
the major share of | Ja 
aluminium imports since 198; 
liance on foreign sources of alun 
supply has inevitably led to ag 
internationalisation of the Ja 
industry in ways other than dir 
vestment abroad. Foreign firn 
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; s centre ol ae from 
oa to — fabrication. 
1e economic results have been any- 
hing but reassuring, however. Al- 


as a result of the downstream 
Of smelters has driven prices to 
hits of survival. The industry is. 
esult, beset with serious cash- 
problems. 


or, given the nature of bank-group 
structures, is it possible to resolve 
e problems of over-production and 
e resultant excessive competition 
ugh mergers and organisational 
nalisation. Fabricators, lke 
ers, are organised along group 





es. 
To deal with the central problem of 
e fabricators, the Industrial Struc- 
» Council's aluminium committee 
been reorganised to reflect this 
dominant concern. The new 
rities of industrial policy are quite 
r. Revitalisation of the industry 
reduires a three-pronged stra- 
development of new refining 
ology, rationalisation of 
stream fabrication to assure pro- 
ble operations, and a further diver- 
tion of applications of both 
minium and alumina. 
he last two objectives also require 
ng to grips with the basic problem 
olatile prices for the primary metal 
the international exchanges. Con- 
n is mounting within the industry 


assured, many of the present users 
aluminium will switch to substitute 
aterials such as steel and plastics. 
This basie problem defies solution 
y most policy measures taken at the 
national level. Much depends on the 
ccess of the present research-and- 

















ogy. The inventor himself is confident 
hat the major technical problems have 
en resolved to make this process 
economically feasible, and the backing 
of the Mitsui Group and Miti discounts 





king is a technological gamble. Given 
he clear scientific logic of the process, 
















'onomics of the industry possible b 
O e ethe end of the present decad 


m ne two-way transport costs in- 


hough fabricators have been produc- 
ng at capacity, the more rigorous com- 


t unless greater price stability can 


evelopment efforts to develop the 
uwahara direct-reduction technol- 


ergy the government prefers to har- 
 hydro-power from either Sabah or 


he pessimistic view that this under- | 
.40?65-owned associate company in Ma- 
| laysia — the Aluminium Co. of Malay- 
the first br eakthrough in aluminium- | 
refining technology in morethana cen- | 
tury is at hand and a revolution in the 


Í woe aluminium | 
g the — i 


Y din ium), to con- 
sider expanding smelting capacity to 
360, 000 tonnes a year. The company’ S 
aluminium project volves: the con- 
struction of two hydroelectric power 
stations along North Sumatra's Asa- 
han River, which will generate most of 
the electricity required to run a mod- 
ern 225,000-tonnes-a-year smelting 
plant in the coastal town of Kuala Tan- 
jung, some 120 kms away. 

Inalum's shareholders, which in- 
clude the Indonesian Government 
(25%), Japan's Overseas Economic 
Cooperation Fund (37,595) and five 
smelting and seven trading companies, 
all from Japan, are now closely study- 
ing the expansion plans. But, given 
tight liquidity among some sharehold- 
ers, additional financing might be 
difficult to raise, bankers say. - | 

Indonesia's Asahan project is not the | 


only capacity expansion being consi- 





dered s the’ *Japlatiese —— 


who face high energy costs at home. 
Most of these develop-and-import 
schemes carry arrahgements whereby 
Japanese smelters (and some trading 
companies) take équity positions in 
overseas projects, and enjoy stable 
supplies of aluminium ingots at agreed 
prices. 3 

Aside from its relative proximity to 
Japan, the necessary infrastructure 





| and facilities already are in place for 


Asahan. 

The Asahan project is claimed to 
be three months, ahead of schedule. 
The infrastructure and the two hydro- 
electric power stations, Sigura-Gura 
and Tangga, with a total installed ca- 
pacity of 603 mws, have been com- 
pleted. | 

The proposed expansion would raise 
Inalum's capacity to 360,000 tonnes, 
by adding two more lines. The master 
agreement signed in 1975 includes a 
provision providing Inalum with the 
option to raise the smelter's capacity 
a 135,000 tonnes a year. Indonesia is 


A way to use all that - 
surplus hydro-power - 


By James Clad in Kuala Lumpur. 


mong the many large projects held 
up since mid-1982 by Malaysia's 
cuts in public spending is an 
aluminium smelter: the project seems 
an obvious choice for a country with 
abundant hydroelectric capacity and 
impressive reserves of bauxite, located 
mainly in Johor and parts of the east 
coast of Peninsular Malaysia. | 
The Heavy Industries Commission of 
Malaysia (Hicom) and the Malaysian 
Industrial Development ` Authority 
began feasibility studies several years 
ago for a smelter in Peninsular Malay- 
sia and there were suggestions from 
Prime Minister Datuk Seri Mahathir 
Mohamad that the project could be 
sited at Bintulu, in East Malaysia. 
Where to put the smelter turns large- 
ly on which source of electrical en- 


ness — Trengganu’s natural gas or 
Sarawak. 


Canadian aluminium giant Alcan's 


sia — — took an — role in 





project using Malaysian bauxite, ship 
carriers and expertise to then maximum 


extent feasible. 


But three years later te govern- 
ment's declining development spend- 
ing (a planning direction recently reaf- 
firmed in the government's Mid-Term 
Review of the current five-year plan) 
means the project is still on ice, Alcan 
and its competitors continue to press 
their case however. Conzinc Rio Tinto 
of Australia, Sumitomo of Japan and 
Reynolds Metals of the United States 
have sought similar project pos- 
sibilities using East Malaysia's hydro- 
power, while Pechiney of France and 
South Korea's Hyundai have made ef- 
forts to encourage Sabah to commit 
natural gas for an aluminium-smelter 
project in that state. 

The REVIEW understands that the 
smelter project is now receiving re- 


i newed attention from certain govern- 


ment agencies as the world outlook for 
the metal begins to lift: some planners 
are convinced that Malaysia would 


i enjoy significant comparative advan- 


tage in the region and the government 
would. prefer to have the country's 

bauxite used. locally — a prospect 
| closely: studied by the Malaysian Min- 





iareholders, which would have to 
provide most of the financing and com- 
mit to purchase most of the output, are 
cautious. 

Inalum's aluminium-ingot produc- 
tion for the year ended March reached 
135,000 tonnes, of which 
101,000 tonnes was ex- 
ported „and | around 
30,000 tonnes sold local- 
ly. For the next operat- 
ing year, Inalum has 
targeted production of 
208,237 tonnes, of which 
152,250 tonnes is for export and 50,750 
for local consumption. (The small bal- 
ance is for stocks.) Exports are largely 
absorbed by Inalum's Japanese share- 
holders. 

Under the master agreement, Inalum 
is obliged to sell locally up to a maxi- 
mum of 75,000 tonnes when full pro- 
duction is reached. But domestic sales, 
at about 30,000 tonnes a year, are still 
small. 

Inalum's ingot price has risen 
slightly to about US$1,600 a tonne, 
while the spot price is about US$1,400 
a tonne. Last year, when spot prices 
were much lower than Inalum's price, 
the local aluminium industry prefer- 
red to import. This apparently upset 
some Japanese shareholders, who felt 
that Indonesia's downstream alumi- 








ing Corp. — rather than exported, as it 
now is, to Japan. 

The recession had a debilitating ef- 
fect on demand for aluminium pro 
ducts within Malaysia where in Augus 
1983 Alcom commissioned a M$12 
million (US$52.17 million) sheet- an 
foil-rolling facility in Kelang. The 
plant's continuous casters use im- 
ported ingots to produce 24,000 tonnes 
of aluminium sheet and 6,000 tonnes of 
foil a year for export to the US, Sri 
Lanka, Bangladesh and Singapore as 
well as for sale to the domestic market. 
A recent shortage of aluminium sheet 
in the US has boosted Alcom's exports. 
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nium industry was not sharing enough 
of the burden. In an effort to push local 
consumption of Inalum's output, the 
government will soon come out with 
import restrictions on aluminium in- 
gots, sources say. 

There were recent reports that the 
government's US$600 million Bintan 
alumina project would be revived fol- 
lowing the signing of a US$60 million 
United States Eximbank loan. But 
bankers say the loan was just to cover 
payments on the completed feasibility 
and engineering studies. The project 
was one of the first to be rescheduled 
last year, and Energy Minister Subroto 
recently said it is still cheaper to im- 
port alumina feedstock for the Asahan 
smelter than to revive the Bintan pro- 
ject. 





The Kelang plant, one of the most 
modern in Asia, is a joint venture be- 
tween Alcan and two bumiputra in- 
stitutional investors: Lembaga Urusan 
Tabung Haji (Pilgrims Management 
and Fund Board) and Lembaga 
Tabung Angkatan Tentera (The Armed 
Forces Welfare Fund). Alcom’s princi- 
pal competitors are the Hongkong firm 
Meyer Aluminium and Chandaria, an 
affiliate of an East African company, 
Comcraft; Chandaria recently opened 
a sheet mill in Johor. 

The construction industry’s good 
performance in Malaysia throughout 
the recession helped sustain alumin- 
ium sales. 

The impending glut of office space 
and a consequent slowdown in con- 
struction next year, however, will hurt 
this market to a point where several 
businesses may be forced to close. 

Apart from the growing telecom- 
munications industry's demand for 
aluminium wire, emerging uses for 
aluminium in Malaysia include light- 
weight truck bodies and more use of 
the metal in beverage cans — stoutly 
resisted until now by the country's 
beleaguered tin industry. Also on the 
horizon is aluminium casting opera- 
tions for the large made-in-Malaysia 
car project (REVIEW, 5 Jan.). 

Hicom has now begun discussions 
with non-Japanese companies for a 
possible aluminium die-casting ven- 
ture that would cover a wider range of 
products than engines. 









state of flux 


By Paul Ensor in Seoul 


he entire aluminium industry in 
South Korea — importing, produc- ` 


ing and processing — is in a state of 
transition. As demand for aluminium 
and aluminium products continues to 
grow rapidly, the country's giant con- 


glomerates are expected to take à 


much greater interest in all aspects of 
the industry following changes in trad- 
ing regulations which will make it pos- 
sible for them to import ingots for the 
first time in 1985. 

At present licences to import 
aluminium ingots are granted only to 
processors and South Korea's single 
producer, Aluminium of Korea 
(Koralu), a joint venture between 
Hyundai and Pechiney. According to 
the government's import-liberalisa- 
tion scheme, effective 1 July 1985, 
South Korean general trading com- 


panies will be allowed to import in- — 


gots. With their substantial financial 
and industrial muscle, the large groups 
can be expected to take an interest in 
all stages of aluminium production 


and processing, in addition to import- — 


ing. 

The government is encouraging in- 
vestment in production abroad, in ad- 
dition to long-term buying contracts 
by South Korean importers. According 
to government officials, South Korea 
must invest in production abroad, 
because it needs long-term security. 
Aluminium is embodied in a large 
number of South Korean exports, such 
as electronic goods, building materials 
and cars. The government is keenly 
aware that for these exports to remain 
internationally competitive, the 
domestic price of aluminium must be 
as close as possible to world levels. 
Liberalisation of imports is intended 
to achieve this. 

One major group planning to dive 
head first into the aluminium business 
is the Kukje Group, which is currently 
negotiating a joint venture in Western 
Australia to build a smelter aléng with 
two coal-fired power plants. The pro- 
posed project is enormous — worth 
US$1.4 billion — and Kukje plans to 
take a 50% share, with Reynolds 
Alumina of the United States and a 
consortium of Australian interests 
each taking 25%. 

According to the provisional outline 
of the project, Kukje's recently ac- 
quired construction wing, ICC Con- 
struction Co., will build a smelter val- 
ued at US$800 million, with an annual 
capacity of 220,000 tonnes, along with 
two power plants valued at US$600 
million each with a capacity of 300 


‘mws. One of the power plants would be 


owned and used by the joint venture to 
supply the smelter's needs, and the 
other would be owned by an Austra- 
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ations now is the question of energy 


* costs — how much the joint venture 


- will pay for the coal supplied to the 


4 Eee plant which will feed the smel- 


Fi the project goes through according 
to plans, the smelter will be in opera- 
tion in 1988, and Kukje will receive 
half of the output, which it will pre- 
sumably want to sell in South Korea, 
and according to current projections 


— this will amount to around 40% of total 


demand at that time. If successful, 
Kukje would thus take a dominant po- 
sition in this fast-growing area. 

All primary production of 
aluminium in South Korea is carried 
out at Koralu’s Ulsan plant. 

The Koralu plant is capable of pro- 
ducing 17,500 tonnes a year, but pro- 
duction was way down in 1982 and 
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Herve prices which ie ia im- 
possible to produce at air be 
prices. In 1983, production was down 
to 12,600 tonnes, though the price rises 
of the latter half of 1983 meant that the 
company was able to enjoy a small pro- 
fit, after two years of heavy losses. 
From the beginning, Koralu’s survival 
has depended upon the government's 
goodwill with regard to electricity 
pricing. The current ágreement, which 
cuts power costs in half, is due to ex- 
pire in 1988, but the government is ap- 
parently unresolved at this stage on 
whether to renew it. 

Demand for aluminium and 
aluminium products is growing very 
rapidly in South Korea, around 15% 
annually. Between 1973 and 1983, ap- 
parent consumption grew from 26,200 
tonnes to 173,200 tonnes a year. Per 
capita consumption has multiplied 
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South KONAN life becomes more 
“modernised,” consumption of the 
metal is likely to continue to rise at a 
healthy pace. According to govern- 
ment projections, demand for 
aluminium will reach 210,000 tonnes 
in 1986. 

The South Korean processing indus- 
try is still in a primitive state, with 
inefficiency owing to technological 
backwardness contributing to serious 
excess-capacity problems. Foreign in- 
vestors who might supply the neces- 
sary technology infusions are discour- 
aged from investing by the current 
government policy which only allows 
joint ventures with small companies. 
The liberalisation of imports may 
change this situation, because once the 
giants are able to import, they will 
want to process. o 









Prospects for increased aluminium 
production capacity in New Zea- 
land remain in limbo, the main stick- 
ing points being the cost and availabi- 
lity of electricity. New Zealand's capa- 
city currently runs at 240,000 tonnes a 
year from the three-potline Tiwai 
Point smelter in the deep south near 
Bluff. Total production in 1983 total- 
led 218,610 tonnes, up about one-third 
on the previous year, following the 
completion of the third potline. (In 
comparison, Australia — the world's 
largest producer — has capacity for 
about 710,000 tonnes.) 

About 80% of New Zealand produc- 
tion is exported. The country's domes- 
tic needs total about 30,000 tonnes. 
There are two main options for in- 
creased production of aluminium — 
expansion of the existing Tiwai Point 
capacity, or construction of a new 
Eo — which have been considered 

y the government, but not sanctioned. 

Negotiations on building a second 
aluminium smelter, at Aramoana near 
Dunedin in South Island, fell through 
more than a year ago when the three 
partners in an international consor- 
tium — New Zealand's Fletcher 
_ Challenge, Australia’s CSR and 
"France's Pechiney — could not agree 
with the government on electricity 
costs. But concern at the huge dormant 
international capacity at that time also 
must have played a part. 

The Tiwai Point smelter, established 
in 1971, is owned by Comalco and Ja- 
panese interests. Growth in demand 
for aluminium in New Zealand has 
been hampered by an absence of a 
large heavy industry and New Zealand 
is a relatively low user of aluminium. 
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New Zealand is wary 
over thinking big 


. By Linda Sanders in Wellington 


The earliest the government would 
have sufficient power available for a 
second smelter would be 1988. Sugges- 
tions to use gas from the Taranaki 
fields off the North Island's west coast 
have been dropped following the gov- 
ernment's construction of a gas-to- 
petrol conversion plant there. Com- 
missioning of a second smelter would 
— pending agreement — take five 
years in any case. 

New Zealand has a large surplus of 
cheap hydro-power and has the poten- 
tial for a much greater surplus. A 
number of smelting companies, such as 
Pechiney, have been interested in har- 
nessing this power — by far the 
cheapest type available — and New 
Zealand has the added advantage of 
being near raw-material sources in 





Australia and near Asian markets. 
Pechiney has been in negotiations with 
the New Zealand Government on this 
potential. 

The other option — further expan- 
sion of Tiwai Point — also has electric- 
itv-supply and cost problems. Com- 
alco has indicated that expansion de- 
pends on cost competitiveness. Further 
talks are planned with the government 
this year. Local unions are keen to see 
Tiwai Point's capacity extended. The 
government appears to be open to the 
options available. But itis attaching no 
great urgency to a decision. 

Pechiney appears committed to ex- 
panding its capital works in the 
Pacific. Last year, in partnership with 
CSR, it opened a new smelter in Aus- 
tralia. However, CSR and Fletcher 
Challenge have committed much capi- 
tal to other projects. Fletcher Chal- 
lenge is in the process of selling off 
land it bought at Aramoana, but denies 
this means the end of the project there. 

New Zealand's production is now 
comparable to Japan's. Alusuisse, an 
earlier interested partner in possi- 
ble expansion of 
New Zealand pro- 
duction, has now 
ruled out any 
new smelters until 
1988. 

New Zealand has 
no  over-capacity 
problems, but as 
most of its produc- 
tion is exported, a 
decision on ex- 
panded production 
depends on inter- 
national demand. 
With a good deal of 
capacity overseas 
unused, New Zea- 
land would have to 
offer a very attrac- 
tive power package 
to stimulate expan- 
sion. o 
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Drinking water is a vital commodity in short supply 
throughout many regions of the world. Yet a vast reser- 
voir exists in the form of sea-water, which covers 70.8% 
of our planet's surface. If just 1% of the oceans were 
desalinated and purified, man's thirst would be quenched 
for the next 1,000 years. 


That's why Krupp has developed cost-effective flash- 
evaporation and reverse osmosis processes. Krupp-built 
desalination plants have been in service for many years, 
producing potable water for drought-prone areas. 
Another pacesetting Krupp inchnelocs. 





Water, water, every where... 


-— 


Engaged in industrial plant design and construction, 
electronics, mechanical engineering, steel, shipbuilding and 
international trade, Krupp offers innovative technology 
and engineering worldwide that can stimulate the thirst 
for future growth. 

We invite you to drink from our cup. 


For further information please write to: 
Fried. Krupp GmbH, StA VE/W, 
Altendorfer Straße 103, D-4300 Essen 1. 


Krupp. A tradition of progress. 
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hether you need to keep in- 
formation flowing across the 
hall or around the world, here's an 
important consideration. Thou- 
sands of the world's most suc- 
cessful companies have already 
selected Nixdorf as the best com- 
puter company for the job. 
Nixdorf makes it simple to tie all 
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your offices together into one ef- 
ficient network. And, we have the 
experience, products and support 
capability to keep information flow- 
ing in banking, insurance, govern- 
ment, retailing, transportation and 
other specific industries. 
International businesses demand 
software systems that are at home 
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anywhere. And only Nixdorf can 
offer COMET” International, a to! 
business information system witt 
over 20,000 installations in 35 
countries. 

COMET® International is a valuat 
contributor because it has capak 
ties in seven foreign languages a 
19 currencies, and also meets th 


demands of local accounting prin- 
ciples and exchange rates. 

For 32 years, Nixdorf has been 
providing solutions for the infor- 
mation processing needs of all 
kinds of businesses. And today, 
we're a successful international 
company with 17,000 people 
around the world. Last year alone, 
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we installed more than 80,000 
Nixdorf workstations. 

So no matter how far you want to 
go, remember Nixdorf. We're mak- 
ing it a small world for some of the 
world's largest companies. 

Nixdorf Computer Ltd. 
9A United Centre, Queensway, 
Hong Kong 
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Nixdorf Computer 
(Singapore) Pte. Ltd. 
100C Pasir Panjang Road, 
Singapore 0511 


NIXDORF 
COMPUTER 





a little bit more. 


Get m touch with lijes more exciting moments. Sport 
om land and sea by day ... wme, dine and dance 
through the night. Become msinred by the tranquility 
of the sea from your room. Life without quality is 
without meaning. Live it up at The Orchard Sun. 
Only 10 minutes away from town. 


Orchard un Penang 


All you'd expect. And more. 


Tanjung Bungah, Penang, Malaysia, Tel: 04-891111 
Telex: ORCHEL MA 40310. Cable: ORCHARDTEL 


Kuala Lumpur: Singapore: 
Tel - 03-4876039 Tel: 02-2972346 
Telex: MA 33139 Telex: RS 24214 
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WWE Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme, This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
€o 
WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of thas space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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THE AT&T INTERNATIONAL BUSINESS NETWORK: 


IT MAKES '!'SINC THE HONE 
A SOUND BUSINESS DECISION. 








Talking business with the AT&T's international audio frequently. A network that takes 
US. on the AT&T Network saves teleconferencing service is cost you everywhere in the US. 
alot of money. effective, too. And operators to arrange 
First, it's the fastest way. AT&T's operators can put teleconferencing. 
Anything that saves time is you in touch with as many as 60 More costeffective services 
like money in the bank. locations in the US. at one time. for your business from the AT&T 
Next,the AT&T Network goes Which means you can get International Business Network. 
PARIS CHICAGO nternational service to and trom continental US 
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to every phone in the US., everyone you do business with 
no matter how remote the area. coast to coast together more 

And offers operators, should 
you need help. 

Then there's the fact that 
nothing gets attention like an 
international call. 

And when you get atten- 
tion, you get results.. fast. 

Calling adds a personal 
touch. An informal conversation 
lets you exchange ideas, 
persuade and convince. 


Get a quick decision. 4 ~ s 
Just the tone of a voice di d | EE. E A 
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can set you on the right track. 

You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
say goodbye. 


P @ AT&T 1984 





[s A B. dm NL. 
"CA UU 1 tr 
$ | À 
es Wd I ` , 
te 


Amid all Hongkong's bal- 
— ance-sheet carnage of the 
past year, one continuing disaster has 
been overlooked. While many prop- 
erty companies have been showing 
huge extraordinary losses from 
write-downs of properties and in- 
vestments, the government-owned 
Mass Transit Railway Corp. (MTRC) 
has been recording massive losses 
which are not at all extraordinary 
and show every sign of continuing, 
and probably of increasing. This has 
potentially serious implications for 
an already-overstretched govern- 
ment, and should be food for thought 
for bankers — the MTRC is the territ- 
ory's largest borrower, even bigger 
than Hongkong Land. 

In 1983, the MTRC recorded a loss 
before extraordinary items of 
HK$535 million (US$68.6 million). 
This was wrapped up as a 34% leap 
in operating profit to HK$558 million 
— before finance charges and depre- 
ciation. But finance charges were 
HK$788 million and depreciation 
HK$305 = million. Depreciation 
should, according to auditors Peat, 
Marwick, Mitchell & Co., who qual- 
ified the accounts, have been HK$330 
million more. For 1983, the MTRC 
also had extraordinary losses of 
HK$215 million, with HK$181 mil- 
lion in property profits offset by a 
HK$396 million exchange-loss pro- 
vision. 

The result of cumulative losses is 
that shareholders’ funds have been 
eroded to HK$3.07 billion from the 
government's original injection of 
HK$5.5 billion equity. The pace of 
erosion will gather momentum when 
the MTRC's Island Line comes on 
stream next year. This is now expect- 
ed to cost HK$11 billion before 
capitalisation of interest, giving a 
total cost of HK$13 billion or so. As 
the corporation's original pie-in-the- 
sky plan to finance the Island Line 
with property-development profits 
has come to grief, the financing is 
now almost totally debt. 

Interest alone on the Island Line 
can be expected to top HK$1 billion a 
year, even if interest rates average 
only 9% — and at present they are 
considerably higher. Meanwhile, ad- 
ditional revenue from the new line is 
unlikely to increase operating re- 
venue by more than HK$500 million 
at current fare levels. So by the time 
the new line is operating, the MTRC 
will be facing a debt of some HK$20 
billion, while gross operating re- 
venue is unlikely to top HK$2 billion 
and operating costs will .rise to 
around HKS1 billion. 
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ngkong: the no-bottom line 


Thus, by the look of things, there is 
going to have to be a very sharp drop 
indeed in interest rates — and only 
part of the debt is at floating rates, 
the rest being export credits — just 
for the MTRC to show a positive cash 
flow. And the only way to stop 
further massive losses is a huge new 
injection of government equity to pay 
off loans. But the government has no 
money and may be hard pushed to 
find enough to keep the MTRC's 
equity from being totally eroded bv 
losses. 

There can be no going back now, so 
the only question is how far the users 
will have to make up the deficit 
through fares, or the taxpayers 
through equity injections. A fine 
thing from an engineering and 
operating point of view, the MTRC 
was supposed to be commercially vi- 
able — and to be judged as such — but 
is as big a millstone around the gov- 
ernment as Exchange Square is to 
Hongkong Land and its new head- 
quarters building is to the Hongkong 
and Shanghai Banking Corp. 






peat, The need for United States 
] x. M authorities to mastermind 
a rescue of Continental Illinois has 
underlined the fact that the most 
dangerous bank runs are started not 
by the public but by other banks. 
Queues of small depositors can be as- 
suaged with soothing words and 
wagon loads of notes. But bankers' 
billions, in fact, can disappear liter- 
ally overnight. 

Banks over-reliant on the inter- 
bank market may need reminding 
that one bank's liquidity is another's 
potential instant illiquidity. Conti- 
nental’s problem was essentially 
domestic in origin, and perhaps just 
peculiar to Illinois. But if — as has 
happened to offshore units in the 
Philippines — some banks are not 
prepared to give full parent backing 
to external international obligations 
to branches and affiliates, any 
domestic contagion could quickly 
spread. 


Shroff has made no secret 
ENSEM Of his suspicion of politi- 
cally motivated "capitalism" as 
promoted by  Peking's favoured 
capitalist, Wang Guangying and his 
Ever Bright group. Remember the 
brouhaha a couple of months ago 
when Wang godfathered a deal 
whereby Sin King, a company owned 
by the Bank of China and China Re- 
sources, bought a major stake in 
Conic, the quoted electronics com- 
pany with as much flair for publicity 















as Wang himself. $3in King paid | 
HK$178 million for .a 34% stake in 
the company. 

Possibly Wang was in such a hurry 
to boost confidence among the 
capitalists (and rescue a Conic ven- 
ture in Shenzhen) that he forgot their — 
first maxim: caveat «emptor. On 17 
May, Conic was susperided at its own 
request following disclosure that 
loans, believed to total! HK$250 mil- . 
lion, to a related private company 
may prove irrecoverab le. 

“w=; Meanwhile, a few eye- — 
Ñ brows have been raised — 
over the accounts of an.other electro- 
nics stock, the recently listed Wong's 
Industrial (Holdings) Ltd. Wong's 
November 1983 prospectus forecast 
after-tax earnings for 1 983 of not less 
than HK$80 million. |Sure enough, 
they have come in at 1HK$81.8 mil- 
lion. But this was after adding in 
exchange gains of HK:519.7 million. 
There was no hint in the prospectus of 
this item, so either it was concealed, - 
or (less likely) it occur red after the 
prospectus was drawn u p — in which 
case the rest of the forec.ast was miss- 
ed. It is a pity if interes:ting and po- 
tentially exciting industrial stocks 
spoil their image by trying to cut 





corners, 


Shareholders of Ka Wah 

AMEN Bank recently 
dated a month or so late r than usual, f 

the annual report and accounts for f 
1983 prior to the 25 May annual 
meeting. But instead of the usual 
four-colour affair, thert2 was a plain, 
black-and-white docviment appa- 
rently set in haste with a typewriter, 





and lacking a chairmar 1's statement. — | 


Some may have though t this was ad- — 
mirable economy of 
words. Then, just thre e days before 
the meeting, sharehol ders received - 
the glossy version, witlia chairman's |. 
statement. | 

If this was a trifle u nusual, in be- | 
tween was an even moire unusual oc- 
currence. A week bef or'e the meeting, 
shareholders receive d <i most surpris- — 
ing notice. It stated t hat "a share- - 
holder has nominat ed "Touche Ross & 
Co." as the bank's aud itors, and that 
"in view of this development the re- 
tiring auditors Price: Waterhouse 
have withdrawn their’ intention to 
offer themselves for rea ppointment.” 
The directors’ report (both typewri- 
ter and glossy version:s) had stated 
that Price Waterhouse “being eligi- 
ble, offer themselves fcr reappoint- 
ment." What was the sl ip twixt cup 
and lip? 
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received, | 


money and | 





Mike Tharp ir! Tokyo 


nited States and Japanese authori- 




















t on several o f the most important 
ues related to J apan's financial mar- 
ts by the end ofi this month. This fol- 
s agreement reached between the 
o sides during a meeting in Romeon 
May. The meeting, between US 
rsecretary « of the T reasury Bery] 
el and Ja panese Vice-Minister 
ince Tomcimitsu Oba, coincided 
ieeting o f the Group of Ten in- 
ised nati. ons in the Italian cap- 

























































ever, the two sides still face for- 
ble problerns over the yen-US 
ar alignmen t and deregulation of 
an's capital markets. The remain- 
issues will be much less susceptible 
he political pressures that helped 
0 the recen t compromise. 






























will have: no ending," said one 
se monet ary expert close to the 
































first quar ter of the year — 
ut to be bet ter than expected, de- 
> continuing; doubts over the pros- 











expires. Merchandise trade in the 
d soared, t he Hongkong dollar's 











here appea rs to have been some 
th in new in vestments. . 








quarter, w.as little changed from 






wer-income) c:onsumer-price index 
PI) A in March: recorded a 9.3% rise 
over March 198:3, 
ome) CPI B sho wed a 9.4% increase. 
ie employment situation appeared to 
e improved - — the official rate of 



















$. remained high, with order 
ks good for fi ve months in the gar- 
nt sector and 5.45 months in elec- 
the two leading 










S. 
isible trade in the J 
eriod achievedi a 5095 
he correspond ling 1983 
HKI 4. 6 billior (US$12 





.13 billion) — 
by 91 6 





ties will report substantial agree- 


conflict between the US and 


of the ter ritery after: 3997 when... 
ish lease civer most of Hong- 


d) exchang e rate remained stable. 


rate of inf! lation, at a und 10% | 


comparable period in 1983. The. 


while (higher-in- 


employment w as 4% compared with | 
in the same 1983 period. Factory | 


i ac | 
anuary- Sie 
increase over 
period to. 


'o and Was hington reach substantial agreement. | 
oeralising nnovements of the yen | 





fer,. 


which | 
ment forecast of 10% for 


‘reny has remained at around” 
the» HK$7.80:US$1_ level. . dts: 








Ministry of Finance (MoF) 


pre are 
still so many things in Japan to 


regulated. The MoF has taken a a i ver y 


aggressive position to implement c dere- 
gulation, but the pendulum may now . 
swing back. There may be a kind of . 
non-tariff barrier. Pesan ei fu 
der egulation]." ec 

Even if imperfect, us 
agreements likely to be; anno nced 
following the Rome meeting are not- 
able, Each side claims partial victory, . 
and. faces have been saved. all round. . 
US Treasury Secretary Donald Regan. 
and his aides will point to whatever 
progress has been made as evidence 
that their “cold-war” rhetoric worked 
against the Japanese. MoF bureau- 
crats, meanwhile, will treat the agree- 
ments as limited concessions that do- 
not affect their basic control over: mar- . 
kets. 

Although narrowly Said, neither 
view takes into account the strongest 
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ot all downside 


HK$48.78 billion and re- exports by 


59% to HK$17.72 billion. In the ab- 


sence of unit value figures for the. — 
some economists estimate "the. 
period's real (inflation-àdjuste y: | 
of export growth to be around 30% — 
compares. with a 








year. - 

. The United States denied Hong. 
kong’ s largest market by far, absorb-: 
ing some HKS$12 bilion- worth of 


goods; which represented. a89% in- : 


crease over the first quarter of 1983. 
China, the territory's chief supplier, 


Was fhe fastest-growing market (and | 
fourth: biggest), raising its intake by 
87% in value terms. The US 
however, 
ist pressures which could eat 
Hongkong's ability to expand dts | 


arket, 








is clouded by protec 
| dnto- 


garment and. textiles | sales. 

Since the linkage of the 
Hongkong dollar to the US unit 
in October 1983, the local cur- 
















trade-weighted index, | whic F 
measures the Hongkong: dol- 
lar S exchange value — the 


| tions on their operanons loosened: or^ 


omy. 


nancialinstitu 


+ 0.5% 
 HK$142:11 billion, while foreign-cur- 
t rency deposits increased by 6.5% 
t HK$119.179 billion. 
deposit: -taking companies, meanwhile, 


etion- |. 
| tion that there would be: 





(HES $ billion, E : 


i Dec. 
1984 van. 


135.63 | 
153.40 138.85 . 
161.26 140.11 
Feb. 171.76 138,41 
170.48 


. Mar. 


"ce: Hongkong Goverm ent. 








es and others aH want restric- 


lifted. 

They may not want Gtoss-ter —— 
compétition commercial banks op-« 
pose brokers. entering. the trust-bank-.: 
ing businéss, for example +- but. it is 
the broad push for deregulation from : 


| | heir own constituents that has caused | 
. Japanese authorities to make changes © 
| that also. please: 
| pressure is a sidelight," said-one senior > 
-US banker in Tokyo. "The real story is- 





foreigners. “Foret gn 


internal p gc from a- matute'e econ- 


The series | of. eet ness sinte! 
| November 1983 may have acceler ated) 
| the process, and the focus the US haso 
given to certain areas may have moved- 
them ahead in the liberalisation queue. 
Regan, former chairman of US securi- 
ties house Merrill Lynch, Pierce, Fen- 
ner and Smith Inc., called for changes 
that would benefit securities firms and - 
investment banks more than other fi-.. 






Bilateral 


(S. COE si dered fi ve main. n 
areas: 


> Füroyen-bond issuance bibat re- | 





ras 67.6 at end-March, comparen with 
67. 8 in October 1983. | 
— The success of the linkage and ikë : 
abolition of the withholding tax on: 
Hongkong dollar deposits is reflected 
in a continuous growth in Hongkong 


| dollar deposits over the past few : 
: months. But March could:be the turn- | 


ing point — figures for the month 


.showed a marginal decline in Hong- 
"H: kong dollar deposits for the first. time 
"pin five months. i 


Such deposits with banks ‘fell by 
on the. previous month to 


too 
(Deposits with- 


fell across the board to HK$54.57 bil- 
lion from HK$55.37 billion in Feb- 


:ruary.) The government has attributed. 
“the apparent switch into foreign-cur- 
rency deposits to a cooling of puis 


im- 
minent, revaluation of the e Hongkong 
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sidents and non-resi- 
dents of Japan. 

» Medium- and long- 
term Euroyen lending 
by Japanese banks. 

» The withholding tax 
on Euroyen bonds. 

» Japanese  interest- 
rate deregulation. 

» The entry of foreign 
banks into various Ja- 
panese capital markets. 

According to in- 
formed sources, the 
final outline agreed in 
Rome will show 
changes in all cate- 
gories, though the 
Japanese agreed only 
to "study" thesensitive 
issue of abolishing the 
withholding tax on 
Euroyen bonds. Japanese and US 
officials in Tokyo both indicated that 
substantial agreement had been 
achieved during their sometimes 
acrimonious negotiations leading to 
Rome. 

According to these and other 

sources, the probable contents of the 
agreement will include: 
» Abolition of restrictions on yen con- 
version of foreign currencies and abol- 
ition of restrictions on yen-denomi- 
nated offshore loans. 


— —HONGKONG = 


dollar against the American unit. 

March also saw a substantial drop in 
local prime lending rate, to 8.5%, only 
to return to the 10% level before the 
month was out. (The rate had held at 
10% since mid-February, having eased 
from a peak of 15% in November 1983.) 
The low Hongkong prime rate was in 
reaction to an extremely liquid money 
market, where almost negative over- 
night rates were quoted in early March 
in contrast to the 9-10% obtaining on 
US dollars. 

Interest rates could ease in coming 
months provided exports remain 
buoyant and no negative political news 
develop, regardless of the trend in the 
US, according to one economist. He 
noted an encouraging inflow of fresh 
investments, with retained imports of 
capital goods showing an uptrend: this 
sector registered 33% growth in the 
first two months of 1984 over the cor- 
responding 1983 period. 

Although the stockmarket suffered a 
series of setbacks in the wake of politi- 
cal pronouncements on Hongkong's 
future and the decision by the major 
hong, Jardine Matheson, to move its 
legal domicile to Bermuda, the average 
level of the Hang Seng Index in the 
first quarter was still substantially 
above the 1983 full-year average of 
932. The index closed March at 
1,014.38, though it has since slipped 
considerably. — ELIZABETH CHENG 
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| » Permission for Ja- 
panese residents to ex- 
tend Euroyen loans 
with one-year ma- 
turity or shorter. 
» Permission for non- 
Japanese institutions 
to be lead managers 
of Euroyen bond is- 
sues. 

» Expansion of the 
scope of institutions, 
both resident and non- 
resident in Japan, 
which will be allowed 
to issue Euroyen bonds 
(including private 
companies that have 
not made issues previ- 
ously in the Tokyo 
market). However, re- 
sident institutions in 
Japan will not be allowed to acquire 
such bonds for 180 davs after their 
issue. 

» Permission within a year to allow 
medium- and long-term lending in yen 
by banks. 

» Liberalisation within two or three 
years of interest rates on large-scale 
deposits. 

» Eventual permission for foreign 
banks to enter the trust business in 
Japan either on their own or through 
their existing branches in Japan, but 
not through tie-ups with Japanese 
trust banks. 

The two sides are not likely, how- 
ever, to reach immediate agreement in 
several other areas: 

» The withholding tax on interest on 
Euroyen bonds will not be abolished. 
» Japanese treasury bills will not be 
issued through public auction. 

» Medium- and long-term Euroyen 
loans will not be permitted this year. 


RAW MATERIALS COMMODITY 


» Euroyen certificate of deposit issues 
will not be allowed immediately. 

» Flexible commissions for brokers 
will not be approved soon. 

» Membership of foreign firms on the 
Tokyo Stock Exchange will not be 
opened immediately. 

» Liberalisation of interest rates on 
small deposits will not take place 
soon. 

The two governments also will prob- 
ably include à stipulation in their 
Rome agreement to institutionalise 
their capital-market negotiations and 
meet regularly to discuss future issues, 
“It's in everybody's interest to close the 
issue for now," said one American 
banker in Tokyo. “They'll probably 
build something into the agreement 
that says to meet again in 1985 and 
measure what has been  ac- 
complished. " 

It remains uncertain what has been 
accomplished. The Japanese have 
opened the door to offshore lending in 
yen, but global loan demand is slug- 
gish. That means it will be hard to 
gauge any commercial impact from the 
policy changes by the MoF. In addi- 
lion, since Japanese monetary au- 
thorities began the arduous process of 
deregulation in 1964, the profitability 
of foreign banks operating in Japan 
has declined steadily. As Tokyo's capi- 
tal markets open wider to greater com- 
petition, foreign banks may find them- 
selves falling even further behind their 
Japanese counterparts. 

However, the agreements hammered 
out over the past several months cool 
the political temperatures that had 
been rising over the past half-year. 
Even if their economic effect is margi- 
nal in the short term, they provide evi- 
dence that a step-by-step process to- 
wards deregulation can succeed. D 





AND BARTER TRADING 


Specialist company involved in the physical trading 
and bartering of commodities for over thirty years, 
with particular expertise in the Far East, has 
consultancy department to advise banks, 


multinationals, construction companies, turn-key 
project suppliers becoming involved in commodity 
or barter trading. Assistance also available for 
specific negotiations. All assignments handled in 
confidence. 


For further details please write to: 
The Advertiser, P. O. Box 98504 TST, Kowloon, 


Hong Kong. 
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self-styled intellestiüal- property" 
delegation from the United States 


ngs with Singaporean officials 
questions of copyright infringe- 
ent. The 15-member team included 
presentatives of the US departments 






Congress (which is responsible for 
yrights on printed matter) and pri- 
ite industry associations in the com- 
r, motion picture, music recording 
id book publishing fields. 

Although they met their counter- 
s from the Attorney-General's Of- 
.Law. Ministry, Trade Develop- 


















P 
24 


— | oraa 
ighted material 
y). 


ey left vowing retribution, ac- 


"piracy" 
(REVIEW, 





s been keeping a close watch on the 
copyright question. Singapore could 
ie made to pay for its “lackadaisical” 

ude by: 
Having its tax benefits under the 
'elopment-promoting US General- 
ystem of Preferences (GSP) cur- 
-or even eliminated. Singapore 
ly ships well over US$400 mil- 
xorth of goods tax-free under 
' GSP, accounting for nearly 5% 

















-technology sort that Singapore 
es to attract. "This place has a 
ty good reputation in the business 
rld as a modern, reasonable, serious 
ntry,” one diplomat warned. "But 




























lustries as computers and software, 
ht think twice if they were warned 





ill-protected here." 
ch rumblings set off few: alarms 






freely admits: "In the intellectual- 
property league, we still must be 


hard to get excited about rights of 
jters, artists and musicians, he ex- 
ains, when you have virtually none of 
ur own of even local — let alone in- 
ational — standing. 





Us. mission to — fails to get official support. 
: copyrights and vows to institute sanctions = 4 


empty-handed after two days of | 


f State and Commerce, the Library of | 


| Pn and other — — | 







ding to one American source who - 


f imports to the US under the pros. 


Losing potential investors of the 


stors, particularly in such target 
at their patents and business secrets — 
locally. As one Singaporean lawyer 


counted as a have-not nation." It is | 


for the threatened retribution, i 
ore can rely on its traditional |. 
ents (foreign investors) in the | ment 
nd other trading partners to de- | 
] its interests against lobbying as- I. J 


business at all, concentf 
on component manufactui 
bly on the one hand and end 
| marketing on the other. Fo | 
prises can hardly be expected to- 
a useful (and tax-spared) link in. 
production chain in the nan e of sol- 



























interests. 

Even in the computer-related indus- 
tries, Singapore is longer on assembly 
than on research and development 
where hardware is concerned. In 
software, "the most we can hope to 
achieve is to set up some consulting 
boutiques for customised work, adapt- 
ing somebody else's programmes for 
Southeast Asian clients’ use," as one 
local systems analyst sees it. "Qur cus- 
tomers come to us precisely because 
‘off-the-shelf’ software doesn't suit 
their needs. So if the. mass-market 
software. boys are aggrieved, we 
needn't get too worried." 

Besides, Singapore can PNE con- 
clude a separate peace with foreign 
computer makers and software firms 
who-may be prepared to negotiate in- 
dustry-specific copyright accords. 
During the two-day American visit in 
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By Philip Bowring in Hongkong 


0; 22 May Hongkong police laid 
additional fraud charges against 
former Carrian bosses George Tan and 
Bentley Ho. At the same time they. 
charged a solicitor from. Deacons, 
Richard Wallis, and two accountants 
from Price Waterhouse, Anthony Lo 
Chi-huen and David Begg. The charges 
also named the late John Wimbush and. 
two Deacons partners currently over- 
seas, Maurice Wong and Simon Pun. 
The charges against. Tan, Ho and the 
four Deacons solicitors were that they 
dishonestly failed to withdraw a n 
lic announcement . made on 4 : 























idarity with American entertainment p 


intere re willing to br 
viti the rest of the group, they might 


well find a warmer reception, in the 
light of Singapore's high-technology 


_ pretensions. ‘And curtailment of com- 


puter piracy would be less difficult for 

ernment, logistically and polit- 
e personal and. business 
ters are still limited to an 







ically, s 
microcon 


| up-market handful of the population. 


tso with music tape piracy, which 





ds. already a sizable cottage industry. 


Singapore now ranks as the world cap- 
ital of illicit tapes, exporting about 40 


. million of them a year, according to a 


recording-industry spokesman in the 
American delegation, for a total cost to 
the US music industry of US$60 mil- 
lion. Domestically, Singaporeans (who 
are among the world's most tuned-in 
audiotronic people) would be hard 
pressed to find a legitimately 
copyrighted tape anywhere in town. 
Piracy of videotapes and printed mate- 
rial is a growth industry. . 

Too abrupt a crackdown would not 
only put a sizable number of small 
shops and backroom. factories out of 
work, but also deprive the general 
public of what they have come to re- 
gard as a staple amenity in this enter- 
tainment-starved city. The 1982-83 
household- expenditure survey re- 
vealed that Singaporeans already de- 
vote about 15% of their overall spend- 





: nts are 2 named i inanew set 
of accusations linked to Carrian companies | 


(US$215.38 million) to the property 
and that they subsequently created a 
scheme to conceal the true nature of 
the purported transaction and permit- 
ted a public announcement that group 
profits for CIL for the six months to 
September 1980 included profits on 
the sale of Gammon House... 

The charge against Tan, Ho, Begg 
and Lo was that they conspired to de- 
fraud shareholders or potential 
shareholders in CIL, and creditors or 
potential creditors of CIL or Carrian 
Holdings, by dishonestly permitting to 


| be reflected in CIL’s: 1981 annual ac- 


counts profits of: 


.» HK$78 million from the purported 


sale of Overseas Union Realty shares. 
» HK$27 million from purported 
management and finance fees from 
Extrawin. T. 
X IK$15 million from purported sale 
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lic entertainment such as cinemas). 
Paying royalties on this intellectual 
property would add up to a significant 
cost-of-living increase. 

Any serious anti-piracy drive would 
impose non-financial costs upon the 
public as well. The grey market in il- 
licit audio and video tapes currently 
provide a much-appreciated means of 
getting around unpopular official cen- 
sorship, not only of so-called porno- 
graphy but also of Chinese-language 
films. While not backing off from its 
statutory priggishness, the govern- 
ment might hesitate, in an election 
year, to haul-in citizens for view- 
ing uncut the latest foreign adult 
movie or Cantonese soap opera at 
home. 

Meanwhile, if other Asian nations 
can be successfully pressured into 
clamping down on their own pirating 
operations, Singapore stands to reap a 
few years' windfall profits as a leading 
purveyor — by default — of ripped-off 
intellectual property. Already, accord- 
ing to one Western diplomat, there are 
signs that Singapore is starting to pick 
up where Taiwan is gradually leaving 
off in the production of illicit books 
and computer software. 


> Dirk Bennett writes from Taipei: 
Legislation currently before the US 
Congress to deny duty-free benefits 
under the GSP to countries that fail to 
crack down on commercial counter- 
feiting could have most damaging ef- 
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of shares in General 
Smartmoney. 

» HK$64 million from purported sale 
of shares in China Underwriters to 
Wardley. 

>» HK$81 million from purported sale 
of shares in China Underwriters to 
Multi Victory. 

» HK$84 million purported agency fee 
paid to CIL by Landsking. 

» HK$313 million in purported sale of 
shares in Union Bank by CIL to Bylam- 
son and Associates (Hongkong). 

They were also accused of dishon- 
estly failing to disclose that considera- 
tion for purchase from Ayala Interna- 
tional of 48% of China Underwriters 
for HK$230 million in cash in De- 
cember 1981 was being raised by a loan 
from Bumiputra Malaysia Finance 
(BMF), dependent on and secured by a 
deposit of an equal amount by China 
Underwriters with BMF. In addition, 
they were accused of dishonestly per- 
mitting public announcement that an 
agreement for sale of shares in Union 
Bank to Bylamson for HK$481 million 
(yielding a profit of HK$313 million) of 
which 30% had been received in cash 
and that deferred payment of the re- 
mainder was covered by an uncondi- 
tional bank guarantee. 


[ooo AB — 
. FAR EASTERN ECONOMIC REVIEW e 3! MAY 1984 


=^ + | = 


Bottling to 


—— a —“ d 





"s amor 


f FIQU R ai a 
charged with combating 


[3 
b 








Li 


Tahan- tds Orange, a copy-Apple: 
in need of protection. 


fects on Taiwan. In 1983, the country 
was by far the largest beneficiary of 
the US GSP, exporting about US$3 
billion-worth of products under this 
programme. An estimated 60% of 
counterfeit goods in international 
trade came from Taiwan, according to 
a 1983 study by the US International 
Trade Commission. 

Taiwan has gained the unenviable 
reputation of being a world leader in 
commercial pirating. Its counterfeit 
products range from computers, cir- 
cuit breakers and car parts to cosme- 
tics, designer watches and clothes. 
Government authorities over the past 
two years have taken a series of mea- 
sures to combat the problem. In 
January 1983, a new trademark law set 
the maximum penalty for counterfeit- 
ing trademarks registered in Taiwan at 
five years' imprisonment and a fine of 
NT$150,000 (US$3,750). 

By raising the maximum jail term 
above three years, this new statute 
wiped out the possibility of “buy-out” 
provisions in the old law which al- 
lowed a convicted counterfeiter sen- 
tenced to fewer than six months to pay 
a small fine in lieu of a prison term. 
Under the new law, even counterfeit- 
ers of well-known trademarks not re- 
gistered in Taiwan are subject to a 
maximum three-year sentence. 

The Ministry of Economic Affairs 
has also established a special adminis- 
trative agency to coordinate efforts 


sovernment agencies 
: commercial | 
counterfeiting. In addition, the gov- — 
ernment is working on revisions to the | 
patent law to raise penalties for in-  : 
fringements. A new copyright law was .— 
approved in 1983 by the cabinet butis 
still being debated in the Legislative ` 
Yuan. 
The government is well aware that 
failure to take adequate measures 
against commercial counterfeiting will — 
not only hurt the country's foreign — 
trade but could also retard its shift to — 
high-technology industry. Recently, 
Saudi Arabia banned imports of 
Taiwan-made car parts because of the - 
counterfeiting problem. Other nations — 
have discussed similar action. M 
Even the private sector has become 
so alarmed that a New National Anti- ~ 
Counterfeiting Committee of Industry — 
and Commerce, composed of promi- 
nent business leaders, was organisedin — 
March this year. The committee has al- 
ready conducted a widespread public- 
ity campaign, warning citizens of the 
danger of buying counterfeit products — 
and of the potential damage to the fu-  - 
ture wellbeing of the economy. f 
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he US Government has welcomed all — 
these steps, but seems determined - 

to press for more action. When James — 
Lilley, director of the American Insti- ~ 
tute in Taiwan (AIT), the unofficial or- — 
ganisation that replaced the US Em- = 
bassy in 1979, met in April this year ~ 
with the head of the New National ` 
Anti-Counterfeiting Committee, he- 
advised that other measures be taken. 
“Many of our firms believe that the 
legal protection afforded patents and — 
copyrights needs to be strengthened," — 


he said. "And there is a feeling that | 
enforcement of existing laws could be ~ 
improved.” 

The US Government, through AIT, 
already has held two rounds of talks — 
this year on intellectual-property pro- - 
tection with Taiwan. Besides the major ~ 
issue of enforcement, the US wants to ~ 
see changes in other areas — one being ~ 
the current lack of protection against ~ 
chemical compounds under the exist- ~ 
ing patent law. u 
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CAPITAL VENTURE INVESTMENT |- 


AUSTRALIA AND FIJI A 


(INCOME TAX EXEMPTION — 10 YEARS) E 


Capital needed for expansion. Phase Il of fresh-water crayfish 
farms in Australia and Fiji. Preferably persons connected to the 


food industry as distributors in S.E. Asia. Annual harvest up to 


10,000 kilos and shipped live. 


Write: The Accountant, Crayfish Park, 40 Admiralty Drive, Gold 
Coast 4217, Queensland, Australia or write to the Advertiser, GPO 


Box 4065, Hong Kong. (Director will be visiting Hong Kong and Far 


East early June.) 
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Wave of the future 


... With shades of the past, as South Korean companies 
make an expensive dash into microelectronics 


By Paul Ensor in Seoul 


he scene was familiar in a country 

which takes rituals very seriously 
— brass bands, colourful banners and 
uniformed factory workers standing at 
attention to a large, canopied platform 
on which were seated around 200 visit- 
ing dignitaries, including the aging 
president of the Samsung group, Lee 
Byung Chull, in the place of honour. 

Speeches contained continual refer- 
ences to South Korea's limited re- 
sources and the need to make the most 
of the country's greatest asset — skill- 
ed and dedicated manpower — as well 
as to accept that the time has come to 
move from reliance on muscle power to 
brain power. 

The occasion was the opening of 
Samsung's first VLSI (very large-scale 
integrated circuit) factory near 
Suwon, one hour's drive south of 
Seoul. The factory was completed 
ahead of schedule and has a produc- 
tion capacity of 30,000 4-in. wafers a 
month. The plant is scheduled to be en- 
larged over the next few years, with 
monthly production capacity rising to 
150,000 units in 1987, and a total 


. budget of Won 100 billion (US$125.1 


million) being spent between 1983 and 
1987. 

With this project, Samsung hopes to 
become an exporter of high-technol- 
ogy electronics goods, such as com- 
puters, by first becoming an estab- 
lished producer of sophisticated 
semiconductors, such as 64K DRAM 
(dynamic random-access memory) 
chips. If successful, this will bring it 
into a field hitherto dominated by Ja- 
p anese and American producers. 

Samsung’s aggressive approach to 


84: 
LI 


electronics technology — leap-frog- 
ging from semiconductors and micro- 
processors into computers — is not 
unique in South Korea. The same stra- 
tegy, with variations, has become the 
vogue among the country's conglomer- 
ates, with two giants, Hyundai and 
Daewoo, which previously had no in- 
volvement in electronics, having en- 
tered the field in the past year to com- 
pete with Samsung and Lucky 
Goldstar to gain a position in what 
they see as the industry of the future. 

All four companies also are fledgel- 
ing computer producers, but they de- 
pend heavily on foreign parts and de- 
signs. To overcome this, they have fo- 
cused on mastering microelectronics 
and gaining a capability as producers 
of semiconductors, both for their own 
needs and as exporters. 

The assembly of semiconductors is 
not new to South Korea; it is a labour- 
intensive process in which a number of 
local firms, led by Anam Industrial 
Co., have been highly successful, gen- 
erally working in close cooperation 
with United States companies. Anam, 
whose exports of semiconductors ac- 
counted for 45% of the country's total 
in 1983, has close links with Inmos and 
Amkor Electronics, both of the US. 

All the semiconductors Anam pro- 
duces are exported, with 90% going to 
the US. South Korea's total exports of 
semiconductors rose by more than 35% 
to US$672 million in 1983. Now pro- 
ducers would like to go several steps 
further and achieve greater indepen- 
dence from US electronics firms in de- 
sign, fabrication and chip assembly. 

As was the case in the 1970s, when 


massive invest- 
ments in heavy in- 
dustry, there are 
substantial risks. 
The heavy-indus- 
trial investments 
left the country 
with animpressive 
array of industries, 
but also with crip- 
pling overcapacity 
problems in many 
areas, Therisks in- 
volved in the bold 
leap into high- 
technology  elec- 
tronics are no less 
high in the 1980s 
than they were a 
^| decade ago. Initial 
investments are 
necessarily huge, and the electronics 
industry is highly competitive. 

The government is firmly behind the 
efforts of South Korean electronics 
firms to catch up with their for- 
eign competitors, however. A 
Semiconductor Industry Fostering 
Plan was initiated in May 1983, under 
which the government will lend Won 
270 billion to semiconductor produc- 
ers by 1986, in addition to granting a 
wide range of tax breaks. Among the 
plan's goals are greater automation in 
production and expanding exports of 
semiconductors to US$3 billion worth 
by 1990. 

As usual, the South Koreans have 
their eyes on exporting. But while the 
market for semiconductors and com- 
puters currently is buoyant, it is as 
cyclical as any other. Many observers 
are predicting that world market con- 
ditions in semiconductors will change 
dramatically within the next few 
years. They argue that the prevailing 
strong demand, which has driven 
prices of 64K random-access memory 
chips from US$3 to as much as US$5 
each during the past two years, has 
stimulated such heavy investments in 
new facilities that a worldwide 
semiconductor glut seems inevitable 
by 1986. For example, the five major 
US manufacturers are planning to in- 
vest US$1.5 billion this year in new 
facilities, a 73% rise on 1983, and in- 
vestments in new plants by the nine 
major Japanese manufacturers grew 
by 60% in 1983. 





A: this early stage, when all four 
South Korean groups are engaged 
in gaining a capability in microelec- 
tronics, the greatest risk is self-evi- 
dent: the massive investments neces- 
sary to gain the most basic capabilities 
in the new technology. The South Ko- 
reans are approaching the problem in a 
different manner from the Japanese; 
while Japanese firms came together to 
work on their VLSI project and then 
shared the technology, South Korean 
firms are highly competitive, running 
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| toreans must shift i 
ogy-intensive productio 
survive 
for high-technology electronics, what- 


ever the anticipated short-term fluctu- |. 


ations, undoubtedly holds excellent 


prospects. South Korean firms seem to | j 
accept that it will be a long time before . 
they will be making profits, but insist - 


they must not lag behind the fast pace 
of technological change. 


To achieve the jump into micro- | 
electronics, all four groups have estab- 


lished links with Silicon Valley in 


California, the acknowledged world 
centre for new ideas in microelec-: 
tronics and computer science. In addi- 


tion, they are competing feverishly for 
téchnology transfer-related contracts 
with foreign firms. Between 1981 and 
1983, 173 contracts involving technol- 
Ogy transfer in the electronics sector 
were signed between South Korean 


and foreign firms, compared to a total 


of 225 signed between 1971 and 1980. 
Samsung's Silicon Valley link has 
been essential to the opening of an ope- 
rational VLSI factory in South Korea. 
Before the plant was completed, Tri- 
star Semiconductor, the Silicon Valley 
subsidiary of Samsung Semiconductor 


and Telecommunications, was produc- 


PE in its laboratories 64K A Rp 


Asi is ds: case c with Sther South Korean 


outposts in Silicon Valley, Samsung 
has drawn from the large well of highly 
qualified Korean-American scientists 
working in the US, who are attracted 
to jobs with South Korean firms for 
patriotic reasons. 

Until recently, theonly other leading 
name in electronics in South Korea 
was Lucky Goldstar, which took a 
slightly different tack in obtaining 
high technology, relying almost en- 
tirely on its extensive relationship 
with AT & T of the US. The two com- 
panies appear to be well matched, 
sharing a more conservative business 
outlook than Goldstar's South Korean 
competitors. 

Much of Goldstar’s work with AT & 
T has centred around communications 
equipment, mainly for domestic use, 
supplying the needs of the Korea Tele- 
communications Authority and the 
Lucky Goldstar group. Goldstar 
Semiconductors, a joint venture be- 
tween AT & T and the South Korean 
firm, produces a variety of micropro- 
cessors at its plant in Gumi, with AT & 
T technology. 

Among them are electronic switch- 
ing systems transistors, which are sold 
mainly to the Korea Telecommunica- 
tions Authority; thetwo companies re- 
cently signed an agreement to produce 
the No. 5 Switching Machine, a digital 

3 builtin computer 
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i increasingly sophisticated computers. 


_Electrosystems produces 16K SRAM 


duction at Modern Elertrosystems may 







their own designs. 
This has kept it out of the mor 
centrated circuits, such as the 
DRAM, and is a matter of some de 
within the company. But, accord 
one argument in favour of this "u 
the bootstraps" approach, ultim 
industries — construction, shipbuild- | this will give Hyundai more flexib 
ing and cars are among its main con- | in picking and choosing which pr 
cerns. With the creation of Hyundai |. areas to enter in the future. 
Electrofiios 3 Industries in ! 1983, mc ^ The wild card in the pack at 
stage undoubtedly is Daewoo: 
Daewoo group first entered electri 
: — when it took over T 
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. Like Samsung, Hyundai has opened |. § 
a subsidiary in Silicon Valley, Modern |. 
Electrosystems, for use in drawing. Sei 
technology from the US: the plantis | t 

headed by Korean-Americans. Modern 





Valley since epi. 1983, with a pa 
| capital of US$2 million. 
Like its competitors, Daewoo 
to enter microelectronics in ea 
but, at this stage, is not committe 
formal timetable. But as it is thea 
try’s largest conglomerate, w 
reputation for moving quickly 
new fields, this should not hot 
back. 








(static random-access memory) chips 
and a number of other microprocessors 
and VLSIs, which will be marketed 
later this year. 

Hyundai.is scheduled to open a 
semiconductor plant shortly, where 
some of the items currently under pro- 






















































THE HIBERNIA BANK 


(A member of the First Pacific Group) 


is pleased to announce the opening of its | 
Hong Kong Representative Office. 
Stanley T.K. Wong 


Vice President & 
Hong Kong Representative 


1805. World-Wide House 
19. Des Voeux Road Central 
Hong Kong 

Telex: 74186 HBNIA HX 
Cable: HIBERNIABK 
Telephone: 5-216131 


. Head Office: 201 California Street, San Francisco, California 94111, U.S.A. 
Telephone e 565-7000 Telex: 1761 16 HBD BANC SFO 
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A moving account of a proud nation's struggle 
and a penetrating study of Soviet intentions 







THE TONALA OCCU — OF 


deed get 


On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’ s capital, Kabul. A KGB “hit 
squad” gunned down the country’s communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan's bloody history spelled the 
beginning of Moscow's “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 


Don't miss this best 






Only 
US$9.95/ 
HK$79.00 





possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a- -half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 


p-----------25X4 


To: 


Yes! Please send 

tion of Afghanistan for which I enclose US$9.95/ 
HK$79.00 each (surface postage inclusive). For air- 
mail delivery please add US$2.00/HK $16.00. 


Name 


Address 


Publications Division, 

Far Eastern Economic Review, 
G. P. O. Box 160, 

Hong Kong 


copies of The Soviet Occupa- 
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Singapore Land gains 
Singapore Land managed to turn ina 
10.2% increase in pre-tax profits, to 
S$16.7 million (US$7.94 million) in 
the six months ended 29 Feb., despite 
a slumping property market that al- 
ready has taken its toll on com- 
petitors. The improved earnings 
came on the back of a 12% rise in 
turnover to S$38.6 million. The 
strong performance in a bearish sea- 
son was ascribed to the group's three 
prime-site office blocks, which re- 
main substantially leased. Invest- 
ment income, however, dropped 13%, 
to S$2.9 million. 

For the balance of the year, flag- 
ging sales of new residential proper- 
ties plus continuing high interest ex- 
penses on its debt and loan stock 
seem likely to make it hard to match 
the record-breaking pre-tax profits 
of S$25 million in the previous year. 
And as Singapore Land's massive 
Marina South development nears its 





1985 completion, shops and office 
space might either remain vacant or 
be let at costly discounts. The group's 


debt-to-capital ^ ratio currently 
stands at 73%. Besides its issued cap- 
ital of S$92.2 million, Singapore 
Land has loan stock convertible into 
$$99.4 million worth of shares. No 
interim dividend was declared, in 
line with usual policy. | —UNCOLNKAYE 





A bump at Benguet 


First quarter net income of Benguet 
Corp. of the Philippines was shaved 
to P52.8 million (US$3.77 million) 
this year from P59.4 million in 1983 
as unfavourable results in non-min- 
ing areas cut into the profitable min- 
ing operations. Benguet realised net 
profits of P32.3 million from copper 
mining, P25.3 million from gold and 
P14.2 million from chromite. It in- 
curred net losses of P3.3 million in 
gold trading and P1.9 million in 
trucking. Its 67%-owned subsidiary, 
Engineering Equipment Inc., moved 
to a net loss of P28.2 million from a 
net income of P11.1 million. Up to 
P21.3 million of the loss was charged 
to Benguet. — LEO GONZAGA 


ANZ well ahead 


Highlighting an improving profit 
trend of major Australian banks, the 
Australia and New Zealand Banking 
Group (ANZ) lifted net earnings 
35.6% to A$135.9 million (US$121.34 
million) in the six months ended 31 
Mar., up from A$100.3 million in the 
same period a year earlier. ANZ's 
profit rise followed that of Westpac 
Banking Corp., which posted a 41.5% 
improvement to A$143.5 million for 
the same period. 

ANZ's profit was helped by a 5% 
lift in turnover to A$1.58 billion (pre- 
viously A$1.5 billion). The bank's 
trading arm boosted earnings 49% to 
A$63.5 million (previously A$42.5 
million), savings lifted its contribu- 
tion 19.6% to A$16.5 million (A$13.8 
million), while its finance companies 
earned a further A$27 million. 
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The tax provision rose 34% to 
A$112.1 million (A$83.5 million), 
while interest costs fell to A$833.1 
million from A$899.5 million. Earn- 
ings per share totalled 56.2 A cents 
(43.5 cents) and the interim dividend 
is to be 15 cents a share, compared 
with 14 cents a share previously. 

— BRIAN ROBINS 


Li and Fung soars 


Li and Fung, a Hongkong trading 
group, announced that its consoli- 
dated net profit before extra- 
ordinaries doubled to HK$21.03 mil- 
lion (US$2.7 million) in 1983, com- 
pared with HK$10.5 million pre- 
viously. A final dividend of 14 HK 
cents and a special cash dividend of 9 
cents were recommended, bringing 
the year's payout to 30 cents, com- 
pared with 15 cents in 1982. 

The chairman, Fung Hon-chu, said 
all sectors of the group's export busi- 
ness had improved, with turnover in- 
creasing by 42% to HK$774 million. 

A net extraordinary profit of 
HK$5.3 million on the sale of land 
was realised in 1983. The directors 
said they anticipated a similar in- 
crease in dividends for the current 
year. — A CORRESPONDENT 


Kyocera takes off 


Kyocera, Japan's leading integrated 
circuit (IC) ceramic package maker, 
reported a record 64.9% increase in 
unconsolidated sales to ¥219.8 bil- 
lion (US$947 million) for the year 
ended 31 Mar. Net profit rose 40.4% 
to ¥24 billion. All business divisions 
gained — semiconductors, including 
IC packages, rose 26.5% and electro- 





nic parts 47.2%. Electronic equip- 
ment, such as personal computers 
and wireless installations, jumped 
3.8 times. Optical instruments, pro- 
pelled by the merger with Yashica in 
Oct. 1983, contributed to higher 
sales. Exports rose by 66.4%. The 
firm paid a ¥50.70 dividend, up from 
y 39. 

In the current year, the company 
predicts a 27.4% rise in sales to ¥280 
billion, based mainly on strong per- 
formances in the semiconductor, 
electronic-parts and electronic- 
equipment divisions. —KAZUMI MIYAZAWA 


Forester's leap 


The New Zealand stockmarket's sec- 
ond-largest company, NZ Forest Pro- 
ducts, produced a 69% rise in profit 
to NZ$75.4 million (US$48.96 mil- 
lion) for the vear ended 31 Mar. 
Domestic sales were 16% ahead at 
NZ$658 million while exports rose 
35% to NZ$173 million. The profits 
of associate companies (including 
Wattie Industries and UEB Indus- 
tries) helped the 36% rise in asso- 
ciate-company profits to NZ$8.7 mil- 
lion. Pre-tax profits rose 93% to 
NZ$84.5 million while tax payments 
took NZ$16.9 million, compared with 
NZ$1.2 million the previous year, 
The forestry industry is currently ex- 
periencing strong demand interna- 
tionally. 

Meanwhile, UEB Industries (40%- 
owned) pushed profits 10% higher to 
NZ$19.1 million on turnover of 
NZ$264.7 million for the year ended 
31 Mar. Exports rose 38% to NZ$52.6 
million. The second half contributed 
much of the earnings growth. The 
group makes woollen carpets, 
wallpapers and packaging and 
undertakes printing. — LINDA SANDERS 


Gold miners vault 


Three small Philippine gold-mining 
firms made good in 1983 on better 
metals prices and more effective cost- 
control measures. Net income more 
than doubled for Apex Mining Co. to 
P24.8 million (US$1.7 million), from 
the preceding year's P11.4 million; it 
nearly tripled for Benguet Explora- 
tion Inc. to P7 million from P2.4 mil- 
lion; and it jumped almost 10-fold for 
Itogon Suyoc Mines Inc. to P10.7 mil- 
lion from P1.6 million. 

All three shouldered heavier finan- 
cial charges — in the case of Apex, for 
example, P27.9 million against P18.3 
million in 1982 — owing to the twin 
peso devaluations. But cost controls 
enabled Apex to bring down expen- 
diture on sales. While all three com- 
panies received better prices for their 
gold and silver by-products, they voi- 
ced misgivings about the current 
year’s prospects. — LEO GONZAGA 












- HONGKONG: Bearish sentiment continued to 


= prevail amid continuing debate over the territ- 
| | ory's future. The Hang Seng Index closed the 
. period at 893.01, down 15.71 points, breaching 
4 the 900-point level for the first time this year. 
. Daily trading averaged HK$141.98 million 
. (US$18.20 million) compared with HK$163.12 
million previously. Bears met considerable re- 
 sistance in the first two trading days but came 
- into their own as the period wore on. Apprehen- 
j = Sion over further interest-rate rises in the wake 
_ of tightening liquidity, and the suspension of 
. trading in Conic Investments, added to the gen- 
— eral uneasiness. 

KR 

T AUSTRALIA: The Australian All-Ordinaries 
Index sank to 714.7 by the close on 21 May — its 
- lowest level so far this year. Over the period, the 
- index lost 14.8 points in line with the trend in 
- London and New York. The fall has been attri- 
buted to an absence of buyers rather than an ir- 
crease in selling pressure. This is evidenced by 
the lower than normal turnover levels. Brokers 
anticipate that the index may fall back to the 
. 700-point mark before any consolidation takes 
_ place. The price retreat has been felt in all major 
sectors, with the All-Industrials Index slipping 
— 11.7 points to 977.7 and the All-Metals and Min- 
_ ing Index losing 16.3 points to finish at 473.1. 


L = NEW ZEALAND: The market flattened out 


— early in the period, giving way to a steady re- 
= covery. Changes were relatively modest on light 
= turnover — unusual for a market which has 
either been strongly rising or sharply falling for 
J most of this year. The steadier tone which has 
JA emerged could still be upset by further moves on 
_ the interest-rate front when Prime Minister Sir 
. Robert Muldoon returns from his latest overseas 

mp: Company reporting continues to produce re- 
sults in line with analysts’ more optimistic esti- 
: mates. 
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. TOKYO: Share prices continued to decline pre- 
 €ipitously. Investors became nervous about the 
gloomy movements on Wall Street, particularly 
[he direction of interest rates. A weakening yen 
also encouraged foreign selling, which further 

undermined the confidence of domestic invest- 

^ ors. High outstanding margin balances dam- 
= pened speculative buying. The period recorded 

. the second and the third steepest decline in the 

Nikkei-Dow Jones Average ever. Cancer-related 

and other topical drug shares held their ground, 

but most other sectors were affected by bearish 
sentiment. The Nikkei-Dow Jones Average 
closed at 10,164.97, down about 400 points. 


SINGAPORE: Bears came out in force as Ma- 


= laysian political uncertainties continued. Wall 
. Street and regional stock exchanges took a tum- 
— ble and press reports suggested that slumping 
|». property prices had eroded the collateral back- 

ing of some major local financial institutions’ 
| loan portfolios. Fraser's Industrial Index lost 
By. 305.41 points to close the period at 5,041.96. The 
heaviest losers were banks and finance com- 





panies. Anxious selling boosted volume, which 
rose to a daily average of 8.3 million shares (com- 
pared with 6.79 million previously). 


KUALA LUMPUR: Finance counters led a con- 


tinuing slide as bearish leads prompted fresh sel- 
ling in the holiday-shortened period. With Wall 
Street on a downslide, no end in sight to the Ma- 
laysian Chinese Association leadership crisis 
and Finance Minister Tunku Razaleigh Hamzah 
standing for the United Malays National Organi- 
sation deputy presidency, the market's pes- 
simism deepened still further when Overseas 
Union Bank increased its prime rate by 0.25 of a 
point to 9.5%. Most blue chips took losses across 
the board, including 50 M cent (22 US cents) drops 
in Esso Ordinary and New Straits Times. Fraser's 
Industrial Index showed a drop of 136 points. 


SEOUL: The market remained in the doldrums 
— its index slipped a further 6.9 points to 130.04. 
Trading volume averaged 9.54 million units, 
down 588,000. Although prices generally were 
stable, uncertainty regarding the Gulf crisis 
took its toll on oils and chemical-related issues, 
and the persistent rioting on campuses shook 
market confidence. The corporate tax season 
also cut into market activity, Electronic shares 
rebounded, topping other sectors with an index 
rise of 16.34, followed by machinery with 8.92. 
Wood and rubber industries fell sharply with 
losses of 4.83 and 4.26 points respectively. 


BANGKOK: Prices dipped, with banks, finan- 
cials and industrials weakening, while better 
first-quarter earnings*hélped the cement sector 
gain ground. The early weakness could be attri- 
buted partly to wrangling in parliament over a 
censure motion which was resolved late in the 
period. The money market remained soft while a 
widening trade deficit and a proposal to reduce 
luxury imports to help narrow the gap created 
some uncertainty. Average daily turnover was 
Baht 14.87 million (US$650,000). The Book Club 
Index closed at 117,33, up 0.01 of a point. 


TAIPEI: The weighted index reached a record 
high of 969.25 on 15 May but failed to sustain its 
upward momentum, and fell on profit-taking to 
960.4, down 3.08 points on the previous period. 
Analysts, however, were encouraged by the con- 
tinued active buying from institutional investors 
in relatively heavy trading. Average daily turn- 
over was NT$1.96 billion (US$49.08 million). 


MANILA: The first post-election period was 
rather lively, particularly in arbitrage issues. 
Some 233.48 million shares valued at P26.87 
million (US$1.92 million) changed hands, most 
of them at improved prices. Mark-ups in shares 
ranged from a quarter-centavo and one centavo 
for low-priced Lepanto and Philex, respectively, 
to P3 and P3.5 for Benguet and PLDT, respec- 
tively. Although Atlas was weak, the mining 
index rose 10.41 points to 1,070.41. The commer- 
cial-industrial index put on 2.04 points to 133.41. 
Oils were untraded. 
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“Amarch to Wall Street's ’s beat |. 


; THE majority of Asian markets mirrored Wall Street's decline in the period to 21 May. 
_ Singapore registered the steepest fall, followed by Tokyo. The gainers, notably Manila 
4 and New Zealand, recorded only slim rises. 
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Aust. All-Ordinaries Index 
15 May 7i 
16 May. 7: 
17 May 7Ó 
18 May 7 
21 May 7 
Change on week -9.5 

21May — "change 
AS on week 
Amati am — 
Ampol Exploration 383 7.1 
Ampoi Petroleum 177 22 
ANZ Bank 569 29 
Austratian Cons. tnd 179 22 
Australian Guarantee 269 15 
APM 196 16 
Boral 354 25 
Bougainville 234 21 
Brambies Ind 2 B8 34 
BHP 10.33 51 
Burns Philp 320 86 
CIG 287 14 
Cartton United Brewery 423 — 
Coles GJ 377 — 
Comaico 268 76 
CSR 3.32 49 
Dunlop Australia 166 29 
EZ industnes 492 59 
Elder Smith GM 3.78 67 
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It doesn't take 
visitors long 
to find out 
why Air Niugini 
employs over a hundred pilots. 
Because Papua New Guinea is 
such an incredibly mountainous 
country, flying is often the only 
way to get around, and the 
national airline covers a stagger- 
ing schedule of domestic flights as 
well as international ones. 

Only about 20% of Air Niugini’s 
pilots fly on international routes- 
and then only after logging four 
to five years flying in PNG! 









20 ports at home, 
10 overseas 
Whether you're 
travelling for 
Relax. You're with experts. 
When vou consider that Air 
Niugini hires only experienced 
pilots, and that every single one 
of them serves several years on 
the domestic network before 
becoming eligible for promotion 
to international routes, its hardly 
surprising that Air Niugini’ 
Boeing pilots are regarded as some 
of the world’ most experienced 
flyers. Each of them has logged 
between 9,000 and 14,000 flying 





business or pleasure, Air Niugini 
can fly you to Papua New Guinea 





hours. and show you around. For 
further information contact 

We can afford to be vour Travel 
choosy | Agent or nearest 
Papua New Guinea has Air Niugini 
always held a special Sales Office. 
fascination for flyers, 
and jobs with the Hong Kong 

l airl Eugene Zau 5-242151 
national airline Se Singapore Tan Soon Heng 250 4868 
keenly sought by pilots Manila Howard Lahari 864713 





who have already gained 
commercial experience in 
Australia, New Zealand and 
the UK. 





AIR NIUGIN 


THE NATIONAL AIRLINE OF PAPLIA NEW GUINEA 
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An 
airport hotel 
where youd 


never expect 
to find it. 





An airport hotel in the 
heart of the city? 


Yes, because in Hong Kong 
you’re never far away from 
anywhere. And even 
though we're next to the 
airport you'd never know it 
because we're also the 
quietest airport hotel in the 
world. Apart from our 
superb location we also 
delight in surprising you 
with first class service, food 
and accommodation. 


And the best surprise of 
all — our rates. They're 
unexpectedly reasonable. 


REGAL 


P^ MERIDIEN 
AAS AIRPORT HOTEL 


HONG KONG 
GROUPE AIR FRANCE 


Where you can expect 
the unexpecte 


For information or reservations, contact 
your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 
Airport Hotel Hong Kong, Sa Po Road, 
Kowloon. Telephone: 3-7180333. 
Telex: 40950 HOMRA HX. 
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The tides of history 


The Heart of the Dragon by Alasdair 
Clayre. Harvill Press and William Col- 
lins Son & Co. Ltd, London. HK$156.90 
(US$20). 


his is one book not to be judged by 

its cover. A coffee-table book about 
China with an insipid title would on 
first glance portend yet another insipid 
look at China. But this is not true of 
this volume written from a series pro- 
duced for British TV. It is, in short, first 
class. Using a theme approach, the au- 
thor, a former BBC correspondent who 
died just before publication, skilfully 
weaves past and present. 

There are 11 themes. Even with the 
more predictable ones such as history 
or art or marriage, the compilation of 
ancient and modern essays, texts and 
recent interviews, coupled with the au- 
thor’s clear and graceful prose, make 
for compelling reading — greatly en- 
hanced by the fine selection of pic- 
tures. 

The two chapters that best display 
Clayre’s powers of synthesis are “Be- 
lieving — Heaven, Earth and Marx” 
and “Correcting — Crime and Punish- 
ment.” In the former the 
author deftly describes 
the strains of various be- 
lief systems throughout 
China's history and the 
ability of the Chinese to 
pick and choose from 
each that which best 
suits their current needs. 
About modern times, he 
writes: "The Chinese 
have so far been tolerant 
of many apparent con- 
tradictions in their be- 
liefs . . . Russian Marxist 
theoreticians have some- 
times been shocked, just 
as some Christian mis- 
sionaries were, at the ap- 
parent pliability of 
Chinese belief.” 

As Clayre implies, this 
pick-and-choose ap- 
proach is reserved for 
leaders past and present. 
“The ‘masses’ are 
thought of as naturally 
unreflective and in need 
of educated guidance 
from those above. Those 
higher up are not to be 
questioned. If they were 
not correct, they would 
not be higher up.” This 
point is illustrated by ex- 
cerpts of a conversation 
with a party cadre who 
talks about the improved 


Religion ancient and modern: 
19th-century print of a deity; 
modern poster of Marx. 





living conditions since the communist 
takeover and how life will continue, 
with the proviso: “We must educate the 
people, tell them why we must build the 
Four Modernisations.” 

The chapter on correcting is particu- 
larly interesting in light of China's cur- 
rent crime-crackdown campaign dur- 
ing which thousands of alleged crimi- 
nals are said to have been executed. It 
starts out with an account of a female 
factory worker accused of cat burglary 
in 1982. The investigation, court hear- 
ing and final sentencing are not told 
in one continuous presentation, but 
rather the elements from each stage are 
a spring-board for an examination of 
past practices in those areas. 

Clearly, China neither is nor was a 
pleasant place to be charged with a cri- 
minal act. The judge and his assistants, 
or "lay assessors" as they are now call- 
ed, have always been responsible for 
much of the investigative work, and if 
the investigation concludes that the 
suspect is guilty then a confession is in 
order. In the Qing dynasty and before, 
there is evidencethat torture was read- 
ily applied not only to the alleged cri- 
minal but to witnesses as 
well. 

Confession nowadays 
implies a “change of at- 
titude" and is recom- 
mended as a way to 
lighten the sentence. The 
pictures in this chapter 
are extremely poignant. 
Comparing a painting of 
one of the Ten Kings of 
Hell with an actual Qing 
court scene, the author 
aptly points out: "The 
scenes of judgment in 
such paintings of the 
afterlife generally resem- 
bled court scenes in real 
life." 

The book's fine text 
and pictures are com- 
plemented by an intro- 
ductory chronological 
table listing happenings 
in China alongside 
which is a description of 
events going on else- 
where in the world. In 
addition there are eight 
maps showing China's 
boundaries through the 
major dynasties to the 
present, which is a tre- 
mendous visual aid in 
grasping the receding 


and surging tides of 
China's history. 
— NANCY LANGSTON 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 25th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 


Features 

The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 

The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
and social and cultural landmarks. Each section has 


Announcing The All New 25th Edition 


We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1984 Yearbook 








also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/USS$6/£4/M/S$13.50 


ae ie rai 


To: Publications Division, 
Far Eastern Economic Review. 
G.P.O. Box 160 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for 


Name 


Address 


City Post Code 


Country 


Asia 1984 Yearbook (Soft Cover) 
Price: HK$150/US$19.95/£13.00/M/S$42 50 each 





No. of copies by surface by airmail” 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£ 15.90/M/S$50.00 each 

No. of copies by surface by airmail’ 


"For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 per 
CODy 


R0531Y4 
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t seems oddly out of place in nomi- 

nally Marxist Cambodia, especially 
perched atop a fish trap run by a 
krom samakki — a "solidarity group" 
— cooperative. But there it is, a small, 
tidy Buddhist shrine with red and 
blue pennants flying above it. 

The fish trap is one of dozens 
stretched across the mouths of 
tributaries spilling into the Tonle Sap 
river. They are elaborate construc- 
tions made by lashing screens of split 
bamboo to pilings driven into the 
river bottom. The screens direct fish 
through one-way funnels into hold- 
ing pens where, at the height of the 
best fishing season, 20 or 30 tonnes of 
Cambodia's main source of protein 
will assemble in a single day. 

The Tonle Sap river may be unique: 
it runs two ways, de- 
pending on the sea- 
son. In the rainy 
season, when the 
Mekong is full, it runs 
north from the junc- 
tion of the two rivers 
at Phnom Penh, 
flooding into the 
great Tonle Sap lake. 
In the dry season, 
when the Mekong is 
low, the water flows 
back from the lake 
towards the Mekong, 
carrying with it a rich 
harvest of fish which 
have grown through 
the rainy season in 
the lake. 

Fish traps are a 
particularly efficient 
way of harvesting 
this catch, and some are much larger 
than this one. Just up the river, a bar- 
rier more than 400 ms long stretches 
across the main stream of the river. It 
and a handful of the largest traps on 
the tributaries are state enterprises 
— run by the central government in 
Phnom Penh. The remaining traps 
and all other fishing along the river 
banks, a provincial official says, are 
reserved for the cooperative. Net 
fishing in midstream, on the other 
hand, is open to anyone. 

As the early morning sun glints 
from the surface of the water, boats 
dart about the river stretching gill 
nets, weighted at the bottom, tied to 
floats at the top. Before mid-day it is 
time to begin hauling the nets in and 
taking the catch to market. Much of 
this private catch seems to be sold in 
the local market — in contrast to the 
harvest of the traps, which is sent 
down river to the capital. 

Official estimates of the catch vary. 
An exhibit marking the fifth anniver- 
sary of the Heng Samrin regime gave 
the figure of 74,000 tonnes for 1983. A 







Landing the catch: estimates vary. 


LETTER FROM KOMPONG CHHNANG 


Food and Agriculture Organisation 
(FAO) mission reported less than 
64,000 tonnes. In any case, produc- 
tion remains far below the pre-In- 
dochinese war figure of some 125,000 
tonnes a year. Among the problems 
noted by the FAO mission are limited 
facilities for conserving and trans- 
porting fresh fish, the silting up of the 
Tonle Sap lake, pesticides used to 
combat rice pests, and a new disease 
in freshwater fish blamed for a signi- 
ficant decrease in the catch between 
1982 and 1983. 

In the Kompong Chhnang market, 
Vietnamese voices seem as common 
as Khmer, even among the children 
who quickly surround a white-skin- 
ned foreigner. ("They'll never let you 
go to Kompong Chhnang," a Cambo- 

bodian who works 
2 for the United States 
ë Government had told 
this writer before the 
2 trip. "They wouldn't 
want you to see how 
many Vietnamese 
“is there are.") 

Vietnamese domi- 
nated the country’s 
commercial fishing 
before the war, and it 
is clear there are sub- 
stantial Vietnamese 
settlements here and 
in other important 
fishing regions today. 
Local officials insist, 
however, that Viet- 
namese are allowed 
to fish only in the 
private sector, in 
midstream. This is 
the least productive fishing, they say. 
The more lucrative locations along 
the river banks are reserved for the 
state or for the cooperatives, and 
Vietnamese are not allowed to join 
them. 


SN3OVHdS NHOC 


|o imi in uniform are also 
a more common sight here than in 
areas east of the capital. Some stroll 
casually along the streets of town 
with a brace of B40 rockets on their 
backs. Others shop in the market — 
mostly unarmed, though the occa- 
sional shopper can be seen with a 
pistol stuffed into a hip pocket. 
Even so, the shopper seems to be 
treated naturally. There is neither 
overt hostility nor undue deference. 


Fishermen in midstream: how many Vietnamese? 









Elsewhere in the country are Viet- 
namese who range from construction 
workers building a market in Kom- 
pong Cham, supervised by a Khmer- 
speaking veteran of the war, to 
scruffy black marketeers shopping in 
Phnom Penh for goods to take back to 
Vietnam. 

It is difficult to test official asser- 
tions that the total number of Viet- 
namese settlers is now less than 
100,000, but Vietnamese voices seem 
much less common in the capital than 
they did in 1969. At that time there 
were about half a million Vietnamese 
living in the country, mainly in urban 
areas. It is difficult to accept the 
claim made by a Sihanoukist spokes- 
man in Bangkok that there are now 
more than 600,000 Vietnamese in 
Cambodia. 

Whatever the numbers, there are 
clearly some strains. Foreigners in 
Phnom Penh relate how hotel work- 
ers were quick to blame "the Viet- 
namese" for the robbery of a col- 
league's home, though it was later 
learned the thief was Khmer. And the 
Khmer head of the Kampuchea-Viet- 
nam Friendship Association appa- 
rently has felt it necessary to encour- 
age his compatriots to stand up to 
pushy Vietnamese. He is reported to 
have told a gathering in the Mekong 
town of Neak Luong, another major 
Vietnamese fishing settlement, that 
Vietnamese in Cambodia must follow 
local laws. 

“Don't let any Vietnamese tell you 
they can do whatever they want be- 
cause they have a brother in the Viet- 
namese army here," he said. "Tell 
them that neither the Vietnamese 
Government nor their brother wants 
them to behave that way." 

Vietnamese and Cambodian offi- 
cials deny that any colonisation 1s 
under way. "Vietnam has no policy of 
colonising Kampuchea,” Foreign 
Minister Hun Sen said in December, 
“and the Kampuchean people will 
not accept this kind of po- 
licy." All the same, Vietnam- 
ese officials have indicated 
that they expect the total 
number of settlers to con- 
tinue rising for some time, 
though not above the half- 
million figure of the pre-war 
years. — JOHN SPRAGENS JR 


31 MAY 1984 e FAR EASTERN ECONOMIC REVIEW 





Farkastern Economic 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 


Regional Editor: David Jenkins, 
Michael Malik (Deputy) 
Ashley Wright (Assistant) 


Business Editor: Anthony Rowley 
Paul Sillitoe (Deputy) 
Elizabeth Cheng, Christopher Wood (Assistants) 


News Editor: Vike MacLachlan 
Michael Charnock (Deputy): 
Anita Motwam (Assistant) 


Editorial Manager: Michael Westlake 
Chief Correspondent: Rodney Tasker 
Specialist Writers: 


lan Buruma (Arts and Society). 
Robert Delfs (China Economy], 
Gene Gregory (Technology); 
Mary Lee, Teresa Ma (Hongkong). 
Richard Nations (Diplomacy). 
Andrew Tanzer (China Trade} 


Focus Editor: Donald Wise 


Art Director: Morgan Chua; 
Frank Tam (Assistant) 


Production Editor: Hiro Punwan 


BUREAUX 


Bangkok: John McBeth, 
Paisa! Sricharatchanya (tel. 251 1139) 
Jakarta: Susumu Awanohara, 
Manggi Habir (333638) 

Kuala Lumpur: K. Das, James Clad (208972) 
Manila: Guy Sacerdoti, Jose Galang (572081) 
New Delhi: Salamat Al: (South and West Asia), 
Mohan Ram (516590) 

Peking: David Bonavia (338731 ext 317) 
Seoul: Shim Jae Hoon, Paul Ensor (723-3696) 
u^ re: V. G. Kulkarni, Lincoln Kaye (2203720) 

0: Mike Tharp, Hikaru Kerns (2708229) 
Washington: Nayan Chanda (469-4814) 




































OTHER CORRESPONDENTS AND CONTRIBUTORS 


Calcutta Jayanta Sarkar 
Colombo — — — —— Manik de Silva 
Dhaka S. Kamaluddin 
Europe Maicoim Subhan (Brussels) 
Islamabad 

Kathmandu 









Daniel Nelson (London). Therese Obrecht (Geneva) 
— — Husain Haqqani, Mohammed Aftab 
Kedar Man Singh 

















Publisher: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 


Published weekly. every Friday in since 1946 All Rights 
Reserved. © Far Eastern Economic Review Limited, Hongkong, 
1984. GE) Member of the Audit Bureau of Circulations, London 


Offices: Centre Point, 181-185 Gloucester Road. 

Postal address: GPO Box 160, Hongkong Cable: REVIEW 
HONGKONG (Edifonal), REVIEWADS HONGKONG (Advertising), 
REVIEWCIRC HONGKONG (Circulator). Telex: Hx 75297 ECWEK 
(Editonal), Mx 62497 REVAD (Advertising). HX 66452 REVCD 
(Circulation). Telephone: 5-8936688 (Editorial), 5-734301 (Adver: 
hsing); 5-650611 (Circulation) 


Printed by South China Morning Post. Limited. Tong Chong Street 
Quarry Bay, Hongkong 


U.K.: Registered as a newspaper at the General! Post Office 
U.S.A.: The Far Eastern Economic Review (USPS 914-880) is pub- 
lished weekly, every Friday, for US$80 00 per year by Far Eastern 
Economic Review Limited. U.S. Mailing Agent — Datamovers, inc 

38 W. 36th St., New York, N.Y 10018 Second-class postage paid 
at New York, N.Y., and additional mailing offices. POSTMASTER 
send address changes to Datamovers, Inc., 38 W. 36th St. New 
York, N Y. 10018 




















FAR EASTERN ECONOMIC REVIEW e 7 JUNE 1984 








Pakistan, beware 


Mohammed Aftab's report on the Ja- 
panese' reluctance to invest capital in 
Pakistan [17 May] highlights the fun- 
damental problems facing the Pakis- 
tan economy, and it is ironic that 
another nation, Japan, has identified 
and stated them so succinctly. 

The economy, especially the private 
sector, is the backbone of a nation and 

cannot be overlooked. Unless the econ- 
omy is managed properly and the pri- 
vate sector is allowed to flourish, poli- 
tical and social reforms alone will not 
guarantee the success of a government. 
It was the private sector in Chile which 
rebelled and contributed to the late 
president Salvador Allende's down- 
fall, despite the fact that he was 
successful in introducing significant 
social and political reforms. 

I sincerely hope that the Pakistan 
Government will pay attention to what 
the Japanese regard as poor productiv- 
ity of labour, antiquated management 
techniques, the general incapacity of 
the economy to absorb computer- 
based technology, an overgrown bu- 
reaucracy and a regressive taxation 
system. Indeed, the whole economic 
and business structure is in need of re- 
form, and a little revolution in this 
sphere will not hurt. 

In the past few vears, the Pakistan 
Government has preoccupied itself 
with piecemeal Islamisation of the 
country. Let us see if it takes up the 
challenge of “purifying” the economic 
and business environment as well. 
After all, Islam does not stand for 
inefficient business practices, cumber- 
some government regulations and 
heavy and inequitable taxes. 

ABDUL MALIK MIRZA 
Senior Lecturer in Commerce 


Townsville, Qld James Cook University 


Cleft for me 

— — This Korea-watcher 
wishes to add a 
footnote to your 
cover story The 
cross as catalyst [19 
Apr.]. Even the 
family of North Ko- 
rean President Kim 
Il Sung has not es- 
caped the influence 
of Christianity. Suf- 
fice it to say that his mother Kang 
Ban Suk's given name means Rock of 
Ages — a name which owes its origin 
more to Christianity than it does to any 
Korean source. 
New York 





ROBERT CAMBRIA 


Double standards 


Voices which so recently sought to 
whitewash the Khmer Rouge regime in 
Cambodia are today echoed by the 
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Give Classic Black” writing 
instruments from Cross to express 
your gratitude for a business 
relationship. With your corporate 
emblem, they become a daily 
reminder of your company's 
appreciation. For more helpful 
information, write on your 
companys letterhead. 

A. T. Cross Company, 

45 Albion Road, 
Lincoln, RI 02865 U.S.A. 
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| Traditionally, the spotlight on our wide-bodied 747Bs has less seats 
airline advertising has focused on the — than on those of other airlines,so there's 


us glamour of First Class. more room. 

M While more recently, the centre Passengers also enjoy the advant- 
of attention has been on the improve- ages of our famous Royal Orchid Service. 
A. ments to Business Class. Free cocktails. French wines. 





D But what about the section of V.S. Q. P. cognac wt ith coffee. A choice of 
the aircraft that carries almost 90% of menus served by gracious hostesses. 


Cx paying passengers? Complimentary headsets, naturally. 
Judging by the amount of ads And a fresh orchid for every passenger. 
you see extolling the virtues of Econ- E d k You can fly Economy on 











omy, it seems that most airlines 
would rather forget about it 
than talk about it. 


Not Thai. We're proud of | 
Economy Class on our fleet. And | 
can't wait to boast about it. 


And why not? 


Thai to over 40 destinations 
across four continents. 
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| you can! fly First Class or Royal 
Executive Class. But 

that's another 4 
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“To A Pia on as 
legitimate on the grounds of the vi- 
cious nature of the Khmer Rouge sets a 
precedent almost surreal in its perver- 
sity, for Hanoi intervened massively in 
the affairs of a hitherto neutral and 
peaceable nation to establish that very 
force in power. Despite Ben Kiernan’s 
doubts [LETTERS, 3 May], Vietnamese 
and Soviet denials of Khmer Rouge at- 
rocities expose Hanoi's belated and 
flamboyant denunciations as nothing 


more than cynical, callous, hypocriti-- 


cal opportunism. 

Nor was Vietnam the sole victim of 
its creation's aggressiveness. Thailand, 
too, suffered armed intrusions and 
massacres (as it does today), in response 
to which the Vietnamese provided out- 
spoken support for Pol Pot. DoI detect 
a double standard? 

CHRISTOPHER J. COLLIER 
Amersham, Bucks 


The US card 


David Bonavia's report on United 
States President Ronald Reagan's visit 
to China [10 May] makes one thing 


clear — though he does not state it in so. 


many words — that if the US is not 
careful, this whole affair will end up 
with the Chinese using the "US card" 


against the Soviet Union instead of 


vice versa. | 
And the audacious People's Daily 


comment — "Is it not right to take a 


weapon away from a friend if he is 
going to do harm with it?" — aimed 
against the sale of US weapons to 
Taiwan is another indication that the 
Chinese are not going to play a passive 
role. The US would do well to heed a 
slightly modified version of this out- 
dated Confucian thought: "Is it not 
right not to put a weapon in a friend's 
hand when you know that he has con- 
sistently done and will continue to do 
harm with it?" 


Needless to say, I am referring to the |] 


ill-advised intention of the US to sup- 
ply China with sophisticated weaponry 
and nuclear technology. Such a move 
would amount to a blunder second only 
to the invention of the nuclear bomb 
itself. 


Dharamsala, India Tibet Information Office 


Armacost as No. 3 

In your otherwise outstanding cover 
story, The view from the White House 
[17 May], you say Michael Armacost 
has been promoted to the No. 2 job in 
the United States State Department. 


LHASANG TSERING | 


In fact, he holds the No. 3 p penne : 
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Whether you're on business or 

on holiday, you deserve the kind 

of service that comes even before it-is 
asked. Fine accommodation, superb food, 
drinks and entertainment way above the 
ordinary. In addition, a dependable Guest 
Relations Service to cater to your smallest 
needs. And of course, a comprehensive 
Business Center to competently 

work for vour business. That's 

why we invite you to our hotel. 
Certainly, we always look 

forward to offering you the 
IntereContinental advantage. 


THE ADVANTAGE IS INTER: CONTINENTAL 
HOTEL INTER: CONTINENTAL MANILA 


Ayala Avenue, Makati; Tel. 815-97-11; Telex: RCA 23314 ICH. PH 
For reservations call: Hong Kong; 5/243081; Tokyo: 2150777; 
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Ma kigu chi. F e reports ; th: tthisp D er son 
Te died in jail, leaving the impres- 
sion he was à common criminal. Ac- 
tually, Makiguchi was imprisoned in 
1943 during the Pacific War, as werea 
large number of Protestant Christian 
clergymen, for opposing the mili- 
tarists. He died in prison in 1944. His 
Successor, Josei Toda, was 
thrown into prison for the same 
reason. 

Fawcett's description of "shaku- 
buku" as "forced conversions" is 
again unfair and grossly | ae 
as is his statement that “daimoku” 

“a magical incantation.” In fact, it is 
from the opening lines of the Lotus 
Sutra. Further, he states the Soka 
Gakkai pays “lip-service to its archaic 
roots.” The pejorative and tendentious 
use of the word “lip-service” is inex- 
cusable. But why “archaic,” when in 
the next paragraph he points out the 
Nichiren sect was founded in 1290? If 
Fawcett were writing dispassionately, 
he surely would have used the word 
“ancient.” 

Whatever the case, we do regret that 
the REVIEW, a reputable journal, car- 
ried such a patently unfair, prejudiced 
and error-ridden article. 


TOMIYA AKIYAMA 

Director 

International Office 

Tokyo i The Soka Gakkai 


No answer 

Dr N. G. Patil [LETTERS, 3 May] says 
that “retirement at the age of 55 is 
probably essential in today's world of 
massive unemployment to make way 
for many deserving young men and 
women waiting for better job oppor- 
tunilies." Even an apprentice eco- 
nomist is aware that manpower is 
the way to increase our level of living. 
Forcing people to retire at 55 or what- 
ever is complete foolishness economi- 
cally. C. KEITH LOCHARD 
Gyong Gi-Do, South Korea 


E D c 

No participation 

The Hongkong Christian Industrial 
Committee (HKCIC) was not a party to 
the recent delegation visiting London 
as you state [17 May]. The delegation 
was not organised by the HKCIC and 
no one among the participants at- 
tended as a representative of the 
HKCIC. However, this committee is of 
the opinion that the people of Hong- 
kong have the right to be kept in- 
formed on the negotiations in Peking 
and that they must have a share in de- 

ciding the future of their community. 


HANSLUTZ 
Assistant Director 
Christian Industrial Committee 


Hongkong 
e Apologies. But the head of the dele- 
gation to London was Dr L. K. Ding, 
chairman of the executive committee 
of the HKCIC, and he was identified as 
such during the London visit. 
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A bitter proxy battle for control of San Miguel 
Corp., fought in 1983 by the heads of two power- 
ful Philippine families, ended in a way neither 
could have welcomed — with the prize of chair- 
manship going to an "outsider" and a close asso- 
ciate of President Ferdinand Marcos, Eduardo 
Cojuangco. Many now fear that the Manila-based 
conglomerate, 
Filipino families of Spanish inheritance and free 
from the so-called crony capitalism practised 
under Marcos, could be used for political ends. 


traditionally the preserve of 


Christopher Wood explains recent developments 
at San Miguel and examines future directions, while Guy Sacerdoti in- 
vestigates Cojuangco the man — a latterday conquistador in a Spanish 


domain. Pages 61-67. 


Page 10 

Malaysian Deputy Prime Minister 
Datuk Musa Hitam sweeps the 
board at the ruling party elections, 
confirming his place in power. 
Meanwhile, Prime Minister Datuk 


Seri Mahathir Mohamad hits out at | 


Hongkong over the handling of the 
Carrian investigation. 


Page 12 

The signs are good for incoming 
Taiwan Prime Minister Yu Kuo- 
hwa as he picks his cabinet team. 


Pages 13-14 

An angry statement from Chinese 
leader Deng Xiaoping worries 
Hongkong — and may indicate 
fresh dissent in the ranks of the 
People’s Liberation Army. 


Malaysia: All the presidents men — 
Mahathir keeps his cool 
Taiwan: Banking on Yu — 1. 
... and the men in his team —— 
China: Get back in step! — — 
Hongkong: Fluttering hearts 
Indochina: Comrades up in arms . — 
Diplomacy: Wooing friends and votes . 
Media: Free, unfettered but timid 


No club competition 

The great giveaway 

The minor and the major 
India: Presidential powers .. 1 
Defence: Keeping the flag flying 
Foreign relations: In death's wake — 

The waiting game 


Arts & Society 


Identities: Dual nationals caught in a 
storm over their Mt Fuji inheritance — 





Cover illustration by Adam Chow. 


Page 16 

Thai supreme commander Gen. 
Arthit Kamlang-ek's trip to China 
raises Vietnam's hackles. Mean- 
while, Thailand tries for a seat on 
the United Nations Security Coun- 
cil. 


Pages 21-26 

Unlike that of most of Asia, 
Japan's press is completely free 
and unfettered by government re- 
strictions. But it shackles itself 


| through a timid approach and a 


spirit of cooperation rather than 
competition. 


Page 27 
The prospect of a future President 
Indira Gandhi worries some Indian 
political observers. 


Takamiyama — a unique form of 
Japanese |... = n 
Women: Islamisation vs politicisation 
poses a dilemma in Pakistan 


Business Affairs 


Economic relations: Japan at 
centre stage —— 
Continental drift to Asia . 

Japan near the top —— — 

Labour: Singapore's wages of 
spending oe Y 

Cover story: Beer and coconut 
milk 
Profit with honour — but honour 

profit 1 = 
A bitter battle and a Pyrrhic 
Se 
It's great to have a real friend in 
Hongkong 
An oligarch with a social 
conscience — m⸗ 
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Pages 48-50 

Japanese Prime Minister Yasuhiro 
Nakasone will speak up for Asia at 
the London economic summit. The 
concern he will voice is over pro- 
tectionism but a new threat is 
looming to Asia's exports in the 
shape of a potential US dollar col- 
lapse. Meanwhile, Japan moves 
nearer to No. 2 in the World Bank. 


Page 53 

Steeper inflation means that a 
'generous' wage rise for Singa- 
pore workers may not amount to 
more than keeping up with costs. 


Page 74 

Singapore's monetary authorities 
maintain close tabs on property- 
loan portfolios following the slump 
in the market. 


Page 76 

Japan shrugs off fears of an oil 
shortage after attacks on tankers 
in the Gulf. 


Page 76 

Hongkong now looks like winning 
the hare-and-tortoise race to es- 
tablish a financial-futures market. 


Page 78 

There is little drama but much sig- 
nificance in Kuala Lumpur's latest 
‘Malaysianisation’ takeover. 


Finance: Eroding foundations in 
Singapore 

Energy: Japan not engulfed 

Investment: Hongkong s 
not-so-distant futures 

Companies: No. 1 planter in 
Malaysia 


Regular Features 


Letters 

Briefing 

Intelligence 

The Week 

Travellers Tales 

The 5th Column 

Books 

Economic Monitor: Australia 
Shroff 

Company Results 
Stockmarkets 

Prices & Trends 
Backpage Letter: Basco 








India has offered Burma help 
in its counter-insurgencv oper- 
ations on both sides of its 
borders with Nagaland and 
Manipur states. Naga insur- 
gents are headquartered in- 
side Burma, and Manipur in- 


surgents have established 
links with the Naga under- 
ground. 


Other military-related as- 
sistance India has offered 
Burma are training of military 
personnel and the establish- 
ment of defence industries. In- 
dian Defence Minister R. Ven- 
kataraman extended the as- 
sistance offer to visiting Bur- 
mese Foreign Minister Chit 
Hlaing. — MOHAN RAM 


US steps up North 
Korean intelligence 


The United States is continu- 
ing to improve its intelligence- 
gathering capabilities in its 
effort to discover North 
Korea's tactical and strategic 
aims. This was stated by Gen. 
Robert Sennewald, comman- 
der-in-chief of the US-led 
United Nations Command, at 
a news conference in Seoul 
shortly after the crash of a U2 
spyplane south of the capital. 
Sennewald also said the high- 
altitude surveillance aircraft 
had been used for a long time 
in South Korea, but revealed 
scant details. 

He said that more than 500 
South Koreans and Americans 
were searching for evidence of 
new "invasion" tunnels under 
the demilitarised zone. The 
North Koreans are suspected 
of having dug 15-20 new tun- 
nels, in addition to the three 
already found by the South. 

— SHIM JAE HOON 


Sri Lanka drafts 
laws to curb press 


The state-owned Sunday 
Times reported that Sri Lan- 
kan Justice Minister Nissanka 
Wijeyeratne has drafted new 
laws which would force print- 
ers, publishers and editors to 
publish the names of authors 
of all news and feature arti- 
cles. And the use of 
pseudonyms will be prohi- 
bited if an amendment, which 
encompasses the proposed 
laws, to the Press Council Act 
is passed by parliament. 

The proposed amendment, 
according to the newspaper, 
also stipulates that people 
cannot submit articles or re- 


ports for publication in news- 
papers without  disclosing 
their full names and address. 
Any printer, publisher or 
editor violating this law 
would be liable to a term of up 
to 12 months imprisonment or 
a fine of up to Rs 2,000 
(US$80), or both. 

— MERVYN de SILVA 


Zhao goes off 

to Europe 

Chinese Premier Zhao Ziyang 
left for a tour of Western 
Europe which will take him to 
France, Sweden, Norway, 


Denmark, Italy, Belgium and 
'he European Economic Com- 





munity headquarters in Brus- 
sels. 

In a statement before his de- 
parture, the Xinhua news- 
agency said China "always 
supports the efforts of West- 
ern Europe to become strong 
and powerful" — thus em- 
phasising the difference be- 
tween China's policy towards 
the EEC and that of the Soviet 
Union, which is hostile and 
mistrustful of the bloc. 

— DAVID BONAVIA 
Muslim sect — 
persecution 
Ahmedia Muslim sect mis- 
sions outside Pakistan claim 
that Ahmedis are being perse- 
cuted in the country. State- 
ments issued by the sect's 
London office mention un- 
verified attacks on sect lead- 
ers in Sindh and Punjab pro- 
vinces. The Ahmedia move- 
ment's central leadership has 
instructed its Pakistani mem- 
bers to abide by a new law 
which prohibits Ahmedis 
from calling themselves Mus- 
lims or using Muslim ter- 
minology (REVIEW, 17 May). 

The word masjid (or mos- 
que), has been removed from 
signboards on Ahmedi places 
of worship. Mirza Tahir 
Ahmed, head of the Ahmedia 
movement, is said to have left 
Pakistan for London with his 
family, and Ahmedi elders are 
discussing the possibility of 
moving the sect’s headquar- 
ters to a Western country. 

— HUSAIN HAQQANI 


BUSINESS 


Japan and US agree on 


yen internationalisation 

The United States and Japan 
on 30 May released a 66-page 
report on their four months 
of negotiations on inter- 
nationalisation of the yen and 


| liberalisation of Japan's capi- 


tal markets (REVIEW, 31 May). 
The report detailed steps that 
will remove several restric- 
tions on  Euroyen-market 
transactions and others that 
abolish limits on foreign fi- 
nancial institutions’ opera- 
tions in Japan, 

Officials from both govern- 
ments said they were gener- 
ally satisfied with the results 
of their negotiations, which 
were completed in marathon 
meetings in Rome on 20-22 
May. Although the agreement 
is likely to shelve the financial 
issue as a political problem for 
the rest of the year, few 
analysts believe there will be 
much impact on strengthening 
the value of the yen against the 
US dollar (though other fac- 
tors, such as problems in the 
US banking system, could 
bring this about). Deregula- 
tion of Japan's domestic in- 
terest rates also was left un- 
touched in the report. The two 
sides remain far apart in their 
views of the basic cause of 
yen-dollar rate differentials. 

— MIKE THARP 


Industrial financing in 
India gets a boost 


The Industrial Credit and In- 
vestment Corp. of India signed 
a syndicated medium-term 
loan agreement for US$15 
milion and £10 million 
(US$13.93 million) with a 
group of international finan- 
cial institutions in Brussels on 
16 May. The credit was ar- 
ranged by Chase Manhattan 
Capital Markets Group with 
Banque de Commerce. Chase 
and Mitsubishi Bank (Europe) 
acted as lead managers, with 
Banque de Commerce as 
agent. The loan has a maturity 
of eight years and carries in- 
terest at 0.375 of a point over 
the six- or 12-month London 
inter-bank offered rate. 

— A CORRESPONDENT 


South Korean builders 
face slack times 


Orders received by South 
Korean construction firms 
touched a four-year low dur- 
ing the first four months of 
this year, reaching only 
around US$1 billion, or 61.6% 


of the amounts secured in the 
first four months of 1983, ac- 
cording to government fig- 
ures. This compares with 
US$3.4 billion-worth of or- 
ders received in the first four 
months of 1981 and US$4.9 
billion in the same period of 
1982. 

Hyundai Engineering and 
Construction Co. topped the 
list this year, having garnered 
US$165 million in the first 
four months, followed by 
Daelim Construction Co. with 
US$149 million and Hanyang 
Corp. with US$148 million. 

— PAUL ENSOR 


All New Zealand 
interest rates controlled 


A]l interest rates in New Zea- 
land are now controlled. 
Prime Minister and Finance 
Minister Sir Robert Muldoon 
regulated them from 28 May to 
15% for banks, building 
societies and insurance com- 
panies and 17% for all other 
institutions, to supplement 
tighter controls introduced on 
property mortgages In 
November 1983 (setting rates 
at 11% for first mortgages and 
14". for second and for all 
subsequent mortgages). 

The new regulations are due 
to expire on 31 August, but 
Muldoon warned that “if 
necessary” they would be ex- 
tended. Bankers, financiers, 
economic commentators and 
the opposition Labour Party 
all claimed the new controls 
would not be effective, but 
Muldoon is determined to go 
to the general election, due by 
late November, with evidence 
to back claims that he has re- 
duced interest rates. 

— COLIN JAMES 


Foreign banks get 

Seoul branch approval 
Following approval by South 
Korea's Ministry of Finance, 
three foreign banks are ex- 
pected to open branch offices 
in Seoul soon. The banks,’ 
which have been seeking to 
enter the South Korean mar- 
ket since early 1983, are the 
Hongkong and Shanghai 
Banking Corp., Rainier Na- 
tional Bank of the United 
States and the Overseas Trust 
Bank of Hongkong. Two 
others — Wells Fargo Bank 
and the Bank of California, 
both of the US — are awaiting 
approval to open branches. At 
present, there are 48 foreign- 
bank branch offices in 
South Korea, while 21 banks 
representative offices in the 
country. — PAUL ENSOR 
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SECURITY-MINDED 


China’s increasing concern with 
internal law and order as well as 
with subversion from outside is 
reflected in its hosting of an 
international exhibition 
scheduled for September in 
Peking. Acting through 
Hongkong's Sun Hung Kai 
company, the Chinese 
Government has sent out 
invitations to manufacturers of 
specialised firearms, bomb- 
detection equipment, tear gas, 
burglar alarms, blood-testing 
equipment, and so on. Rental for 
the exhibition will be from 
US$310 a sq. m. 


HELPING HAND 

Thailand and the United States 
will stage another major logistics 
exercise in June, this time in the 
2nd Army Region in the 
northwest where Thai troops 
fought a prolonged battle with 
Vietnamese forces two months 
ago. The first of the so-called 
Logex command-post exercises 
was held at Kanchanaburi in the 
Ist Army Region last year to try 
to improve the Thai army's 
logistics, which have caused 
concern since the first 
Vietnamese cross-border 
incursion in early 1980. The latest 
exercise, planned for 18-22 June, 






El THE WEEK 


AUSTRALIA 

Three members of the opposition Lib- 
eral Party were suspended from parlia- 
ment for 24 hours after rowdy scenes dur- 
ing question time (29 May). 


CHINA 

China's strongman Deng Xiaoping an- 
nounced that Peking would garrison 
troops in Hongkong after 1997 (25 
May). Brazilian President Joao Figueiredo 
arrived on an official visit (28 May). 
Chinese Premier Zhao Ziyang reiterated 
Deng's announcement. Malaysian Foreign 
Minister Tan Sri Ghazali Shafie began an 
official 10-day visit (29 May) 


INDIA 

Prime Minister Indira Gandhi's Con- 
gress party won nine of the 24 constituen- 
cies contested in state assembly by-elec- 
tions (23 May). Security forces launched 
operations to seek out stockpiles of 
weapons and pockets of unrest in Bombay 
as the death toll in Hindu-Muslim riots 
there rose to 193, it was reported (24 May). 
At least 10 people were injured when two 
bombs exploded in Bombay and four more 
died in the riots. A Hindu politician was 
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was ‘ap arently decidec d on before 
the Si Sa Ket incursion in early 
A ril, but takes on a new 

evance in light of that incident. 


ciui i HEART 


The Thai Government is pleased 
at what it perceives to be a change 
in France's attitude towards the 
Vietnamese occupation of 
Cambodia. According to Thai 
officials, Thai Foreign Minister 
Siddhi Savetsila gained the 
impression during talks with his 
French counterpart, Claude 
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—— Siddhi; Cheysson 


Cheysson, in Paris early in May 
that the French now have more 
faith in the capability of the two 
non-communist factions of the 
Democratic Kampuchea 
coalition to resist the Vietnamese 
occupation. Until early 1983, 
Paris’ position was that the 
Khmer resistance was largely 
ineffective and that the 
Vietnamese would remain in 


shot dead by Sikh extremists in Punjab 
(25 May). One man was killed and three 
others injured when police fired on dem- 
onstrators outside the Bangladesh High 
Commission in New. Delhi (28 May). 


JAPAN 

Indonesian Foreign Minister Mochtar 
Kusumaatmadja had talks with his Ja- 
panese counterpart Shintaro Abe in 
Tokyo (28 May). 


MALAYSIA 

Deputy Prime Minister Datuk Musa 
Hitam beat off a challenge by Finance 
Minister Tunku Razaleigh Hamzah for the 
deputy presidency of the United Malays 
National Organisation, and Prime Minis- 
ter Datuk Seri Mahathir Mohamad was 
returned unopposed as president of the 
party during the general assembly (25 
May). 


NORTH K 
President Kim Il Sung arrived in Mos- 
cow for an official visit (23 May). 


PAKISTAN 
The government arrested four politi- 
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Cambodia indefinitely. France E: 
does not recognise the coalition, - 
because of its Khmer Rouge 2 
component, but Cheysson | 
apparently said during Siddhi's | 
visit that the French would 
definitely not recognise the 
Vietnamese-sponsored Heng ; 
Samrin regime in Phnom Penh 
either. 


SITTING ON THE FENCE 


Pakistan is resisting pressure 
from Arab-Islamic states to 
change what they see as a pro- 
Iran stance in the Gulf war. Saudi 
Arabia — a major aid donor — 
asked Pakistan to send military 
advisers to Iraq and increase its 
limited presence in Saudi Arabia, 
but Islamabad politely refused, 
saying it wished to maintain 
strict neutrality in the conflict. — | 
More recently, pressure from the | 
Gulf Arab allies of Iraq has 
focused on trying to persuade 
Pakistan to cut off or reduce 
growing trade with Iran. But 
Pakistan's Interior Minister 
Mahmood Haroon — a Shia 
Muslim — has visited Teheran to | 
reassure Iran that Pakistan will 
not join its Sunni Arab friendsin | 
confrontation or boycott. 

Pakistan will hold discussions 
with Saudi Arabia on defence 
cooperation in July. 
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cians and barred at least four others from- 
internal travel, opposition sources said. 
(25 May). 


PHILIPPINES 

Imelda Marcos sought the resignation of 
the government's top district officials in — 
Metro-Manila, where the opposition di | 
well in national assembly polls, an opposi- | 
tion newspaper said (23 May). President. | 
















captured 110 seats in the elections (27 ' 
May). | 


SOUTH KOREA 
Sri Lankan President Junius Jayewar- - 
dene arrived on an official visit (27 May). 


TAIWAN 


The Kuomintang endorsed a new | 
cabinet (28 May). 
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The Defence Ministry lifted martiallaw | 
in 29 provinces because the country's 
communist movement has waned, an 
army spokesman said (23 May). Interior 
Minister Sitthi Chirarote defeated a par- — 
liamentary censure motion (24 May). 



















alaysian Prime Minister Datuk 
Seri Mahathir Mohamad won a 


d tical party's general assembly on 25 
May as much for his policies as for his 
xcontroversial manner of preparing for 
wis own succession. 

^ Following what was arguably ih 
most bruising and divisive election 
‘ampaign in its 38-year history, the 
nited Malays National Organisation 
mno), which had returned Mahathir 
opposed to the party presidency, 
vea clear and enhanced victory to his 
eputy pee Datuk Musa Hitam. 
The 1,2279 delegates, by endorsing 
sa for another term as deputy presi- 
nt (and thus presumably as deputy 
ime minister) also put an end to the 
pes of his arch-rival, Finance Minis- 
rTunku Razaleigh Hamzah, who was 
e to muster only 501 votes com- 
red to Musa's 744. In 1981, 
'st contest for the No. 2 slot, the vot- 
had been 517 for Razaleigh and 722 





The third contender for the deputy 

esidency, Datuk Harun Idris, was 

ushed — and virtually finished polit-. 

ally — with only 34 votes. 

Musa's victory was seen here as 
ily establishing his claim to the 





performance, his men won all cru- 
posts in the supreme council, while 
aleigh's men were virtually wiped 
As well as Razaleigh, five other 
isters lost their party posts: | 
Trade and Industry Minister Tunku 
mad Rithauddeen. 


member of the cabinet. 







)thman, seen as a royalist inlast vear's 
onstitutional crisis over the power of 
he sultans. 
Ambassador to 
Minister Without 
‘Mohamad Rahmat. 
Welfare Minister 
ishah Ghani. 

The fate of these ministers. is now 
ubject to serious debate here. Maha- 





indonesia dnd 
Portfolio Datuk 










Datin pure 















ions by saying that losing a ‘part 


solid endorsement from his po- 


in their 


Veteran Foreign Minister Tan Sri 
hazali Shafie, who at 63 is the oldest ; 


¿Agriculture Minister Datuk Manan i 


hir, when asked about Razaleigh's fu- 
ure, said it was something he would | 
iave to think hard about. But when the 
other five lost, he responded tòques- 


e ministership when Mahathirre- | 
shes it, because apart from his 
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| Jalil Ibrahim, the murdered B: 
| Bumiputra official, be given a post- 
| humous award for serving the country 
well. | | 


According to reliable: sources close 
to Musa, the chances of. Razaleigh 
being retained in the Finance Ministry 
are now very remote. Although. he has 
publicly announced that’ he would 
work closely with Mahathir and Musa, 
Razaleigh did tell the REVIEW that he | 
would contest the deputy. presidency 
again in. 1987. He also in ted 
he might try for the pres 
He also told the press af 
Musa that the choice mad 
gates was the correct one but added 
pointedly: "For the moment. 
Many observers believe Razaleigh 
may be succeeded either by. Bank 
Bumiputra executive chairman Nawa- 
wi Mat Awin, who was also elected 
to the supreme council. . Another 
possible candidate is Daim Zainud- 
din, a successful businessman and 
MP. | | 
Despite their defeats, the immediate 
futures of Rithauddeen and Ghazal 
are believed to be secured for different 
reasons. Rithauddeen is seen as neces- 
sary to keep the party in Kelantan state 
happy. Both he and Razaleigh come 
from the state and if. both were re- 
moved the state party might become | 
difficult to handle. 
On the other hand, Ghazali is ex- 
pected to be retained largely for his _ 














| skillin the Foreign Ministry. He is seen 
as no longer politically ambitious, pos- 
ing no threat to the leadership. As for 
remaining 


the three | ministers, 


i Mohamad Rahmat, 


arid) comprehensive. | 
loyalists he identified during the con- 


Mahathir keeps 


The prime Thinister criticises the conduct of Hongkong 








































Manan Othman 
and Aishah Ghani, they are expected 
to be dropped, without fuss and proba- 
bly some time after the end of the fast- 
ing month of Ramadan in the last days 
of June. 

Musa's victory was notable, among 
other things, for the fact that delegates 
had been extremely critical last year 


-when Mahathir had gone against trad- 


itions and identified Musa as his choice 
for the post. It was clear that in the in- 
tervening year the party had learned to 
accept the prime minister' s will. 


Ihe endorsement of Mahathir's 
policies came in another and 
more dramatic way: in electing 
the 27 members of the council, dele- 
gates dropped not only all those who 
had opposed him during the constitu- 
tional crisis last year, but even more 
significantly, even those who had 
been. lukewarm in their support. The 
crisis last year came about when 
amendments were proposed to the con- 
stitution to limit the powers of the 
hereditary rulers by making royal as- 
sent. to state laws and federal laws 
superfluous. The six-month crisis di- 
vided the country and caused serious 
upheavals within the party. 
Musa's victory was overwhelming 
All of those 


stitutional crisis as the "magnificent 
seven," romped home, led by Minister 


is cool 








authorities but his remarks are considered restrained 


hile the Bumiputra Malaysia 
W Finance (BMF) affair did not loom 
as large at the United Malays Na- 





tional Organisation general assembly 


as some had expected, it. did figure 
in the debate, and it was res Ived tha 









‘Some delegates expressed. ‘dissatis- ; 


faction at the conduct of the trial for 
his murder of Malaysian M ik F oon |] 









in a Hongkong 
d: that no. mot 


lished | beyond the allegations that Jalil 
was opposed to a USS$4 million loan 
being made to save the now-defunct 
Carrian group of companies. 

Prime Minister Datuk Seri Mahathir 
Mohamad told the assembly: in his 
closing remarks, responding to com- 
ments from delegates, that the Hong- 
kong Securities Commission had im- 
properly acquired documents on BMF 
during the murder investigation from 
the Hongkong police. He said: "This is 


Teg But they wanted to know 


how BMF was trying to recover the 
y [estimated to be about M$2 bil 














in the Prime Minister's Department 
Datuk Abdullah Badawi, who was 
elected one of the three vice-presi- 
dents. He defeated among others, 
Rithauddeen, and. came in ahead of 
even the "professional vice-president " 
Ghafar Baba, who has held the post for 
22 years. 

Ghafar, having for vears been the 
senior vice-president, is now the third, 
almost junior elected vice-president. 
Rithauddeen, though he did not openly 
oppose the constitutional amendments 
last year and was seen more as a 
mediator, nevertheless lost. The seven 
also included Minister for Culture, 





Youth and Sports Anwar Ibrahim, who 
defeated Deputy Energy, Telecom- 
munications and Post Minister Datuk 
Suhaimi Kamaruddin convincingly in 
the race for the presidency of Umno 
Youth, a post which makes him an ex- 
officio vice-president. The others, all 
successful, are Information Minister 
Adib Adam, Datuk Rais Yatim, minis- 


lion (US$869 million)] it had lost and 
used the Jalil case to get the docu- 
ments." 

Mahathir said his government had 
protested against the action and that 
the British authorities had said that 
the Hongkong Securities Commission 
had the right to do anything it wanted 
in the territory. 

On the release of the cautioned state- 
ment made by Mak in which he was 
said to have claimed that he worked for 
and collected money for the Malaysian 
finance minister — which Mak denied 
in court — Mahathir's remarks were 
comparatively mild given his penchant 
for vitriolic comments. Having said 
that the handing over of police evi- 
dence to the securities commission was 
"irregular," he merely said he was 
"puzzled" by the use of only portions 
of Mak's statement. 

Mahathir, who had only two years 
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Mahathir: winner Musa with loser Razaleigh: conciliation wins out. 


ter of land and regional development, 
Datin Paduka Rafidah Azia, minister 
of public enterprise, Datuk Sanusi 
Junid, minister of national and rural 
development, and  Datuk  Sharir 
Samad, Federal Territory Minister. 
Rafidah won the women's wing presi- 
dency and became another ex-officio 
vice-president of the party. 

Other winners were also notable for 
having clearly identified themselves 
with Mahathir and Musa during the 
constitutional crisis. Another winner 
was the former chief minister of 
Pahang, Abdul Rahim Bakar, who was 
forced to resign from his job because of 
opposition from the 
sultan. One member 
of the aristocracy who 
was elected was 
Kedah Chief Minister 
Datuk Syed Nahar 
Shahabuddin, but his 
support of the con- 
stitutional amend- 
ments was reported to 
have been immediate 
and possibly very in- 
fluential. 

Another winner 
was Deputy Educa- 
tion Minister Datuk 
Khalil Yaakob, who 
caused a sensation re- 
cently (REVIEW, 15 
Mar. when he an- 
nounced that Malay- 
sian students abroad who opposed the 
government would be deprived of their 
scholarships. He received 953 votes, 
the highest poll of all, in a stunning en- 
dorsement of his tough line from the 
1,279 delegates. 

The election fever tended to distract 
the delegates' attention from what 
Mahathir identified as the major 
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ago attacked the British for their "pa- 
tronising" ways and introduced the 
now well known “buy British last" pol- 
icy, was clearly taking what can be de- 
scribed as a correct and polite position. 

Asked if the release of the cautioned 
statement, in the wake of the Malay- 
sian protest against the "irregular" 
securities commission activity, was de- 
liberately aimed at embarrassing the 
Malaysian Government, he only said: 
“I don't know about that." He added: 
"The events occurred closely." He said 
he did not comment earlier because the 
matter was then sub judice. 

One reason for Mahathir's compara- 
tively mild stand vis-à-vis the British, 
it is generally believed, is that peace- 
making moves with the British after 
the unhappiness of more than two 
years are now well advanced, with Bri- 
tish Prime Minister Margaret Thatcher 
due to visit this year. —K. DAS 
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danger facing Umno — the problem of 
money politics. He laid stress on the 
suspicion that power sources based on 
the wealth of the new corporate bosses 
(REVIEW, 24 May) could destroy Umno 
and said that a time could come when 
millionaires would run the party. “At 
that time it will no longer be a political 
party but a rich man's club,” he said. 


ahathir also stressed that Umno 
M Youth's proposals to extend the 

New Economic Policy (NEP) 
period was not the answer to achieving 
real prosperity for bumiputras. The 
NEP's present target is to allow 
bumiputras to acquire 30% of corpo- 
rate equity in the country by 1990. 
Mahathir said extending the period 
would not help. Obviously bent on 
calming the fears of the non-bumiput- 
ras who are already disturbed by the 
government's Islamisation policy, 
Mahathir said that bumiputras should 
aim to consolidate what the NEP had 
already given them and would give by 
1990. 

He also attacked the extremists in 
the administration who, he said, were 
distorting the Islamisation programme 
which aimed at inculcating Islamic 
values. rather than interfering with or 
converting others. "Islam, as the reli- 
gion of Umno members. does not ask 
its followers to take away belongings 
of others. But what Umno requires is the 
cooperation of all races to ensure that 
justice prevails in every field.” he de- 
clared. 

More conciliatory than usual. 
Mahathir's speech at the beginning of 
the conference as well as his closing re- 
marks made many observers wonder if 
he was alreadv thinking of the day he 
would step down. He certainly said he 
would not stay anv longer than he was 
needed, reminiscent of the declaration 
of his predecessor, Tun Hussein Onn, 
not long after he took office in 1976. 
Hussein staved on for five vears. With 
the new Musa team obviously well en- 
trenched in the partv, some observers 
felt that Mahathir too might consider 
five or six vears a fair run for a party 
chief. The prime minister will be 59 at 
the end of this vear. 

The party assembly ended without 
the open hostility many people had 
predicted and it was perhaps due to 
Mahathir's conciliatory style that the 
Razaleigh and Musa factions were seen 
as “reaching out.” as one delegate put 
it, to prevent any bitterness from de- 
veloping as it did after the 1981 elec- 
tions. But how successful these at- 
tempts will be depends, according to 
one Razaleigh supporter, on how the 
victors behave towards the many 
Razaleigh people who are now left high 
and dry, without the political patron- 
age which they had hoped to be riding 
on by now. o 
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Andrew Tanzer i in Taipei | 


intral bankers seldom make pop- 
dar figures and Yu Kuo-hwa, who 
comes Taiwan's prime minister on 1 
ne, is no exception. The austere and 
loof 70-year-old is not a favourite of 
'àl businessmen and is little known 
r understood by the masses. In part 
cause he has resisted pressure from 
ecial-interest groups, the conserva- 
e governor of the central bank has 
ide few political friends. Yu deserves 

ich of the credit for the island's win- 
ig blend of high economic growth, 

V inflation and social stability. But 
la highly effective central bank 
vernor make a good prime minister? 
aiwan needs a shrewd political 
sman more than a banker," com- 
nted a university professor. "In the 
xt decade, Taiwan will be like any- 
ng but a stable bank." Clearly, the 
me minister will have to leave the 
ry tower of the central bank and act 

re like a politician. The political op- 
sition has already begun question- 
his commitment to democratisa- 
n and Taiwanisation — the process 
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ew cabinet has been formed under 
ew Taiwan Prime Minister Yu 
o-hwa, with five of eight ministerial 
folios shuffled. Key economic and 
ince positions have been over- 
auled, though much of the movement 
eways, and Yu is expected to con- 
ue to dominate these spheres. 
'rhaps the most intriguing develop- 
nt is the political rehabilitation of 
ee Huan, a former Kuomintang 
.MT) leader and close associate of 
President Chiang Ching-kuo, who fell 
rom grace in the late 1970s. — 
Oddly, the return of the 67-year-old 
,ee, who becomes minister of educa- 
on, has escaped the attention of the 
cal press. The portfolio has not been 
garded as a particularly important 
1e, though the education system in 
iwan is ripe for reform, and Lee may 
be just the man to carry out an exten- 
fe overhaul. More importantly, his 
turn from political exile in 
ohsiung, where he was president of 
n Yat-sen University, may enable 
KMT moderate to regain his sta- 
ré in the party, ques 





competent b Colourlsss central bank governor fakes. 
fer as Premier and now must learn the art or politics 


. and the men in his team 


ie new premier reshuffles his cabinet, rehabilitating one 
{ stalwart and promoting several young Taiwanese 


of bringing more native Taiwanese 
into positions of importance in the 
government and the ‘Kuomintang 
(KMT). — | 

To succeed in à political role, Yu will 
have to burnish his image, which is 
that of a dour, introverted man with a 
rather inflexible cast of mind. Al- 
though it is rather difficult to imagine 
Yu rolling up his trousers and wading 
through rice paddies, the. scholarly 
bureaucrat will undoubtedly begin to 
visit the countryside. | 

In this he can learn from President 
Chiang Ching-kuo, whose well-publi- 
cised weekend jaunts down south to 
meet. "grassroots friends” were a 
hallmark of his rule until poor health 
sharply curtailed his mobility in recent 
years. The government- guided media 
are already working to overhaul Yu's 
image: in recent days he has been seen 
uncharacteristically smiling and ani- 
mated in prominently displayed news- 
paper photographs. 

Although Yu will never. ‘become a 
“man of the people,” as prime minister 


Lee is probably the mainlander most 
closely identified with pushing Tai- 
wanisation in the 1970s. This won 
him friends in the political opposition 
as well asin the moderate faction of the 
KMT. He served as director of the 
China Youth Corps, taking over from 
Chiang, who founded the or ganisation, 
and as director of the KMT Depart- 
ment of Organisational Affairs. He be- 





Chang (then prime maie ‘but effec- 
tively running the country), who also 
relied on the counsel of Gen. Wang 
Sheng, the powerful former chief of 
political warfare who sym ised the 
hardline faction. | 

But Lee fell out of fávour after the 
Chungli riot in 1977, a disturbancein a 
northwestern town sparked by alleged 









.KMT ballot-tampering during local 


elections. One of the victorious candi- 
dates ` in those elections was a ‘radical 
opposition figure who had been a pro- 


tégé of Lee before defecting from the 


E ranks. eas some account Lee lost 




















tions and debates over E icy issue 
distasteful. Not surprisingly, some 
legislators find him autocratic. Now on 
centre stage, Yu will have to communi- 
cate better and compromise more. He 
may. frequently send new Deputy 
Prime Minister Lin Yang-kang, who is 
quick on his feet, to the legislature. 














| S observers would have prefer- 
red to see Tsiang Yen-si, the affable 
and relatively colourful secretary- «gere 
eral of the KMT, selected as prime 
minister. Through his extensive con- 
tacts with local party o fficials and di- 
verse background, Tsiang has become 
a popular figure. But he is regarded as 
indispensable in the party and not 
quite as close to Chiang as is Yu. 

His training in agricultural econo- 
mics, which duplicates that of the new 
Vice-President Lee Teng-hui, may also 
have hurt his chances. Some. govern- 
ment officials also harbour a distrust 
for politicians. “Maybe it's a good 
thing that Yu is not so. popular, ” saida 
senior local banker. BE won't play 

politics.’ 

The new prime minister's personal- 
ity and outlook are better understood 
in the context of his background. He is 
a product of the scholar-bureaucrat 














































liners. Ironically, as Lee returns to 
Taipei, Wang is languishing in 
Paraguay, where he is serving as am- 
bassador after being stripped of his po- 
litical-warfare post last year. 

On the economic side, Yu has 
brought some of his lieutenants into 
power. Yu will hand the mantle of gov- 
ernor of the central bank to Chang Chi- 
cheng, chairman of Central Trust of 
China and a former minister of fi- 
nance. Like Yu, Chang benefits from a 
long connection with the Chiang fami- 
ly. | 
The prime minister is expected to 
continue to shape central bank policy; 

as finance minister, Chang was criti- 
cised for being ineffective and insuffi- 
ciently aggressive. In selecting Chang,, 
Yu passed over Robert Chien, the ur- 
bane and capable —— governor of 


re, precedent: 10 date, all four ot 
 Taiwan's central bank governors have 
previously been finance ministers. 


bnly the most loyal officials are se- 

lected to run Central Trust, a huge 
state-run banking and trading com- 
pany. Yu himself was once president of 
the firm, and so was Loh Jen-kong, the 
vice-minister of finance who has-been 
promoted to become minister of, fi- 
nance. Loh S former boss, Hsu Li-teh, 
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Yu: ‘no politicking. ' 


wing of the Chiang family court (there 
is also a military wing), and since 
childhood the key to his fortune has 
been loyalty and service to the family. 
His father was a classmate of the late 
president Chiang Kai-shek (both 
families came from Fenghua county in 
Zhejiang province) and Yu became 
personal secretary to the generalissimo 
at the age of 22. 

Yu left the palace court in 1944 for 11 
years of study at Harvard University 
and the London School of Economics 
and work in Washington for the World 


after serving as finance minister for 
more than two years. The energetic and 
outgoing 53-year-old has been cre- 
dited with pushing through major pro- 
grammes such as opening the local 
stockmarket to foreign investors, es- 
tablishing an offshore-banking centre 
and setting up a venture-capital com- 
pany. By adding the Economics Minis- 
try to his repertoire, Hsu becomes a 
strong candidate for prime minister. 

Yu should have no trouble keeping 
Chang, Loh and Hsu in line, but outgo- 
ing economics minister Chao Yao- 
tung, who assumes Yu's other seat as 
chairman of the Council for Economic 
Planning and Development (CEPD), 
may prove more of a headache. The two 
clash in style and personality; Chao is 
everything Yu is not — brash, impul- 
sive, emotional and outspoken. The 
rhetoric and bluster of the former 
chairman of the state-run China Steel 
Corp. have made him the darling of the 
press, but many economists were less 
than impressed. 

Chao will be a less powerful chair- 
man of CEPD than was Yu, and some 
observers are wondering if the coun- 
cil's influence will diminish as a result. 
In light of Chao's failure to bring to 
fruition some grandiose projects he 
dreamed up as economics minister, one 
economist said he feared Chao would 
be "like a bull in a china shop." 





|| Fund. Since arriving in Taiwan ih 


1955, he has held a string of senior fi- 
nancial posts, including president of 
Central Trust of China, chairman of 
the Bank of China (a commercial bank) 
and minister of finance. In 1969 he was 
named governor of the central bank; in 
1977 he added the position of chairman 
of the powerful Council for Economic 
Planning and Development to his 
portfolio. 

Yu has also been active in the KMT, 
running the party's Finance Affairs 
Committee in 1972-80 and serving on 
the KMT central committee from 1969 
(he currently ranks No. 18 out of 150 
members) and central standing com- 
mittee from 1979 (No. 13 of 31). Most 
importantly, Yu has remained a close 
and trusted friend of Chiang Ching- 
kuo, who relies on him for economic 
and financial advice. 

If only because Yu wielded such im- 
mense influence over the economy 
from his central bank and planning 
council fiefdoms, not much change in 
policy is expected. His highly conser- 
vative philosophy, which is largely a 
reaction to the hyper-inflationary 
chaos during the KMT's last years on 
the mainland, emphasises stability, 
low inflation and gradual liberalisa- 
Lion of the economy and financial mar- 
kets. It is a measure of his success 
that Taiwan has achieved stunning 
economic growth with stability as few 
other developing countries have. O 


————————————————————————————————— 


The shuffle has also infused some 
young, native Taiwanese blood into the 
cabinet. Wu Po-hsiung, 45, the director 
of the secretariat of the KMT Central 
Committee, assumes the Interior 
Ministry portfolio. Formerly a director 
of the state-run Tobacco and Wine 
Monopoly Bureau, Wu also served in 
elected positions in the provincial as- 
sembly and as magistrate of Taoyuan 
county. A Hakka, Wu takes over the 
ministry from Lin Yang-kang, who be- 
comes deputy prime minister. 

Most observers expect the popular 
97-year-old to be given more respon- 
sibilities than his predecessor, Chiu 
Chang-huan, who takes over as gover- 
nor of Taiwan. For the first time, the 
minister of justice will be a native 
Taiwanese. Shih Chi-yang, 49, has 
been promoted from vice-minister. 

One imponderable in the re-jigging 
is the role of former prime minister 
Sun Yun-suan, who was forced to step 
down after suffering a stroke in late 
February and undergoing brain 
surgery. A popular figure before his ill- 
ness, Sun should gain a good deal of 
sympathy from the public. If he regains 
his health — he appeared on TV re- 
cently for the first time since his opera- 
tion — he could conceivably become an 
influential elder statesman, possibly 
even a future chairman of the KMT. 

— ANDREW TANZER 


ES i —— —————— 


FAR EASTERN ECONOMIC REVIEW e ? JUNE 1984 


‘Get back - 


$4 
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Deng blasts two colleagues 
who said PLA troops will not 
be stationed in Hongkong 


By David Bonavia in Peking 


or all its self-conscious preoccupa- 

tion with democracy, the National 
People's Congress (NPC) held here in 
mid-May was overshadowed by one of 
China's most obsessive problems: the 
relationship between the communist 
party and the People's Liberation 
Army. And a complicating factor at the 
session — the second of the sixth con- 
gress — was the question of Hongkong. 

Elder statesman Deng Xiaoping 
took the highly unusual step of accus- 
ing two of his senior colleagues of talk- 
ing “nonsense” after they had said ear- 
lier in the presence of Hongkong visit- 
ors that China would not send PLA 
units to Hongkong to replace British 
troops. 

Geng Biao, former minister of de- 
fence, and Huang Hua, former foreign 
minister, got the lash from Deng for 
their soft line, expressed at discussion 
groups concerning the NPC. Speaking 
to Hongkong reporters in a televised 
meeting immediately following an 
NPC session, Deng snapped that “of 
course” China would station troops on 
Hongkong's soil, since it was “Chinese 
territory” in any case. Deng gave noin- 
dication, however, that the PLA would 
enter Hongkong before 1997. 

Previously it had been leaked from 
Peking — but never officially stated — 
that no PLA troops or “cadres from the 
north” would be sent to supervise 
Hongkong's planned autonomous 
status after 1997. Since the cadres and 
troops were usually mentioned in the 
same breath, Hongkong people may 
now wonder how good is Peking's 
promise to let a local Hongkong gov- 
ernment be run by local people. 

Deng's outburst may have been 
brought on as much by his problems 
with the PLA — which perhaps inten- 
sified after Huang's and Geng's state- 
ments, giving disgruntled military men 
a new cause for complaint — as by dis- 
agreements within the leadership over 
policy towards Hongkong. 

A few days earlier, one of the tough- 
est-ever criticisms of the PLA had been 
made in the army's own newspaper, 
the Liberation Army Daily, and im- 
mediately picked up by the China 
Newsagency, an organ which caters 
especially to the information needs of 
Overseas Chinese and compatriots. 

The army newspaper admitted that 
during the Cultural Revolution in the 
1960s and 1970s the PLA went too far 
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the Left” in the Cultural Revolution 
was defined as part of the “three sup- 
ports and two military types of work": 
supporting the Left; industry and ag- 
riculture; exercising military control, 
and carrying out military training. 
"This meant supporting factions, and 
no matter which faction was sup- 
ported, such action was wrong," the 
army organ explained. 

At a time of continuing political 
edginess in the army-party relation- 
ship, it was understandable that Deng 
should be irritated by Geng's unau- 
thorised comments. Geng has never 
been popular with other senior com- 


manders, though his own military re- 


cord is considerable. And Huang has 
long been regarded a political light- 
weight, sometimes too favourably dis- 
posed towards the West. 

Xinhua newsagency, the main offi- 
cial organ of the government and 
party, chimed in with a statement that 
more than 3,000 Chinese troops might 
be needed in Hongkong, mainly for in- 
ternal security, but did not print 
Deng's attack on Geng and Huang. 

The whole business might seem a 
tempest in a teacup were it not indica- 
tive of Deng's great sensitivity over the 
Hongkong issue, with its reverbera- 
tions in Taiwan, and his continuing 


HONGKONG 


Fluttering 
hearts 


Deng's remarks about troops 
cause jitters in the territory, and 
some underlying worries remain 


By Teresa Ma 


eng Xiaoping's forceful state- 

ment that People's Liberation 
Army troops would be stationed in 
Hongkong after 1997 caused another 
missed heartbeat in the territory. The 
leading barometer, the Hang Seng 
Index, fell 20 points in the immediate 
aftermath but later recovered both 
composure and lost ground. The root of 
the concern was not only Deng's re- 
marks per se but the circumstances 
surrounding them, which indicated 
that earlier statements by senior offi- 
cials could so quickly become “in- 
operative." 

Deng had only put into words what 
everybody really knew in their hearts 
to be true but nobody wanted to hear. 
Clearly no sovereign country could 
forgo the right to put its troops on its 
own soil. What did, and still does, 
worry a lot of people in Hongkong is 
the idea that the troops will abuse their 
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come out of the cong: 'ess was the an- 
nouncement of the restoration of 
ranks, medals and titles of honour in 
the PLA. This is one of the great prizes 
the soldiers have been waiting for since 
the death of chairman Mao Zedong in 
1976. It was he who abolished them in 
1965. 

Restoration of ranks has been with- 
held tantalisingly from the Chinese 
military cadre, while naval officers 
and ratings, and now the police, have 
been decked out in fancy uniforms. 
Ranks and uniforms are not the same 
thing, and PLA officers and non-com- 
missioned officers may possibly have 
badges of rank, while the 3 million 
necessary uniforms — 6 million, if one 
includes a change of clothes — are 
sewn. 

It is likely that the 1979 invasion 
of Vietnam brought home to the gen- 
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rights and meddle in administration. 
Analysts have voiced doubts about 
the Chinese Government's ability to 
exercise control over the PLA from Pe- 
king. Others fear a power struggle be- 
tween the PLA troops and the 24,000- 
strong — and at the moment much bet- 
ter paid — Hongkong police force. Rec- 
ognition of these fears had been behind 
earlier suggestions from Peking that 
troops would not go to Hongkong. 
Hongkong people are also troubled 
by what appears to be evidence in 
Deng's remarks of dissent within the 
ranks of the Chinese Government it- 
self. Apart from himself (he is chair- 
man of the Central Military Commis- 
sion), Deng stated, the only Chinese of- 
ficials authorised to make statements 
on Hongkong's future were Premier 
Zhao Ziyang, the head of the Hong- 
kong- Macau Affairs Office, Ji Pengfei, 
Foreign Minister Wu Xueqian and the 
ministry's spokesman. This led to some 
nervousness in Hongkong that such 
"personal" control could mean that as- 





when officers are beoutiibg — 


and need to be replaced. 

More important, probably, is the 
need to raise the morale of the officer 
corps by giving political and social 
status to those of long and loyal ser- 
vice. And by emphasising the dignity 
of being an officer, the party can edge 
the PLA out of the political scene, 
where it has played so striking a role in 
Chinese revolutionary history. 

Two delegates to the congress were 
reported to have raised the ques- 
tion of the recently formed People's 
Armed Police. Wang Chao, from the 


| east-coast province of Jiangsu, said 


some members of the new force "are 
worried that thev will be considered 
inferior to the army." Kuan Lijiang, 
also from Jiangsu, suggested that draft 
legislation be amended to give the 
armed police equal status with the 
army. 





surances on Hongkong's future could 
be set aside if or when these per- 
sonalities disappear. 

No doubt some of these fears will be 
raised in Peking if the unofficial or 
non-civil servant members of Hong- 
kong's executive and legislative coun- 
cils (Umelco) visit Peking after their 
recent trip to lobby British parliamen- 
tarians in London (REVIEW, 24 May). 
Although Deng indicated that Umelco 
members would be welcome, no deci- 
sion to go has been taken and there is 
still some doubt about their status if 
they do make à visit. One unofficial said 
that the group would insist on visiting 
Peking in their capacity as Umelco 
members and not as individuals. 

Meanwhile, the Hongkong spokes- 
man for Peking, Xu Jiatun, head of the 
local Xinhua office, has said that two 
committees will be set up shortly — 
one in Peking to draft the basic law 
governing post-1997 Hongkong and 
the other in Hongkong for consulta- 
tions with the local people. 
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we invest it. 


“They say time is money, but time 
is also an investment.” 

Dr. Klaus Haegi, 

Senior Vice President 





When you look at it that way, you 
begin to see the other 
dimensions. The time you can 
lose because a decision 

is ill-advised or an operation mis- 
handled is the time you have 

at risk. Performance is one of the 
dividends on time well 

invested. That's why the time we've 
invested in education and 
training, in organization, and in 
gathering and interpreting 
experience, worldwide, could be 
one of your most valuable assets. 
Perhaps the Swiss have such 

a long tradition of measuring time 
so precisely, and so elegantly, 
because we know how valuable it 
is. And even more, how much 

its value is enhanced by proper 
investment. For instance, at 
Swiss Bank Corporation we don't 
like to rush our customers. 

But we know they need a bank 
that can react quickly. 

So the countless manhours and 
other resources we've put 

into our electronic information 
and transaction capabilities 

were a logical outgrowth of this 
philosophy. 

Allin all, since you are investing 
your time, perhaps you 

ought to consider banking Swiss. 









We don't spend your time- 
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Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 
Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: 


Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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recent. visit to China by Thai 
supreme commander Gen. Arthit 
mlang-ek provoked the Vietnamese 
into issuing a strongly worded state- 
ment condemning Sino-Thai "collu- 


e on in Hanoi about the level of mili- 
ary. cooper ation between the two 
Countries. > 

Arthit's week- -long visit in mid-May 
ne shortly after.a Vietnamese mili- 
tary offensive against Cambodian re- 

sistance forces — which Hanoi accuses 
angkok of supporting — on the Thai- 
ambodian border. The offensive 


^am bodia., 









ionaries are venturing further on 


5I LOMACY 


By John McBeth in Bangkok 

if hen the 31-member United Na- 
-tions Council for Namibia met in 
gkok recently to formulate recom- 
nendations for action by the UN Gen- 
ral Assembly and the Security Coun- 
il, the event was greeted with some 
urprise. Mostly, the council's sessions 
ave been held either in New York, or 
n Africa where the problem seems to 
elong. Bringing it to Asia seemed to 
be taking it out of its political environ- 
nent. Even more surprising was the 
faet that the council came to Bangkok 
t the. invitation of the Thai Govern- 


year S gener al assembly session. 


t. least within the UN context, 
etween Vietnamese-occupied Cam- 
odia and South African-controlled 
amibia, embodied in resolutions call- 
ng for the withdrawal of foreign 
forces from the two countries and 
proclaiming their right of self-deter- 
mination. But senior Thai Foreign 
Ministry officials tended to play down 


` suggesting concern and irrita- | 
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ment — an offer made during last | - 


One explanation was the parallels, b JS cana 
ture, but. ‘she said in a 25 May press 





that view and instead connected the | 


the dangerous road of collusion with 


people and the other Indochinese peo- 
ples.” It added that “Thailand's prom- 


ise to follow China" in its confronta- 


tion with Indochina “is unwise and in 
dissonance with the Thai people's 
legitimate aspirations and interests." 

This reflected a familiar policy by 
Hanoi, which frequently accuses 


Bangkok of fishing in troubled waters | 


in Cambodia, to separate the Thai 
Government and military leaders from 
the people. 

Nhan Dan broadened its commen- 


| tary into another well-known theme: 
trying to drive a wedge between Thai- 
land and some of its Asean partners, 
“particularly. Malaysia and Indonesia, | 
| who are more worried abo j 
ee as a long-term threat from China | 
àn any immediate danger from Viet- | 
"nam. Arthit 
| Honaries in Thai ruling circles, it said, 












and the ultra-reac- 


iland ‘hosts a UN, Counc’ tot Namibia — to — 
S with Africa and win support for a Security Council seat 


* 


invitation to Thailand's current effort : 


io win a place on the U N Security 
Council. 

The Thais are making —— 
bid for the council seat, part of the 
Asian regional quota, which falls vac- 
ant when Pakistan completes its term 
in October. Thailand's rival for the slot 
is expected to be Soviet- backed Mon- 


 golia. It is still too early to tell whether 


there may be other candidates as well. 

Thailand and Singapore are the only 

two Asean countries which have not 

served on the council. 

V isiting United States Ambassador 
TES a iex 





conference: "Assuming if Mongolia — 
or the Soviets, we might say more ac- 
curately — decide to go ahead with 


 Mongolia's candidacy, then there's 
likely to be a real race; and it will be a 


contest whose reverberations will be 
felt not only throughout. the general as- 
sembly but worldwide." i 
The first E ea annount 
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. The Chinese reception for Arthit was. 
notably warm, suggesting that Peking 
views him as a powerful political as 
well as a military figure in a country 


| which it is trying to cultivate as an ally 
the Chinese reactionaries in their hos- | 
tile strategy against the Kampuchean |. 


against a common enemy: Vietnam. 

"While.in China, Arthit had talks 
with Premier Zhao Zivang and Yang 
Shangkun, the powerful vice-chair- 
man of China's Central Military Com- 


mission, headed by elder statesman 
| Deng. Xiaoping. He also met armed 
| forces chief of staff Yang Dezhi, who 
visited Thailand in February 1983, 


when he assured the Thais that China 
would stand by them if their territory 
was threatened. 

Arthit seemed to have enjoyed his 
China sojourn, judging by its lengthy 


. coverage on Thai TV, which showed 


the normally serious-faced supreme 
commander beaming boyishly 
throughout his trip. During the last 
days of his visit, he was taken to 
China's southern Yunnan province, to 
within 4 kms of the Vietnamese border, 
where he was seen on TV warmly pat- 
ting Chinese gunners on the shoulder 
while touring artillery positions. 



































 Thailand's try for the Security Council 


seat appeared to be timed for the 
Namibia meeting, which was attended 
by delegations from 10 African states: 
Algeria, Angola, Botswana, Burundi, 
Liberia, Senegal, Cameroon, Zambia, 
Nigeria and Egypt. But Foreign Minis- 
try sources pointed out that Thailand 
has also been trying to diversify its re- 
lations and strengthen links with Af- 
rica. 

Deputy Foreign Minister Prapass 
visited Guinea, 
senegal, Ivory Coast, Algeria, Morocco 
and Tunisia last August and Sep- 
tember. And on 25 May, Foreign Minis- 
ter Siddhi Savetsila embarked on 
visits to Egypt, Kenya and Tanzania. 

Thailand supports the 1966 UN re- 
solution terminating South Africa's 
mandate over Namibia, and Bangkok — 
as Asean's self-styled frontline capital 
— was anxious not only to further its 
claims to the Security Council seat, but 


also to sketch in the basic similarities 


between Namibia and Cambodia. 
Prime Minister Prem Tinsulanond 
did just that during his opening ad- 
dress to the council, pointing out that 
like the Namibian people, the Cambo- 
dians were also struggling to regain 
their freedom and independence. 
"Their aspirations are similar to those 
of the people of Namibia," he said, 
adding: "They, too, should have the 
sympathy and support of the interna- 
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first quarter of 1985. For appointments’ to o visit the Ex bition Suite, 
or for further information, please contact: . 

Hongkong Land (tel: 5-8428288, telex: 75102). or 

Jones Lang Wootton TEE 5- 217171, telex: HAT, 
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HILTON 
INTERNATIONAL 


erenite Beautiful surroundings. 
Attentive service. 

Everything vou need to conduct your business affairs. 
Restaurants to relax and entertain in, 
with a tempting array of regional dishes. 
After more than twenty vears experience 
in Asia and the Pacific, 
we make the most hectic trip seem serene. 
Call vour travel agent, 
any Hilton International hotel or 
Hilton Reservation Service. 





Hong Kong. Seoul. Taipei. 
And the new Tokyo Hilton International opening September 1, 1984. 
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WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


QNSE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Reviett 
Advertisement prepared as a public service by Ogiloy & Mather 








A MOVE INTO THE SQUARE IS A MOVE 
INTO THE RIGHT FINANCIAL CIRCLE. 


Exchange Square will be the new business and financial centre of Asia. 
It's the home of Hong Kong's new unified stock exchange 
and has the most advanced 24-hour business capabilities in the region. 
So while some companies are still going round in circles, 
others have found the Square. 

Exchange Square is now available for leasing. Occupation in the 
first quarter of 1985. For appointments to visit the Exhibition Suite, 
or for further information, please contact: 

Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 
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[HE FUTURE HUB OF ASIA'S BUSINESS WORLD 
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Thank you for flying 
First Class. 
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Reporter at work; computerised page layout: a different set of problems. 


MEDIA/JAPAN 





Free, unfettered but timid 


The Japanese press has no problems of control or suppression 
like some, but suffers from its own self-censorship 


By E. G. Seidensticker in Tokyo 

x The problems of the 
A SI AN Third World press 
V ed «| are not those of the 

' ad Japanese press. It is 
i not troubled by of- 
ficial surveillance. 
EN No newspaper re- 

E: porter or editor 

> AN SE stands in danger of 

1 RESS being jailed, or dis- 

missed as a result of bureaucratic in- 
tervention. 

There are those who deny that Japan 
is a democracy — a complex word, con- 
veying a complex idea — but those who 
believe that the most important ele- 
ment in democracy is freedom must 
admit that Japan is one of the most 
democratic countries in the world. The 
right to dissent is as near absolute as in 
any country. The problem is whether 
or not it is exercised with ideal vigour. 
The problem of Japanese newspapers 
is that they are timid and backward 
compared with those of other demo- 
cratic societies. 

Five daily newspapers may claim to 
be national: Asahi (automatically 
listed first, for the Japanese tend to be 
unanimous as to what in any field is 
"No. 1," and in this field it is Asahi), 
Mainichi, Yomiuri, Sankei and Nihon 
Keizai, or Nikkei as most people call it. 
The last is a special case. It is a calm, 
undemonstrative economic journal 
which one does well to read, as a check 
on the others and as a way of maintain- 
ing a sense of proportion. 

Nikkei plays down what is 
of ephemeral interest and emphasises 
what is of lasting importance. Sankei 
attracts less attention and fewer read- 
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ers than Asahi, Mainichi or Yomiuri, 
They are what everyone means by "the 
big three," and they are probably what 
most people have in mind when they 
speak of Japanese journalism. 

Then there are large numbers of 
regional and local newspapers, some 
of them, such as Chübu Nihon of 
Nagoya, very large and, within their 
regions, more powerful than the big 
three put together; and there are news- 
papers specialising in sports, popular 
entertainment, and sex, which sell in 
huge numbers but need not be taken 
seriously. 

The big three are very much like one 
another, but there may be subtle dif- 
ferences in editorial policy. Surveys as 
to which parts of the newspapers are 
most widely read consistently put the 
editorial page near the bottom. It is the 
management of the news that matters, 
and here the newspapers are very 
much alike. Yomiuri, the only Tokyo 
native among the big three (the other 
two are from Osaka), is thought to be 
somewhat more "popular" than the 
others, more inclined than they to 
court the mass audience. It has a very 
successful baseball team, which it pro- 
motes untiringly, and so there is 
perhaps a little more gossip about 
baseball players and which popular 
singers they are courting or divorcing 
at the moment. In its treatment of seri- 
ous news it is scarcely distinguishable 
from the others. 

Because everyone thinks of Asahi as 
No. 1, there is one respect in which it 
probably is. Mainichi definitely im- 
itates it, and so to an extent does 
Yomiuri. If Mainichi or Yomiuri were 


one morning to go madly pro-Ameri- 
can, no one would pay much attention. 
If Asahi were, it would be a momentous 
happening. Some years ago a big 
magazine started printing sharp 
critiques of the press, mostly aimed at 
Asahi. Asked why, the very canny 
editor replied that attacks on Asahi 
were the ones that drew attention — 
and readers. 

Sameness is a thing about the Japan- 
ese press, and it speaks of wasted op- 
portunities. Japanese reporters tend to 
be very hard workers, and they know a 
great deal. But far from all that they 
know gets into the newspapers. Limi- 
tations of space are not an adequate 
explanation. The biggest story of re- 
cent years was the Lockheed scandal 
— with all its proliferations — which 
led to the resignation of then prime 
minister Kakuei Tanaka. The news- 
papers reported the original scandal in 
almost tiresome detail, with Byzantine 
diagrams and lists of “riddles.” They 
did a great deal of preaching, for they 
think of themselves as guardians of 
public morals, given a rather Confu- 
cian colouring. No newspaper, how- 
ever, pushed the matter to the level of 
good investigative reporting. 


hat was left to a monthly magazine, 

the same one that printed the criti- 
ques of the daily press. Its reports made 
public what all the good men of jour- 
nalism knew well enough but none 
spoke of, at least in print: that the 
prime minister's finances were of a 
magnitude and disreputability quite 
passing comparison. 

The scoop in Japan is rare and it usu- 
ally has to do with happenings on the 
periphery of the great world. The fa- 
mous (to some notorious) system of re- 
porters’ clubs must take a large part of 
the responsibility. Those who admire 
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met so for ar ob vious and 
reason. The closeness of the club 
. allits members to, let us say, the minis- 
- ter to the scrutiny, of whose affairs 
they are assigned, means that the re- 
porters know a great deal. Such ar- 
rangements, however, have an inhibit- 
- áng effect. It is not good form to put one 
_ over in the form of a scoop on the boys 
in the club, and the temptation to tell 
all is restrained by the fact that it 
would probably mean being expelled 
— from the club and replaced by a more 
. cooperative and well-behaved report- 
er. 

The reporter who sought to tell all 
probably would not make his editors 
happy either. The casual reader of the 
‘big newspapers may have the impres- 
sion that they spend all their time dis- 
senting. In a sense it is true. They are 
constantly carping at the government 
and at whoever is the incumbent in the 
rapid succession of prime ministers. In 
foreign affairs their management of 
the news reveals an affinity with the 
Japan Socialist Party and its dreams of 
unarmed neutrality. A strain of pan- 
Asianism takes us back to the days of 
the Greater East Asia Co-Prosperity 
Sphere, and there is a_ note of 
exclusionism as well which almost 
takes us back to the days of the sho- 

ns, 

That there is a considerable degree 
of autonomy does seem to be the case, 
but the more important explanation 
must lie elsewhere. It has to do with the 
newspapers as part of the establish- 
ment. 

As the Tanaka case demonstrates, a 
sense of limits, of decorum, has a pow- 
erful restraining effect. The carping at 
prime ministers cannot make the 
prime ministers very happy, but there 
are segments of the bureaucracy, 
perhaps more important than the 
prime minister, which it probably does 
please, and in foreign affairs the con- 
stant sniping at the American alliance 
probably pleases a large part of the 
bureaucracy and an occasional prime 
minister as well. 


a 





Tr newspapers have benefited 
hugely from playing the game, from 
keeping criticism within bounds. De- 
spite their huge circulations, of the 
three big newspapers only Yomiuri is a 
financial success. The banks could 
bring either of the other two down, and 
people at the top of the establishment 
could doubtless prevail upon the banks 
to do so. Why then is it not done? An 
obvious explanation, and a good one, is 
that the men at the top accept the re- 
straints of democracy. Only a little less 
obvious is that the newspapers accept 
restraints which are pleasing to the big 
men and would be unthinkable in 
Europe or the United States. They do 
not tell all. They limit themselves to 


platitudes and preaching and do not ` 


explore the significance of, for in- 
stance, the fact that Tanaka's influ- 
ence has actually increased since he 
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veal s ; about the workings of the 
system. which no one, including the 
lords of the press, wishes revealed. 

The Japanese seem on the whole 


_pleased with and proud of their news- 


papers. It is not merely ridiculous that 
they should be. The steady reader of 
any one of the big three is a reasonably 
well-informed person, as well-in- 
formed people go in this world. More 
than one foreign observer, having 
taken into account certain deficien- 
cies, has concluded his survey with the 
statement that we are none of us per- 
fect and that Japanese journalism 1s 
remarkable in that its best specimens 
are those with the largest circulation. 
The only press with which one can con- 
fidently compare it in this regard is the 
American. 

It is hard to deny that Japan as a na- 
tion knows more about the US than the 
US as a nation knows about Japan. It 
would be wrong to deny the press at 





least some of the credit for this state of 
affairs. Reporting on the US in the big 
Japanese newspapers is more exten- 
sive, whether it is better or not, than 
reporting on Japan in the best Ameri- 
can newspapers. 

But, except for China and North 
Korea, Asian nations do not do well in 
the Japanese press. South Korea is an 
especially painful case. It faces 
consistent unfriendliness when it is 
noticed at all, which is not often. The 
South Koreans could make the same 
charges against Japanese newspapers 
that the Japanese make against the 
American, and the Japanese could 
reply to them, as might the Americans 
to the Japanese, that the defendant is 
more important to the plaintiff than 
the plaintiff is to the defendant. 

The case of South Korea may be an 
especially painful one, but the case of 
China and Taiwan is the most interest- 
ing. Upon the normalisation of rela- 
tions with China, upwards of a decade 
ago, all Japanese reporters were with- 
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vere placed upon tr vel to 
Taiwan by journalists. When the more 
assertive US press demonstrated, how- 
ever, that it was possible to maintain 
contact with China and Taiwan, the 
policies of the Japanese newspapers 
were liberalised somewhat. A reporter 
may occasionally visit Taiwan now, 
but no Japanese reporters are perma- 
nently stationed there. 


Di China's Cultural Revolution, 
the Japanese had a virtual mono- 
poly on non-official news coming out of 
China. They were almost the only ones 
there and they had the advantage of a 
certain familiarity with written 
Chinese. What they sent out, however, 
was not much different from the offi- 
cial news. Japanese reporters were 
cautious, and if the Japanese reader 
was left with the impression that the 
whole of the Chinese nation was in the 
grip of a festival, he could not be 
charged with inattention. The fact of 
having reporters in China seemed more 
important to the newspapers than whe- 
therornotthey deignedtosend out news. 

The big newspapers are very big, 
with millions of subscribers — one 
hesitates to say readers — all over the 
land. How important are they, really? 
Quantitative measurement is not pos- 
sible. Several things do seem capable 
of isolation and definition, however. 
One is that Japan is as thoroughly 
saturated with TV as any country in 
the world, and the saturation must in- 
evitably mean that the Japanese do not 
read as they used to. Nor is TV the only 
force at work. A huge phenomenon 
known as "the rejection of the printed 
word" is unquestionably operative. 
One used to see young people on trains 
reading serious magazines. Now it is a 
rare young person who, if looking at a 
magazine at all, is not looking at a 
mindless magazine of cartoon strips. 

The presence of a thriving regional 
and provincial press also makes the 
circulation figures of the national 
dailies seem a little less awesome. 

As for the press in general, its con- 
tinual assault on prime ministers and 
the American alliance produces no re- 
sults at all. The sound and the fury 
seem to have not the smallest effect on 
elections. 

The Japanese press is fond of what 
might be called “the pivotal 'but'" as 
in the following two statements: "He 
beats his wife but he loves animals." 
“He loves animals but he beats his 
wife." Both statements record a merit 
and a demerit applicable to him. Yet 
the effect is very different. As used by 
the Japanese press it might be: "The 
Soviet Union still occupies the north- 
ern islands, but it shows restraint in 
other regards." "The United States 
shows restraint in other regards, but it 
still occupies the Yokosuka naval 
base." 

Japanese newspapers are not so bad, 
really, but... o 
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AUSTRALIAN HOTEL 


& CATERING EQUIPMENT. 


Australia makes first class, reliable hotel and catering equipment for use in every 
situation - from self-serve or take-away food outlet to the plushest of international 
hotels. Australia's products have proven competitive world-wide. They cover most 

requirements in food preparation and service, furniture, furnishings and fittings. You C 
name it, most likely Australia can supply it. Commercial and domestic cookers. 
Dishwashers. Glass-washing machines. Refrigeration. Cold Rooms. Icemakers. Mixers. 
Fryers. Food warmers. Urns. Drink dispensers. Tableware. Plates and trays. Self-service 
merchandisers. Contract furniture. Mattresses. Carpet. Curtains. Towels. Sheets. 
Blankets. Cleaning equipment. Bathroom and kitchen fittings. Find out how Australia 
can fulfil your requirements. 








Ask the expert who knows Australia. 


For details of suppliers phone or telex 
the Australian Trade Commissioner at: 


Bangkok, 286 0411, telex 82621. | 
Beijing, 52 2331, telex 22263. 
Hong Kong, (5) 22 7171-8, telex 73685. Ty 
Jakarta, 33 0824, telex 46 214. > 
Kuala Lumpur, 42 3122, telex MA 30260. 
Manila, 87 4961, telex PN 63542. 
New Delhi, 69 0336, telex 81312356. 
Osaka, (06) 271 7071, telex 522 5334. 
Seoul, 7206490-5, telex K23663. 
Singapore, 737 9311, telex RS 21238. 
Tokyo, 582 7231-9, telex 242 2885. 
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y Mike Tharp in Tokyo 


"AST AN In late March the 
jg T 


high-technology 
ML] battle between the 
| L United States and 
J | Japan over a con- 
à. troversial computer 
i h software bill was 


^. —] nearing a climax. 
nmi MA AE Japan's Ministry of 
| l RESS Internation] Trade 
and Industry (Miti), author of the legis- 
lation, had only a few days to the dead- 
_line for submitting its proposal to par- 
liament, to be voted during this ses- 
sion. 
. US negotiators had been meeting al- 
 imost daily with Miti staffers, trying to 
dissuade them from introducing the 
bill in its original form, to which they 
objected. Japanese newspapers carried 
E low-by-blow accounts of the dispute, 
most of them tilted in favour of Miti's 
| ition. 
. As time was running out, US Em- 
- bassy officials in Tokyo learned that 
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When he watched 
Japanese baseball 
«| games on TV, Mit- 


J ASIAN 
nm 


J j SEMI suo Mutai, former 
4 , ‘ MEE president of the 
n — — country's largest 

newspaper, Yomi- 


i —] uri Shimbun, used 
| > MSCS to get so nervous he 
i RESS would hurl teacups 
fo the floor. Although not à gambling 
. man, Mutai-san and his newspaper 
= were "betting" heavily on the game's 
outcome. Yomiuri owns the Tokyo 
= Giants baseball team, easily the most 
popular club in Japan. When the 
Giants win, joyous fans push Yomiuri's 
circulation up a few hundred more. 
But when they lose, Asahi Shimbun, 
Yomiuri's big rival, gains subscribers. 
— Circulation wars are a crucial part of 
. Japanese journalism. Many foreigners 
A regard the Japanese press as among the 
world's best in editorial content, espe- 

. cially the five huge national news- 
papers which dominate both circula- 

. tion and coverage. But like the press in 
other advanced democracies, news- 
papers are commercial concerns and 
quality of the news product can be as- 

- sured only if the bottom line is black. 
Two of Japan's big five now face finan- 
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Miti was holding a 6 p.m. briefing for 
Japanese reporters, members of the 
main kisha, or “press club” assigned to 
cover the ministry. Envisaging the 
next day's headlines, the Americans 
took a highly unusual step. They called 
the kantei, or leader, of the main Miti 
press group and invited the Japanese 
reporters to a briefing at the US Em- 
bassy — at 5 p.m. 

" At first they couldn't believe it," re- 
called one US official. “They then said 
they'd be there. Then we got a call from 
Miti asking us what the hell we were 
doing." 

After the dual briefings, front-page 
newspaper articles the next day car- 
ried reasonably fair presentations of 
both governments' stands on the issue. 

"They were side by side," said one 
American negotiator. "We didn’ t look 


like the bad guys anymore.” In the end 
Miti did not submit the proposed bill to 
parliament. 


Among other things, the episode 


e great giveaway 


ie from colour TVs to baseball tickets was offered 
the great circulation battle until the whistle blew 


cial problems, with Mainichi Shimbun, 
the third-largest, probably losing 
money. 

Looking at circulation figures alone, 
it is hard to imagine how any of Japan's 
major newspapers could be in trouble. 
As of January 1984, Yomiuri's daily 
circulation was 8.8 million, down from 
8.96 million a year earlier: Asahi 7.64 
million, down from 7.73 million: 
Mainichi 4.33 million, down from 4.49 
million: Nihon Keizai Shimbun 2.0 
million, up from 1.96 million, and San- 
kei Shimbun 1.97 million, down from 
2.16 million. 

Among the 106 newspaper com- 
panies that belong to the Publishers 
and Editors’ Association, circulation 
of morning and evening editions total- 
led nearly 48 million in a population of 
119 million. The saturation rate is 575 
per 1,000 people, or 1:3 newspapers in 
each Japanese household. (If morning 
and evening editions of one newspaper 
are counted separately, total circula- 
tion rises to around 68 million.) 

There are three main kinds of news- 
papers in Japan — national, bloc and 
provincial. National newspapers are 
the five major dailies, printed in two to 
six cities with the entire archipelago as 
their circulation base. Bloc news- 
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" but to a formal association of corres- 


pondents assigned to one beat. Sup- 
porters of the system claim it provides 
unparalleled access to government and 
other information sources. 

Armed with such access, Japanese 
newspapers are able to keep the public 
well informed on issues that affect 
their personal and national destinies. 
The kisha club system thus contributes 
directly to the press' role as a fourth 
pillar — with the bureaucracy, the po- 
litical parties, and big business — of 
Japanese democracy. 

But critics of the system say that 
kisha clubs restrict the people's right 
to know, often by merely reflecting the 
government's line. Reporters toady to 
their official sources and in the process 
exclude more independent-minded 
journalists who are not members of the 
press establishment, according to this 
view. News coverage becomes drearily 
uniform because of the non-competi- 
tive nature of the kisha club system it- 
self. Enterprising reporting — looking 
for scoops — is not encouraged. 

As with most issues, the reality of the 
kisha club system lies somewhere be- 
tween the two positions. And, as with 


papers, including Hokkaido Shimbun, 
Chunichi Shimbun and Nishi Nippon 
Shimbun, claim several prefectures or 
one large region as circulation areas. 
Most provincial newspapers circulate 
only within the prefecture — there are 
47 in Japan — where they are head- 
quartered. 

Home delivery accounts for by far 
the bulk of newspaper distribution, 
with 92% left at the doorstep or in 
mailboxes. Only 7.5% of circulation is 
purchased at newsstands and a mere 
0.5% sent through the postal system. 
Some 428,000 workers comprise the 
delivery force, 40% of them junior high 
school students, the rest adults (usu- 
ally women); they work through 23,000 
newsagents in Japan. Newspaper com- 
panies themselves employ 63,000 peo- 
ple. The current monthly subscription 
for home-delivered dailies is ¥2,600 
(US$11.66); at newsstands the price is 
¥70 for morning copies and ¥40 for af- 
ternoon editions. 


Ur 1983, major Japanese news- 
papers had enjoyed perennial circu- 
lation increases since 1945. Several fac- 
tors fed their growth. One was the bur- 
geoning economic prosperity reco- 
vered after World War II. Accompany- 
ing it were annual increases in educa- 
tion levels achieved by Japanese stu- 
dents: now Japan's literacy rate is vir- 
tually 100%. Commuting patterns, 
with hour-long trips to and from the 
workplace, helped fan demand for 
reading material. Until recently, the 
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the way the does its job i 
parts of the world. In usual Japanese 
fashion, the kisha clubs formalise cus- 
tom and practice that elsewhere would 
be left to the rough vagaries of the 
marketplace. 

The hauteur, chumminess with pres- 
idential advisers, pretensions, to 
exclusivity and reliance on official 
handouts of the White House press 
corps are the disorganised, informal 
equivalent of a Japanese kisha club, 
though it does not exercise the same 
measure of control over competitive- 
ness. Britain's “lobby” system, which 
allows a select group of reporters ac- 
cess to top government officials on an 
“unattributable” basis is an even 
closer parallel. 


t the beginning of the decade, some 
400 kisha clubs with 12,000 report- 
ers were organised in Japan, represent- 
ing about 165 news organisations. About 
70-80% of newspaper reporters are as- 
signed to kisha clubs which are formed 
around various institutional sources of 
news, including government ministries 
and agencies, economic associations 
and various political parties. 
According to Kazue Suzuki, who 
wrote a study of the system in 1982, 


population also grew annually. News- 
papers lured readers with various 
technological improvements, such as 
colour printing, more extensive use of 
photographs and quicker production, 
meaning more up-to-date news. 

However, as economic growth 
slowed and population gains 
stabilised, newspapers were forced to 
resort to their own catalysts to stimu- 
late readership. A decade ago, Yomiuri 
and Asahi were locked in a titanic bat- 
tle for first place in circulation, a slot 
traditionally held by Asahi and a 
status jealously desired by other news- 
papers in Japan's hierarchy-conscious 
society. Competition became more in- 
tense than ever, and Yomiuri began a 
series of sales tactics that led to an old- 
fashioned circulation war. 

First, Yomiuri door-to-door sales- 
men offered prospective subscribers 
kettles, pots and mattresses. Next 
came digital watches and, at the peak 
of the competition, Yomiuri salesmen 
provided colour TVs in some areas for 
new subscribers. For a one-month 
trial, some customers got Kodak In- 
stamatic cameras or a free six-month 
subscription to an affiliated sports 
paper. Regular subscription rates were 
also heavily discounted, 

In 1977-78 Yomiuri finally passed 
Asahi, and it was not coincidental that 
those were the same years Sadaharu 
Oh, the Giants' star player, surpassed 
American baseball star Babe Ruth's 
career record of 714 home runs and 
later Hank Aaron's record of 755. 
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1891-1939 period. On the & 
War II, the military government re- 
moved any semblance of autonomy 
held by the clubs and forced them to 
parrot the government's views. After 
the war, US Occupation authorities 
tried to democratise the press clubs 
and as newspapers flourished and be- 
came both influential and prosperous, 
the role of the clubs broadened. 
Government officials quickly dis- 
covered the kisha clubs were the most 
effective channels to disseminate an- 
nouncements, as well as to send up 
trial balloons. For their part, club 
members expanded their newsgather- 
ing by both cooperating with official 
sources and assuming an adversarial 
stance towards them. A major feature 
of the clubs that evolved was that re- 
porters became specialists, covering 
only a narrow aspect of Japan. In this 
sense, kisha club members do not dif- 
fer much from the Western defence cor- 
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Baseball fans were so enthusiastic that 
they propelled Yomiuri into first place 
in the circulation league tables. Many 
prospective readers also knew when 
they had a good deal and agreed to sub- 
scribe only if a salesman could procure 
tickets to Giants' games. 

Such tactics eventually caused 
Japan's Fair Trade Commission to try 
to put a halt to unfettered competition. 
In 1981, it began warning the news- 
papers to stop illegal sales practices 
and in 1982 called on them to police 
themselves. As a result, newspaper cir- 
culation last year fell below the previ- 
ous year's for the first time since the 
end of World War II. 

In 1982, the latest year for which full 
figures are available, about 70% of the 
Publishers and Editors' Association 
members suffered a fall in profits, with 
one estimate running as high as a 20% 
decrease in earnings. According to the 
association, main newspaper expendi- 
tures were broken down into newsprint 
costs 21.3%, other materials costs 
2.5%, personnel costs 36.9%, produc- 
tion costs 12.9%, business costs 14.7% 
and financing costs 1.6%. Advertising 
revenue has declined steadily since 
1980, and the trend is expected, at best, 
to level off. — MIKE THARP 
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Defenders of the kisha club system 
point out that one of its greatest virtues 
is its convenience. Reporters and offi- 
cials both benefit from the close prox- 
imity and access. Moreover, there are 
so many Japanese journalists that 
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some sort of screening process — ^ 


necessary simply so that the wheels of 


government and industry can revoi J 


around something besides press inter- 
views. In addition, some dubious pub. 
lications connected to quasi-religious 
or criminal associations also seek press 
interviews to solicit money. The kisha 
club system weeds out these undesira- 
bles. ) 
“Kisha clubs are a type of traffic 
coordinator,” said Yoshihisa Kohmori, 
a Mainichi Shimbun reporter who 
broke several scoops when in the US 


and Vietnam. “All kisha club members 


are treated equally, and if you are from. 


a responsible news organisation, you 


get just as much access to public offi- 
cials as anyone else." 


Koroi joinscriticsof thesystemwho 


assert it is unfair to non-members. 
Most magazine reporters, those from 
minor publications and foreign corres- 
pondents, are excluded from active 


participation in most kisha clubs. 


“This is a conflict of two cultures, two 


opposing systems, that finds us locked 


out without its purpose being to lock us 


out, but it works to that end," said 
Gebhard Hielscher, a German corres- 


pondent who has been in the forefront — 


of the effort to open kisha clubs to 
foreign journalists. "We want access 
comparable to that in any other major 
country." 

In recent years, foreigners have been 
allowed to attend briefings and press 
conferences previously open only to 
kisha club members at Miti, the 
Foreign Ministry, the cabinet, the 


Japan External Trade Organisation - 


and four major private economic 
groups. Access is sometimes restricted, 
but there has been noticeable progress 
in opening the doors. 


Perhaps ironically, the kisha clubs’ | 


exclusivity extends overseas. In the 


mid-1960s, a Japanese TV reporter 


wanted to join the Nippon Kisha Kai in 
Washington when he was assigned 
there. All the existing bureaux ap- 
proved his application, but the state- 
run NHK TV bureau opposed it. 
Only after heated discussion was the 
reporter allowed to join. Trade journal 
reporters and some others continue to 
be turned down in foreign cities, how- 
ever, which hurts their ability to cover 
the news, since Japanese embassies 
allow only authorised kisha club mem- 
bers to attend press conferences they 
host. 

The other major criticism of the sys- 
tem is that reporters protect their 
sources and censor themselves on what 
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is fit to print. The most. notori rious | 


examples that critics bring up are the 
1974 disclosures in a weekly 
magazine not by a member of kisha — 
about the tangled finances of then 
prime minister Kakuei Tanaka, and 
the unexpected death in 1980 of prime 
minister Masayoshi Ohira. In the first 
case, kisha club members were said to 
have known much of Tanaka's 
wheeler-dealer machinations but did 
not write about them, only to have 
them exposed by a freelancer, leading 
eventually to Tanaka’s resignation. 
Ohira entered a hospital during the 
parliamentary election campaign, and 
news stories gave little or no clue that 
he was seriously ill, though reporters 
who covered him knew it. He died dur- 
ing the campaign. 


"There are both implicit and explicit 
agreements reached by kisha club 
members.on news stories. The Tanaka 
case probably,is an example of the 
former. If a reporter «violates an 
explicit agreement, he may be barred 
from the club for a certain period. 
Despite the eriticisms, many of them 
valid, some not, the kisha club system 
seems certain to stay in place. It serves 
the public reasonably well in most 
cases, and the public does not object. 
There will probably be additional ac- 
cess granted to foreigners, but the 
kisha system will remain clubby. 
"Some people are beginning to 
realise the closed nature of the system 
inherently goes against the nature of 
journalism,” said Kohmori, “but it isa 
very comfortable arrangement." o 





The minor and the major 


Newspapers dominate the media, with magazines tending towards 
special interests only — but 30 million families watch TV 


Newspapers domi- 
nate the print in- 
dustry in Japan, 
but weekly and 
monthly magazines 
play an important 
rl T role. — General-in- 
> i TS rien om. cesi do 
4 not disclose their 
i RES‘ circulation figures, 
but their total monthly circulation is 
probably around 2 million, according 
to Japan Echo magazine. Bungei 
Shunju, the most popular monthly, has 
a circulation of 800,000, with others 
reaching 100,000 at most. 

According to Susumu Ohara, editor 
of Japan Economic Journal, business- 
oriented magazines in Japan have a 
total circulation of less than 600,000. 
As of December 1982, Weekly 
Diamond sold 54,000, Weekly Toyo 
Keizai 52,000, Nikkei Business 172,300 
and Monthly Financial Journal 15,400. 
Their total advertising amounts to 
about 12,000 pages a year, about ¥10 
billion (US$448.4 million), compared 
with more than ¥40 billion for the 
Nihon Keizai Shimbun daily alone. 

Nobuhiko Fujimoto, who conducted 
an extensive study of the magazine in- 
dustry in Japan, suggests there is a 
trend towards special-interest 
magazines and away from general 
ones. He also notes: “Magazine pub- 
lishing and distribution in Japan is 
largely conducted by people and enter- 
prises that basically enjoy oligopolistic 
control in their specific areas.” 

Distribution, for instance, is con- 
trolled by Tokyo Shuppan Hanbai Co., 
Nippon Shuppan Hanbai Co. and JNR 
Kiosks; advertising sales by Dentsu 
Inc., and printing by Dai Nippon 
Printing Co. Wholesalers generally 
control 68% of total magazine distri- 


bution in Japan, and there are only 
100-200 such wholesalers. 

Last year marked the 30th anniver- 
sary of TV programming in Japan. 
That medium is dominated by NHK, a 
public, non-profit corporation, As the 
BBC of Japan, NHK offers a wide vari- 
ety of commercial-free programmes 
and news. Some 30 million households 
subscribe to its service, paying a small 
monthly fee, out of 33 million house- 
holds in Japan. As its service nears sat- 
uration, NHK will face some financial 
squeeze that can be met only by raising 
fees. 

Five commercial stations also com- 
pete for the viewers’ time, each with 
a major interest held by a major 
newspaper company. Yomiuri holds 
shares in Nippon Television, Asahi in 
TV Asahi, Mainichi Shimbun in TBS, 
Sankei Shimbun in Fuji TV and Nihon 
Keizai Shimbun in TV Tokyo. Addi- 
tionally, there are independent ultra- 
high frequency stations unaffiliated 
with any of the major networks, broad- 
casting their own programmes over a 
limited number of hours each day. The 
newspaper companies have little voice 
in the daily operation of the commer- 
cial TV networks, but those affiliated 
with Sankei and Mainichi provide 
much-needed revenue to their print 
parents. 

NHK also dominates the radio air- 
waves, with 54 stations broadcasting 
its Radio One service and 51 stations 
using its FM services. As of August, 
1980, there were 53 companies operat- 
ing 199 stations for commercial broad- 
casting, including 48 ordinary broad- 
caster, one shortwave and four FM 
companies. NHK also operates Radio 
Japan, which is transmitted overseas 
to a score of countries in more than 20 
languages. — MIKE THARP 
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majority is not big. The suggestion 


Presidential powers 


The opposition worries that Mrs Gandhi may try to switch from the ` 
Westminster form of government to ensure that she retains power 


By Mohan Ram in New Delhi 


W ith barely seven months left in her 
current term of office, Prime 
Minister Indira Gandhi finds her Con- 
gress party's electoral fortunes 
dwindling. It has fared dismally in 
contests for 23 seats in 14 state legisla- 
tures covering two-thirds of the coun- 
try; it could win only nine of the con- 
tests, while the fragmented opposition 
counted a net gain of five seats. 

What should be most disconcerting 
to Mrs Gandhi is her party's sharp de- 
cline in the Hindi-speaking northern 
plains — a region vital to her calcula- 
tions at the next general election due 
later this year. The party’s perform- 
ance was particularly poor in Mrs 
Gandhi's home state, Uttar Pradesh, 
which has been the power base of every 
Indian prime minister except Morarji 
Desai, who served in 1977-80. It lost 
both the contests there — one of them 
to her rebel daughter-in-law, Maneka, 
and her fledgeling party, the Sanjay 
Manch. 

All this heightens the uncertainty 
about Mrs Gandhi's party winning the 
coming national election. And this un- 
certainty raises concern in some circles 
that to stave off a defeat, Mrs Gandhi 
might prolong the life of the present 
parliament and use her massive major- 
ity thereto usher in a presidential form 
of government. In the process she 
might be able to assure for herself 
another term — this time as president 
— even if her party fails to win the next 
election. She needs another term, some 
observers say, if only to gain the time 
necessary to groom her son Rajiv as 
India's next ruler. 

The opposition's fears of such a 
change in India's form of government 
are not new. After Mrs Gandhi pro- 
claimed a state of emergency in June 
1975 to thwart an opposition-led 
extra-constitutional effort to oust her, 
there was a move to replace the present 
Westminster-style government with a 
presidential system. The move was 
abandoned in the face of strong oppo- 
sition from various quarters, and Mrs 
Gandhi contented herself with a few 
constitutional amendments which 
strengthened her position as prime 
minister in the existing system. 

However, soon after her comeback at 
the 1980 general election — after three 
years in opposition — a trial balloon 
was launched at a lawyers’ conference 
to discuss the need for a change in the 
form of government. There was no fol- 
low-up, however, because her party — 
while commanding overwhelming 
strength in parliament's lower house 
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— did not have the requisite two- 
thirds majority in the upper house to 
push through any major constitutional 
amendment. 

But the issue has been resurrected in 
recent weeks. What makes the well- 
orchestrated campaign by her aides 
ominous to the opposition parties is 
the political context in which it was 
launched. The life of the present lower 
house — elected for five years — is run- 
ning out at a time when the Congress 
has been steadily losing its hold over it, 
which means Mrs Gandhi cannot be 
sure of another term for herself in the 
present system. 

The fear of a successful bid to change 
the system looms larger with the oppo- 


sition because Mrs Gandhi is now in a 
better position to effect it. Until early 
April, her party remained far short of 
the two-thirds majorty in the upper 
house needed to push through the 
change, but at the latest biennial elec- 
tions (a third of the upper house's 
members retire every two years) the 
Congress improved its representation 
significantly. Although it still needs 
some 10 more members for a two- 
thirds majority in the 244-member 
house, it can neutralise some of the 
smaller parties to pave the way for 
major constitutional changes. 

In the present system, the prime 
minister and her council of ministers 
are accountable to parliament and are 
therefore left exposed to the pressures 
resulting from shifting loyalties — 





is that Mrs Gandhi, despite her charis- 
matic hold over the masses, has been 


inhibited from dynamic action because  - 


she has to carry parliament along with 
her. 

The argument for a change is that a 
presidential system would ensure that 
theelected executive (a euphemism for 
Mrs Gandhi) held power for a specified 
period, insulated from the whims of 
parliament, whose political complex- 
ion might change between elections. 
Implied here is an admission that the 
party's supremacy has been eroded. 
Also implied is that no single party will 
be able to replace it, and political 


alignments will be changing fre- 


quently in the next parliament. 

If Mrs Gandhi is to change the sys- 
tem she must do it before the present 
lower house is dissolved. For even if 
she is returned to office at the end of 
the year, she may not command a two- 
thirds majority in the next house. So 
she would do well to extend the life of 
the present house (through an amend- 
ment to the constitution) on the plea 
that elections can 
await a fresh look at 
the whole system and 
any changes that 
might be needed in it. 
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enior members of 

the party think a 
few minor changes in 
the constitution would 
bring about a system 
which would make 
the president supreme. 
The present constitu- 
tion provides that the 
council of ministers, 
headed by the prime 
minister, should aid 
and advise the presi- 
dent, who is to act on 
such advice. The presi- 
dent is only a constitu- 
tional head of state, 
like the British 
monarch. Here a mere 
deletion of a few words 
would make the presi- 
dent supreme, the senior party mem- 
bers say, free from the obligation now 
in force to act on the advice of the 
prime minister. 

Another constitutional change 
would be required to free the council of 
ministers from its collective responsi- 
bility to parliament. By changing a few 
more words, it could be made responsi- 
ble to the president instead. 

It is not clear what kind of presiden- 
tial system the Congress party favours. 
At the moment it is engaged in study- 
ing three models — those of the United 
States, France and Tanzania. But there 
is little doubt that it wants the presi- 
dent to be directly elected, because the 
opposition could not put up a leader of 
national stature capable of challeng- 
ing Mrs Gandhi successfully. ü 
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Australia and New Zealand confirm that they will each 
maintain a military presence " Southeast Asia — for now 


By James Clad and V. G. Kulkárni 


Fo rather different reasons of style 
and substance, Australia and New 
Zealand have decided to keep units of 
their armed forces in Southeast Asia — 
Canberra “for the foreseeable future” 

and Wellington “for at least 10 years.” 

Since the new year, a succession of 
Australian politicians have visited the 
two Southeast Asian members of the 
Five Power Defence Arrangement — a 
1971 security agreement among Aus- 
tralia, New Zealand, Britain, Malaysia 
and Singapore that binds the parties to 
“consult” with each other if a threat to 
Kuala Lumpur or _ Singapore 
materialises. 

The latest visitor was Australian De- 
fence Minister Gordon Scholes whose 
visit to Kuala Lumpur and Singapore 
earlier this year gave an extra dimen- 
sion to Australian Foreign Minister 
Bill Hayden's promotion of a more au- 
tonomous Indian Ocean surveillance 
policy for Australia. Canberra's deci- 
sion to retain Royal Australian Air 
Force (RAAF) units at the Butterworth 
base in Malaysia until 1988 was com- 
municated to Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad on 
8 March, just three weeks after Austra- 
lian Prime Minister Bob Hawke visited 
Kuala Lumpur. 

During that trip, Mahathir impress- 
ed on Hawke the need to keep a pre- 
sence at the base, for which Malaysia 
will assume full operational and finan- 
cial control at the end of 1985. Scholes 
came simply to convey orally to 
Mahathir and to Deputy Prime Minis- 
ter Datuk Musa Hitam, Foreign Minis- 
ter Tan Sri Ghazali Shafie and Deputy 
Defence Minister Abu Bakar what had 
already been decided in Canberra. 

The Australian letter in early March 
offered "continuing presence of a re- 
ducing number of existing aircraft 
[Mirage fighters] supplemented by 
Fllls and Mirages from Australia” 
whenever needed for Integrated Air 
Defence System (IADS) exercises. 
These will be available up to the end of 
1988. It is understood that "reducing" 
numbers of aircraft was explained by 
Scholes to Mahathir as meaning that 
no more than eight Mirages will be 
pulled out before 1988. 

Sources in the Malaysian Govern- 
ment confirm that Canberra's letter 
also promised *a continued Australian 
fighter presence to the IADS" up to 
mid-1988, and thereafter a series of 
"rotating deployments" for a mini- 
mum of 16 weeks a year. The aircraft 
for this purpose will be new FA18s and 
the older F111/swing-wing bombers. 


The Australians have also promised 
that "significant ground-support in- 
stallations" will be made available for 
the RAAF aircraft that will rotate 
through Butterworth after 1988 and 
said they will retain a small Australian 
army company of about 60 men at But- 
terworth. At present, men of this unit 
perform base guard duties and partici- 
pate in exercises with Malaysian army 
units. Despite a press statement that 
Mahathir was merely "satisfied" with 
the deal, itis understood the Malaysian 
leader is well pleased with the out- 
come. 

Although the Australian military 
presence in Malaysia has never been a 


domestic political issue of much mo- 
ment, the Malaysians have normally 
been reticent about it. To some extent 
this results from Malaysia’s non- 
aligned status, but the attitude is not 
similar to Singapore's “you-are-wel- 


come-to-stay-or-leave" view of the 
New Zealand army battalion there. 


privately, however, both countries’ 
services see much benefit from a 
lingering Australian presence. “While 
[the Australian aircraft] do not do a 
great deal to enhance our overall de- 
fence preparedness,” one Kuala Lum- 
pur source said, “nonetheless they ena- 
ble us to look away from the Malacca 
Strait to the South China Sea.” Last 
September, a small force of Malaysian 


land in E the 


in the area. 
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During Scholes' visit, the Austra- 
lians heard increased expressions of 
gratitude for the surveillance work of 
the two RAAF Orion aircraft, “Make 
no mistake,” a senior Malaysian source 
told the REVIEW, “our eyes are now 
fixed on the waters dividing East and 
West Malaysia.” 

Scholes also heard Malaysian mili- 
tary leaders warn about the immediate 
security dangers posed by Vietnam “to 
the region,” warnings more emphatic 
than those offered last year. 

While most attention has gone to the 
Australian role at Butterworth, the 
Malaysians and Singaporeans have 
also been getting steadying messages 
from New Zealand — now the last 
foreign country with ground forces 
permanently stationed in Southeast 
Asia given that the Australian com- 
pany at Butterworth works on a three- 
month rotational system. 

In an interview with the REVIEW, 
New Zealand Defence Minister David 
Thomson said New Zealand's “under- 
strength" battalion of approximately 
630 men at Singapore's Dieppe bar- 
racks will stay "at least another 10 
years," a decision consistent with a 
government defence white paper re- 
leased last year (REVIEW, 29 Dec. '83). 

"It is not timely to bring the force 
home," the paper said, a conclusion 
that sources say followed rather than 
preceded Prime Minister Sir Robert 
Muldoon's hardening resolve to keep 
the foreign exchange-draining force in 
Singapore. 

"An important part of the battal- 
ion's job," said Thomson, “is to turn 
pampered New Zealand city youth into 
jungle hunters." Apart from the force's 
training function, Thomson said both 
Malaysia and Singapore saw the bat- 
talion contributing to the region's sta- 
bility. 

Some sources suggest the Singapo- 
reans (and at one remove the Malay- 
sians as well) see the New Zealanders 
and Australians performing a type of 
"indirect tripwire" service: in this 
view, Canberra and Wellington, linked 
to the United States by the 1951 Anzus 
mutual security treaty, help, however 
modestly, to keep US security atten- 
tion focused on the region and they 
might conceivably make US interven- 
tion a trifle easier if a crisis occurs. 
While Australia, under a Labor gov- 
ernment, might not appreciate this 
role, it is one which Thomson (known 
for his bleak view of communist inten- 
tions) readily welcomes. 

Kuala Lumpur has fuither reason to 
want the Australians to stay. It is 
understood that the Thais have lobbied 
vigorously for the RAAF unit to stay at 
Butterworth, making it plain that 
Bangkok also sees its security benefit- 
ing from the small Australian presence 
there. 
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HIGH AND MIGHT 


I———— ——À — — — EM IHE AIR FRANCE FLEET. 

AIR FRANCE HAS THE FINEST 
AND MOST ADVANCED 
AIRCRAFT IN THE WORLD: 
THE SPACIOUS B 747, THE 
SUPERFAST CONCORDE, THE 
INNOVATIVE AIRBUS, THE 
EFFICIENT B 737 AND B 727. 
ALL PLANES OFFER A PERFECT 
MIX OF HIGH TECHNOLOGY 
AND COMFORT. 

THE HIGH AND MIGHTY 

AIR FRANCE FLEET: ANOTHER 
EXAMPLE OF THE HIGH 
STANDARDS YOU FIND 
WHEN YOU FLY AIR FRANCE. 
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For centuries man has struggled to master his environment. 
And no feature of it has been so dramatically conquered as distance. 
Man's main weapon in the conquest of the space between his neigh- 
bour and himself has been the telephone. 


Today, it carries our voices instantaneously and effortlessly to 
the ends of the earth. 


For most people, itis hard to imagine life without the telephone. 
Yet for many, in remote parts of developing lands, the arrival of the 
telephone brings a new sense of family unity, security, of opportunity 
and a new sense of belonging. 


Few organisations have doneas much to bring communications 
to the world as Ericsson. 


Today, Ericsson supply the world’s most successful public tele- 
communications system. The Ericsson AXE system, first intro- 
duced in 1977, has been adopted by 70 telephone administrations in 
49 countries including Korea, Hong Kong, China, Thailand, 
Malaysia, Indonesia and Australia. Eight million subscriber lines are 
already installed or are on order. 


Yet Ericsson supply much more than telephones. We also 
manufacture and supply PABX systems, computers, radio tele- 
phones, VHF radio, telemetry, alarms, as well as satellite equipment 
and communications for defense. 


Many of these systems can be integrated into a single inter- 
active Communications system. 

These inter-active systems are the keys to the global exchange of 
information and services which will enable people to access data 
banks, and business or government services anywhere in the world. 

These are the opportunities that progress 
presents with Ericsson. Fx 


INTER-ACTION Gub 
AT COMMUNICASIA 84 


Visit Ericsson's Inter-Action stand at Communicasia '84 in Singapore, 
May 23 to May 26. For your exhibition information pack write to the address 
below or contact your nearest Ericsson office. 


ERICSSON 


Telefonaktiebolaget LM Ericsson S-126 25 Stockholm Sweden. 
Offices in: Australia Hong Kong Jakarta Seoul Malaysia New Zealand Manila Singapore Taiwan Thailand. 














f about US$4.4 b llion-w 
osda. and services procure ge = 
the bank's OCR [ordinary capital re- 
sources} loans to date, only 11% has 
been procured from developing mem- 
bers of which [South] Korea’s share is 
half.” He added: “The statistics thus 
lead us to the conclusion that our 
bank is simply a multilateral export 
bank for its developed-member 
countries.” 

Fujioka was asked to comment on 
this at the meeting's final press con- 
ference, but he did not answer the 
criticism directly. He claimed there 
was a “commendable trend” among 
some developing countries to in- 
crease their share of procurement. 
"That is very good. That is the pur- 
pose of our development efforts," he 
said. 


EXTERNAL TRADE AND HESERVES 


Exports 

Imports 

Foreign exchange 
reserves (less gold) 


*US$ million at prevailing exclfange rate. 
Source: Ministry of Planning and Finance. 


trade. Promoting exports depends on 
extending production of export goods, 
rising quality and making brisk sales 
in foreign markets.” 

Authorities have yet to follow up 
these words with action. According to 
one Asian diplomat, the only commod- 
ity that has received government at- 
tention is rice. Trade Minister Khin 
Maung Gyi visited Malaysia and 
Singapore earlier this year and man- 
aged to sell a small amount. 

Given a reticent bureaucracy which 
is not tuned for high-level perform- 
ance, the export promotion drive ap- 
pears ambitious. This has given rise to 
scepticism in many private quarters 
over the targeted 24.5% rise in exports 
during the current fiscal year. Much 
will depend on whether international 
rice prices pick up this year as pre- 
dicted by some leading Bangkok rice 
exporters (REVIEW, 12 Apr.). 


0: the back of a larger-than-expect- 
ed budget surplus arising from 
higher tax collection, and projected 
exports growth, the government has 
provided for a 9.4% increase in im- 
ports this year. But some analysts do 
not rule out the possibility that the 
government may have to trim imports 
for the second year in a row if exports 
do not perform as well as expected. 
The impressive growth in the ag- 
ricultural sector since the mid-1970s 


can be repeated in the future only with | 


expensive inputs such as more) fer- 
tiliser and irrigation schemes.— some- 


. thing the government can ill-afford. 
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billion had flowed to Japan com- 
pared with less than USSI billion to 
the United States reflected the great- 
er competitiveness of the Japanese 
economy or a domination of the ADB 
by Japan. The bank's president re- 
plied: “We are conducting business 
on the basis of international competi- 
tive bidding.” 

Fujioka said that. 15 years ago 
Japan did have a high share of pro- 
curement because at that time the Ja- 
panese market was cheap and attrac- 
tive, with an exchange rate of 
¥360:US$1. But since then, presum- 
ably because of a strengthening yen, 
Japan's share had been decrea- 
sing "quite torino ^f 

— RODNEY TASKER 


given its present fi- 
nancial standing. In 
the final analysis, 
the government 
may have little 
choice but to settle 
for slower growth 
over the next three 
to five years. 

Because actual 
imports were even 
lower than the orig- 
inal projection, and receipts from non- 
trade revenue (such as remittances 
from the estimated 3,000 seamen 
working abroad and income from 
tourism) were higher than forecast, the 
government was able to report a much 
improved balance of payments in 1983. 
The  balance-of-payments position 
swung around from a Kyat 218 million 
surplus in 1980-81 to deficits of Kyat 
308 million and Kyat 963 million re- 
spectively in the following two years. 
Provisional figures show the deficit 
was considerably reduced in 1983- 
84. 

Burma is an immensely rich country 
with plentiful natural resources such 
as potentially large petroleum re- 
serves, abundant hydro-power, fores- 
try, minerals and fisheries. But, ruled 
by a unique socialist regime since 1962 
that is extremely thrifty in the exploit- 
ation of these resources and has a 
deep-rooted distrust of Western influ- 
ence, development has been slow and 
patehy. Although the country's 37.9 
million population is relatively well- 
fed and enjoys other basic daily re- 
quirements such as clothing and hous- 
ing, its US$181 per capita income (in 
1982) effectively put Burma among the 
poorest countries in the world. 

As the country becomes affected by 
unfavourable external .- conditions, 
there is growing speculation that the 
regime might be forced to "open up" 
and invite foreign investment, which 
at present is virtually non-existent, So 
far, such speculation has p 
gros o 
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on the farm — 
Grain output can 


be boosted only by 
intensive techniques J— 


W ith the much- heralded and hig ghly 
successful high-yield variet, y 
(HYV) programme | tapering 0 tt, 
Burma's rice production appears to 
have reached a plateau. Since most oi 
the country's good rice lands in the Ir 
rawaddy delta and central region hav 
already been covered by the progré n 
me, any further expansion would in 
evitably require expensive inputs s cl 
as fertiliser and irrigation. Given the 
depressed world prices of rice over the 
past two years, which have rendered 
new investment uneconomical at this 
stage, no substantial produc ^ 
growth is likely in the foreseeable fi 
ture. * 

But the medium- and long-term out- 
look for Burma's agricultural sector 
which accounts for nearly 30% of g 
domestic product — still — r 
promising. Since the bulk of the sti 
mated 14 million tonnes paddy outpu 
for 1983-84 is produced from only on 
cropping, it is possible for Burma to in 
troduce double-cropping, particula * 
in irrigated areas (which cover abe 
10% of cultivated land). 

The HYV programme can be ex 
panded to cover more acreage if & 
when world prices recover to a le 
that justifies extra farm inputs. But fo 
the time being, the government is con: 
centrating on improving quality rat he ’ 
than raising quantity. Inform 
sources told the REVIEW that B neal 
officials have given top priority to a n 
integrated system of modern grain- 
storage facilities and rice mills now 
being built at 20 locations in the main 
rice-producing delta areas and cent ra |] 
region. 

Under this project, a Bangkok-bas 
West German-Thai company, 
Jucker, has been contracted, since 
March 1983, to build and equip the 
warehouses, each with a 5, — ne 
storage capacity, at a total cost « 
US$8.2 million, funded by the Inte 
tional Development Association — the 
World Bank's concessional loans a 
In addition, 20 medium-size rice m ils 
will be built, each with a six-tonne per 
hour milling capacity. 5 

Eight of the rice, mills — costing 
about US$1 million each and funde A 
by Japan's Overseas Eeonomic Coope- 
ration Fund — have already been com- 
pleted. Construction of the other 12 
under separate, financing from the 
Asian Development Bank — is no 1 
under way. A few of the integrate 
units will be operational by the end of 9 
this year and the whole project is sche- 
duled to be completed .by mid-1985. 
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cently completed medium-size modei 
rice mill in the suburbs of Rangoon 
built with Chinese assistance. 
Although the combined 100,000- 
onne storage capacity may be very 
small compared to the country's total 
paddy output, a second-phase con- 
struction of similar facilities is in the 
pipeline. 

— Rice traditionally has been the most 
mportant foreign-exchange earner — 
constituting more than 40% of total 
exports in recent years. But due to poor 
storage, handling and milling, the Bur- 
mese grain is mostly broken and of 
poor quality. “In a normal warehouse, 
the white grain would turn yellow in 
six months, which means a lower price. 
But the new facility can keep the grain 
for at least one year and still maintain- 
ng the same quality. Without these 
facilities, there will be a lot of lost op- 
)ortunity," commented one source 
who is involved in the project. Al- 
though the government has not clearly 
spelled it out, the broad aim of these 
facilities is apparently export- 
oriented. 
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The success of Burma's green revolu- 
W tion under the HYV programme has 
been spectacular. Since the program- 
me was first introduced in the mid- 
1970s, rice production has increased 
about 70%. But owing to declining 
wo ld prices — coupled with the fact 
that most of the fertile lands with easy 
road access and irrigation have al- 
ready been covered — there has been 
no further expansion since 1982-83. 
So me 82 townships out of the country's 
total of 314 have since been included in 
the HYV and they generate à combined 
45% of total rice production. 

"The government has been concen- 
trating on the 82 townships to further 
increase production in an apparent at- 
tempt to meet domestic demand while 
at the same time releasing better-qual- 
ity stocks for export. But the pace of 
growth has slowed. Paddy production 
during the 1983-84 season is estimated 
to be about 300-400,000 tonnes more 
than in the previous season. From 
nearly 600,000 tonnes exported annu- 
lly in 1981 and 1982, Burma boosted 
exports to 800,000 tonnes in 1983 anda 
similar level is likely to be maintained 
this year. / 

. Informed sources told the REVIEW 
that there has been demand from other 
townships to be included in the HYV 
programme but the government has 
decided to put on a brake — at least 
temporarily. 

"Since any expansion is going to in- 
volve costly investment in terms of 
road access, fertiliser application and 
other inputs, the government will go 
ahead with the expansion only if it 
is certain to secure enough overseas 
markets and sell at the right prices," 
 . commented a United Nations official 

. basedin Rangoon. 
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Inefficiencies in the formal system are a major 
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trigger for Burma's underground commerce 


T recent spate of fighting between 
Burmese army forces and Karen re- 
bels in Burma's hilly eastern Karen 
state near the Thai border has caused 
prices on the Rangoon black market — 
particularly those. of consumer goods 
traditionally smuggled in bulk from 
Thailand — to rise 15-20%. The in- 
creases, apparently stemming from 
difficulties faced by smugglers as a re- 
sult of the conflict, came on top of a ris- 
ing trend in overall price levels on the 
black market. 

Owing to a severe shortage of domes- 
tic production, the Burmese, in the re- 
cent past, have relied heavily on a 
broad range of essential consumer 
goods and luxury items smuggled from 


‘SMUGGLERS’ WAY 


neighbouring countries. All kinds of 
consumer goods enter the eastern 
Karen state and northeastern Shan 
state from Thailand — ranging from 
general clothing materials and fake 
Lacoste T-shirts to fake medicine, rub- 
ber sandals and nail polish. 

The most important smuggling route 
on the Thai-Burmese border has al- 
ways been frem the northern Thai bor- 
der-district town of Mae Sot to the 
major Karen trading post at Wangkha. 
But since eafly this year, the Burmese 
army has launched a large-scale mili- 
tary offensi agains ist th Kare rebels 
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turn to other, previously minor routes 
further in the north and south. Sources 
involved in the black market opera- 
tions in Rangoon told the REVIEW that 
some of the smuggled Thai goods — 
such as wristwatches and certain types 
of textiles products — are brought 
overland through Burma to places as 
distant as India and Bangladesh. 

In the south, sound equipment and 
electrical appliances are smuggled in 
bulk from Penang and Singapore to the 
southernmost port of Kawthaung (for- 
merly known as Victoria Point), from 
where the contraband travels north- 
ward to Moulmein and then Rangoon. 
Electrical appliances dominate the 
southern smuggling route; there are 
also some textiles from Malaysia. 
On the northern border, with 
China, towels, corrugated sheets, 
ceramics and medicine are smug- 
gled into Kachin state and travel 
southward to Mandalay and 
Rangoon. Bicycles, textiles and 
medicine are also smuggled from 
India. 

The volume of goods smuggled 
from the various frontiers is dif- 
ficult to gauge, but a Western 
diplomatic source estimated the 
total value at around US$200 
million a year — two-thirds of 
which is estimated to have come 
from Thailand. The figure, if cor- 
rect, would represent more than 
a quarter of Burma's US$716 
million worth of official imports 
in 1983. The smuggled goods re- 
present one aspect of Burma's 
apparently flourishing under- 
ground economy, despite the 
government's professed socialist 
policy which, among other 
things, calls for the provision of 
locally produced basic essential 
commodities at X controlled 
prices. 


B: because of inadequate 
production, many products 
are in short supply or simply un- 
available at state-run stores. It is 
now common practice for military of- 
ficers, government officials and the 
privileged, who are able to obtain po- 
pular goods at government-controlled 
prices, to resell them at handsome pro- 
fits on the black market. Farmers and a 
growing number of small-time private 
manufacturers, who sell their excess 
production through the unofficial 
channels, also contribute to the 
shadow economy. 

In the final analysis, the Burmese in 


‘Rangoon or other large towns can ob- 


tain virtually anything — from a small 
pin to a Japanese vi tte record- 
er — from the black market, provi ed | 
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In international banking 
and personal financial 
services, our name 
makes a difference. 


he difference lies, first, in the scope of 
services American Express Bank offers 
unmatched by any international bank 

There's a difference, too, in the exper 
tise with which each service is provided, 
and in the caliber of our service as well 
swift, confidential and highly personal 

American Express Bank combines the 
expertise and resources of two respected 
international banks— American Express 
International Banking Corporation and the 
Trade Development Banks. Our $13 billion 
in assets and 85 offices in 39 countries pro 
vide an unparalleled depth of experience, 
resources and security 

We offer you the finest in private 
banking and personal services, including 
international Gold Card® privileges and 
travel services...a wide range of asset 
management services. .. trust and custody 
services. ..and something more: a link to the 
worldwide financial network of American 
Express Company. 

Through this financial network, vou 
have access to trading in U.S. equity 
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offers vou more ways to protect, manage 
and increase your assets. 

American Express Bank. For the intei 
national banking client, our name makes a 
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“Melbourne and Sydney 
now share a certain style. 
A Regent.” 





RMSOOSCL 


Sydney and Melbourne have never 
seemed so close. 

For now, each city boasts a Regent. 
And each of these hotels reflects a 
style and elegance only found in 
the other, 

The Regent of Melbourne and 
The Regent of Sydney. Hotels for 
the international traveller accus- 
tomed to, and finding once again, 
perfection. 


the 


MELBOURNE ZU 
A REGENT ® INTERNATIONAL HOTEL 
ALBUQUERQUE. AUCKLAND. CHICAGO. Fiji 


HONG KONG. KUALA LUMPUR. MANILA. MELBOURNI 
NEW YORK. PUERTO RICO. SYDNEY. WASHINGTON D4 


SYDNEY 238-0000, TELEX 73023; MELBOURNE 630321, TELEX 37724; HONG KONG 3-663361; 
SINGAPORE 7373555; TOKYO 03-211-4541 OR SEE YOUR TRAVEL AGENT. 






















their 
Japan in huge novels of pseudo-his- 
torical romance, it was only right that 
Korea should have its turn. Ken 
Kaliher writes from Seoul that the 
publication of a “swashbuckling his- 
torical” novel titled The Yobo and set 
in Korea would seem to warrant com- 
ment on its own account, given the 
connotation that Korean word has in 
many foreign minds. (For Koreans, it 
has always been an intimate form of 
address between husband and wife, 
but American GIs have long used 


it to refer to a steady, often live-in, 


but essentially temporary Korean 
girlfriend.) 

The flyer from the Korean pub- 
lisher, Hollym International Corp., 
however, shows that the book has 
also won some rather noteworthy 
early accolades. It proudly attributes 
the prominently placed plaudit, “A 
sprawling Saga of Asia. !" to 
Pacific Stars and Stripes staffer Jim 
Lea. Meanwhile, in clear view less 
than an inch away, in the photo of the 
book’s cover, is a comment credited 
to Hal Drake, also of Stars and 


— to wit: “A Sprawling Saga of 
Asta. . 


^ YOBO | 
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| by Whalen M, — 
"A SPRAWLING SAGA OF ASIA. . P 
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With such remarkable staff har- 
mony regarding tastes in writing, 
Stars and Stripes must indeed be 
quite a pleasant place to work! 

e THEtax collector never sleeps, pa- 
tiently tracking down evaders and | 
avoiders, sifting theevidence for pay- 
ments made that might not bereport- 


ed. Recently the Hongkong Philhar-, 


monic Society received a letter from 
the Inland Revenue Department 
which read: 

Dear Sir, 

I understand that the above-named 


person/s has/have been or will be 
paid by or through you in respect of 


worst with both: China. — 
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performances in Hongkong. My letter | 


of 23 December 1975 sets out the pro- 
cedures you should follow in dealing 
with payments to non-resident enter- 
tainers. . . If I do not receive the above 


forms duly completed within the time 





make up his mind whether New Zea- 





further notice, " 
Yours faithfully, 
Yeung Kwai Cheong. 


While one must admire Yeung's P 
praise. 
either his prese style or his musical Y 
knowledge. For the names of the peo- | P 
ple Yeung suggested might have be-. 
nefited from recent performances. 3 


perseverence, one cannot. 


began: 







Ta Camille Saint-Saens 
2. Giovanni Bottesini 
EJ J. S. Bach 


“Tell me,” ' said the gushing jid to 

W. S. Gilbert, *is dear Bach still com- 
posing?" "No, madam,” said Gilbert, 
“he is decomposing. " That should go 
as a memo to Hongkong's Inland Re- 
venue ' 
e THE editor of Hongkong's South 
China Morning Post, Robin Hut- 
cheon, recently wrote a three-part 


series on New Zealand, after visiting | 
that country às a guest of its govern- 


ment. If this was meant to be an 
orientation visit, 


íhat New Zealand "is conscious of its 
geographical isolation. San Fran- 
cisco is 10,000 kms to the northwest... 
Its biggest and closest neighbour is 
Australia, 1,600 kms to the east." Tt 
would seem that the writer could not 


land was in the Indian or Atlantic 
Mun 
® THE fad for Cabbage Patch dolls 


which swept the US nicely timed for - 


the pre-Christmas trade last year ap- 
pears to have faded. The gimmick 
was that the dolls had to be 
"adopted" by their owners and came 
equipped with their own documents 
giving names, dates of birth and so 
on. 
Now a Hongkong version is being 
marketed with exquisite insensitiv- 
ity. The Rice Paddy Babies come 
equipped with Chinese costume and a 
| Hongkong British passport, express- 
ing their desire to emigrate. 


TOM 


hat habsies sate speak inezi Enpi 


niade Rice Paddy C 
Babies are' bent on VLA 


gening out of this town. 1 
to Sturt a nes dite. but 
of course, sponso 
are laud 
















Rice Paddy Babies 
These chubby, 
individually hand 






















Passport and | 
Travel Documenta 
are in order — 
Yas each baby hos pis or - 
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| “Jorun. Gweilo!” 
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evidently Wel-. 
lington. failed, for Hutcheon wrote 
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du | Taiwan newspaper China News last. 
year showed a group of handicapped. 


| Babies are 
| town to start a new life . 

^| course, sponsors are required . . 

| each baby has his or her own Hong 

| kong passport. All international air- 

| lines guarantee free travel if accom 


| HK$199.70 (US$25) each, bad taste 
comes expensive. | 


policy of allowing a measure of pri- 
vate enterprise has gone further than 


: "These chub yi 
and-made Rice 
nt on getting out oft 
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TALKING about bad taste — 
ough of the accidental, not deliber- 
variety — a photograph in the: 
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Japanese on a global tour. Unfortu: 
nately the caption read: “Fourteer 
disabled Japanese tourists, all on. 
wheelchairs, arrived in Taipei yester: 
day on the first leg of their round 
the-world trip.” | 
€ RECENTLY (this column, 3 May) r 
mentioned how we came to revers 
the aerial photograph of Jakarta on 
the cover of our 29 March issue. W 
have not yet, to the best of my mem 
ory, gone as far as an advertisemen 
in the China News of 20 pne 
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e DOWN in Fast Malaysia, the Sabah 
Times on 11 April reported the borde 
clashes between China and Vietriam 
from which it appeared that Peking : 










anyone thought, with elements of 
that bastion of ideological purity, 
the People's Liberation Army, ope- 
poH on a profit- -making basis. It 
rena i 


c hinese firm 
kills 43 Viets 


PEKING, Tues: - A aingi Chinese company har killed 43 Vietaamese troop Sitios Chisa 
lounched & asw neries af. stack ad the botder with —— in dari age, the Peapie’s F 



































The story below reported Peking's 
claim that “a single Chinese com- 
pany has killed 43 Vietnamese. 
troops" in the border clashes. Unfor- 













oor sub-editor had not 
1 company is not. 





tunately a- 
realised t 
necessarily 
















oone who lived i in India at tthe time | 
can possibly forget thé hot and 
afternoon of 27 May 1964 — 20 
ago last week — when death 
ame to Jawaharlal: Nehru, the great- 
:t of all Indians after Mahatma Gan- 
dhi and free India's first prime minis- 
ter during 17 long, uninterrupted A. | 
formative years. i 
A tidal wave of shock and sorrow 
swept the country. For nearly half a. 
century Nehru had been the darling of 
e masses and his death caused an un- 
recedented upsurge of mass emotion. 
lut behind this there lurked forebod- 
‘It stemmed from the melancholy - 
act that at the time of his death Nehru 
$ a broken man, a shrunken shell of 
| former regal. selt. The short, sharp 
inese invasion of 1962 had shattered 
th him and the morale of the nation 
had led, loved and was loved by. His 
S work lay in ruins on the bleak, 
iodied Himalayan heights. . 
Panditji, as Nehru was affection- 
ly called by his countrymen, wasthe 
st to admit that he had been living in 
make-believe world." But this could 
it the onslaught on him, led, 
nica y, by President. Radha- 
shnan, by then a soured friend, who 
ed him. of “credulity and negli- 
.” Nehru's stock fell even with 
who had unashamedly hero- 
shipped him. In a sense, the post- 
'ehru era had begun a good 18 months 
efore his death. It was a tragic 
ght period during which the feel- 
grew that a posthumous reapprai- 
might leave Nehru's image tar- 
shed and his stature diminished. 
But' precisely the reverse has hap- 
ned. Far from diminishing, Nehru's 
ding with his people has risen. 
ro. decades after his death, he ap- 
1s an even more towering figure 
| in his lifetime. This is partly be- 
his record shines in comparison 
with that of his successors, including | 
is daughter, Indira Gandhi, and 
yartly because the intervening period | 
as lent perspective to his achieve- 
ments as well as failures. Whati is more, | 
nlike most of his great contem- 
poraries, Nehru remains both relevant 
and respected. Onehasonly to mention 
Stalin, Mao, Sukarno,  Nasser, 
Nkrumah. and. Khruschev.to under- 
score the point. Even Churchill and de 
Gaulle have faded into history. | 
- Of course, in this respect, as in ‘most 
others, Nehru is excelled by his mentor 
and master, Gandhi. But, in the colour- 
ul pageant of modern Indian history, . 

















































































































behind the Mahatma and way ahead of |- 
everyone else. It is not that. attempts d 
have not been. made to de : te Neh1 






















































Nehru marches on, just one. short step E 





or, ra thatmatter, to deity hint: They 
most certainly have been. In fact both 
exercises date back to his own lifetime, 

"her ld personality cult: around 
him did not prevent a colleague, S. K. 
Patil, an exuberant Tammany Hall- 
style politician, from describing Nehru 
as “the great banyan tree under which 







thousands take shelter but nothing 
| grows." Indeed, Patil and a host of 


other habitual Nehru-baiters flourish- 
ed withintheruling party under Nehru. 
Nehru has been repeatedly attacked, 
especially: by those calling themselves 
Gandhians, for having forsaken the 
Gandhian: path of refashioning India's 


economy around its villagesand opting 


instead for industrialisation, Soviet- 
style economic planning and the Fa- 
bian brand of socialism. But the very 
fact that the criticism needs to be reit- 


| erated apaa and again wa ——— 





Inder Malhotra, editor of. = 7 imes of 
India, is one of his country’s foremost 
political commentators. | 


vehemence shows that it.cuts no ice. 
Nor is this a surprise. 

Whether Nehru's economic strategy 
and priorities were right or wrong, he 
did nothing which he had not told 
Gandhi he would. While acknowledg- 
ing the Mahatma as his master, he had 
never made a secret of his total disbe- 
lief in the Gandhian utopia of India 
being a loose federation of half a.mil- 
lion self-reliant and largely self-gov- 
erning villages. His own vision of India 
was of a strong, centralised, indus- 
trialised, scientific and modern nation 
state. And it was in full awareness of 
this difference in outlook that Gandhi 
named Nehru as his successor, called 
him “Jewel of India" and declared that 
the nation would be "safe in his 
hands." 

And, though many — tcomings of 
the Nehru economic model have be- 
come a major drag on the Indian econ- 
omy, the fact also remains that most of 
India's achievements are also due to 


the foundations he laid. India today 
has the third largest pool of highly 


skilled scientific and technical man- 


| — — world. Iti — also the TOU 





€ Far fo dimin ishing, 
Nehru’ s standing 1 with his 














people has risen. Tw 
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religion being a a matter of individ 
faith. = | 


World' S —— midst advanced country 
industrially; secorid only to China. It is 
perhaps true that under Nehru ag- 
riculture did not get the priority it de- 
served, but India has doubled its food 
production in three decades. Could 
this have been possible if Nehru had 
not developed the industrial base to 
produce steel, fertilisers, power, irri- 
gation facilities and other essential in- 
puts? | 

No, Nehru's fault was not that he 
chose industrialisation but that he 
failed to give it sufficient impetus. In- 
dustrialisation neither spread as far 
nor proceeded as fast as it should have 
or he would have liked it to. Nor could 
he prevent his resolve to control and 
socialise the commanding heights of 
the Indian economy from degenerating 
into what John Kenneth Galbraith, a 
Harvard professor and a former Unit- 
ed States ambassador to India, has de- 
scribed as "post-office socialism." 

Thus it was that the modernisation 
Nehru strove for remained only skin- 
deep. The scientific temper he strove to 
inculcate also failed to percolate 
beyond the top layer of the intelligent- 
sia. Thisshould explain, partly at least, 
why India is plagued today by a viru- 
lent resurgence of religious bigotry, 
sectarianism, superstition and the 
similar ills. 


ehru's great and glorious services 

to India and the world can be sum- 
med up easily by posing a simple ques- 
tion: what would have happened, in the. 
absence of his single-handed and al- 
most super-human exertion in their 
defence, to Indian unity, parliamentary 
democracy, the secular principles 
which enjoin equal respect for all re- 
ligious in a multi-religious society, 
egalitarian sentiment, planned econo- 
mic development, minority rights and 
other cherished values which distin- 
guish India from most. other Third 
World countries? 

The question becomes all ike more 
pertinent if an'effort is made to recall 
the formidable odds against which 
Nehru had to function. The ecstacy of 
Indian independence was accom- 
panied by the agony of partition. This 
brought in its wake a horrendous 
bloodbath and mass migrations across 
the newly created frontier. The first 
Kashmir war began almost im- 
mediately afterwards. It was in this at- 
mosphere that 600 princely states, fed 
on delusions of grandeur, had to be 
integrated with the Indian Union and 
an inflamed population persuaded. 
that India must be a secular state, with - 

















were op- 
À 1 Of adult suf- 
frage in a largely illiterate country. But 
Nehru's enormous prestige prevailed. 
India has since stuck to the one-man- 
one-vote principle, though as late as 
the early 1960s as prestigious a leader 
as Jayaprakash Narayan, who later led 
the Janata movement to oust Mrs Gan- 
dhi as prime minister, held that Pakis- 
tani leader  Field-Marshal Ayub 
Khan's system of "basic democracy" 
was better suited to India's genius. 
Towards the end of his life, Taya 
Zinkin of The Guardian asked Nehru 
what, in his view, was his greatest 
achievement. He replied, after a pause, 
that it was improvement in the condi- 
tion of Hindu women that he was able 
to bring about through the enactment 
of laws extending to them the right to 
property and divorce. He regretted that 
he could not make similar reforms with 
regard to Muslim women because “this _ 
would have alarmed the Muslim com- 
munity." ^ 
In the field of foreign policy, it was 
nothing short of a stroke of genius on 
Nehru's part to have enunciated the 
doctrine of non-alignment, a policy of 
independence of decision, in a world 
divided into power blocs. That this po- 
licy, with all the imperfections in its 
working, has become the sheet-anchor 
for 102 countries speaks for itself. 
Having spearheaded the campaign 
for decolonisation, Nehru was the first - 
to proclaim at the first non-aligned 
summit in Belgrade in 1961 that col- 
onialism was on the wane and the main 
threat now was an arms race, particu- 
larly a nuclear-arms race. Indonesia's 
late president Sukarno and Ghana's 
Kwame Nkrumah quarrelled with him 
‘over this..But he stood fast on his 
theme, which he was never to give up 
until his death. 

An equally long, indeed formidable, 
list of Nehru’s failings can also be 
made, though two paramount points | 
emerge: in the ultimate analysis every | 
single failure of Nehru boils down to | 
his inability to match his aspirations | 
with achievement; and, when all is said | 
and done, the good that Nehru did far | 
outweighs the bad that he allowed to 
happen. | 

However, in three areas, his failure | 
haunts still. In the first place, ignoring 
Gandhi's advice, he did not dissolve 
the Indian National Congress and re- | 
place it with a cadre-based party com- 
mitted to his ideals and objectives. 
Consequently the umbrella party that | 
the Congress was, first deteriorated | 
into an incubus and has since virtually | 
disappeared — the party led by Mrs 
Gandhi being no more than a rabble. 
The entire party system in India is in 
decay. — | | 

. Secondly, as a result of the first fail- 












and exploitative 
feudalists. Thirdly, all Indian public 
life today is tormented and polluted by 
corruption, which seems to be fast 
turning into a cancer without cure. 
Varying the metaphor, it must be said 
the seeds of what has now grown into a 
gargantuan tree were sown during the 


Nehru era. But one must hasten to add - 


that Nehru's own hands were totally 
clean, and not even the slightest breath 
of scandal attaches to him personally. 


A nd this brings us to a critical point. | 
"»Inevitably attention focuses on. 
Nehru's years of power and his role as | 


India's leader. But he was also an ex- 


ceptional man, a very superior human 
being, who would have loomed large in | 
Indian history even if he had never 
held high office. He was both great and 
| good. Arnold Toynbee called Nehru | 
“one of the noble works of God's crea- | 
tion." Nirad C. Chaudhuri, the most - 
trenchant Indian critic of Nehru, has 
spoken of him as "India's ineffectual | 


angel.” Another vignette from Toyn- . 


bee may be cited not only to round off 
the picture of Nehru the man, the ruler 
and the legend but also to look at what 
are sometimes described as Nehru's 
foreign-policy failures. 


“Nehru,” says Toynbee, “won and _ 


kept [Kashmiri leader] Sheikh Abdul- 
lah's love, though Nehru's last official 


transaction with his old friend and col- 
_ league had been to hold him in prison 


for 11 years. Yet when Nehru's body 
was being cremated and before the fire 
had died down, Sheikh Abdullah leapt 
on the platform and, weeping unre- 
strainedly, threw flowers on the 
flames. While Nehru was holding 


Sheikh Abdullah in prison, he took an |. 
active interest in the well-being of the 
 Sheikh's family, including the educa- 


tion of his son, and had the young man 


to his house. I think that this could. 


have happened only in India, but, be- 
sides being something generically In- 
dian, it was something characteristi- 
cally Nehruesque.” 

I can only add that on the day of 
Nehru's death Sheikh Abdullah, with 
Nehru's active encouragement, was in 
Pakistan trying unsuccessfully to 
negotiate a settlement of the Kashmir 
issue with Ayub. I was with the sheikh 
to report on his talks and was thus a 
witness to the tremendous and spon- 
taneous mourning for Nehru in a coun- 
try where he should, by normal stand- 
ards, have been hated. — — 

Since then many Pakistanis, includ- 
ing the late Zulfikar Ali Bhutto, have 














said to me that they envy India because - 


result 


perhaps given to him to make even b 
ter use of hisopportunities than hed 
Why he failed to do so only the his 
 rians can explain. But it can be 
without any fear of contradiction tha 
none of Nehru's contemporaries cx | 
| have done half as well, let alone an 
better. E 


| DEVELOPME 
|| PROJECT 


."SOUTH PINE ESTATES" is- 


| stages include a rural residential 


already been spent on infrastructure t 
| be used in future stages. Development 


| be available for sale in the near future 
. This development may be acquired as 
 aproject or alternatively, the 2 
| [| Parties who may be interested in 

| further information by contacting 


. The Receiver and Manager, 


| J. G. Allpass, 


Telephone: (07) 221 9411 










































































"FOR SALE 


BRISBANE, AUSTRALIA. 
The development project known i 


offered for sale as a going concern. 
^'South Pine Estates" is a well 
established long term development 
project located on the north western 
outskirts of the City of Brisbane int! 
Pine Rivers Shire, within easy 
commuting distance of the central 
business district, It has an established 
record of development and sale of " 
acreage blocks in an attractive rural 
environment. Further development 


village near the town of Samford of. 
some 1500 blocks. | 
Planning for future stages is well in 
hand while substantial amounts have 


works are in progress for two stages tc 


company owning the project may be — 
available for acquisition. i 


acquiring this project should obtain 


South Pine Estates Pty. Ltd. 
(Receivers & Managers Appointed), 


Peat Marwick Mitchell & Co., 
G.P.O. Box 223, Brisbane, 
Qld. Australia 4001. 






















































7 Peter Hastings in Sydney 


othing has stirred Australia's Indo- 
nesian specialists so much in recent 


ison in Jayapura, gapital., of In- 


donesia’s Irian Jaya prov 
Arnold Ap, an Irianese anthropologist 





urator of the ethnography museum 
ttached tọ Jayapura’ S Cenderawasih 
Jniversity. | 


escribed the killing as an "act of sing- 
lar inhumanity . . . both politically 
enseless and morally indefensible." 






eter McCawley. 







ng, four Sydney University 
cademics, in a reference to alleged In- 







he murder of thousands of criminals 
y | government-sponsored death 








litary against dissidents in East 






onsigned humanitarianism to the po- 
tical wilderness in Indonesia." 

“Meanwhile, in an unparalleled 
ttack on Indonesian policy, 125 
cademic specialists on Asian affairs 
most of them Australian — have 
igned a letter of condolence to the Ap 
amily and condemned the alleged 
1urder in the strongest terms. 

- Ap, 36, who had both a Dutch and an 
ndonesian education, did his field 
york under an Australian  an- 
hropologist on attachment to Cen- 
rawasih University and had sought 
to build up the museum’s artifact col- 
ection as well as gathering a large 
1umber of tapes of traditional songs 























Mambesak, a traditional dance and 
Song group. 

: He was arrested in late 1983 and held 
in solitary confinement, - 
charges being brought, on the grounds 










awed Free Papua Movement (OPM). 
lone of those who knew him, this — 













edly an OPM — 














testant — ‘service. Inquiries b: 





iut tralian academics express outrage atthe alleged murder - 
f an lrianese anthropologist i in an Indonesian prison. | | 


ars as the killing — allegedly in’ 


who for the past nine years had been- 


.In a letter published. in The Syd- 
egy Morning Herald, five leading 
cademics from the Australian Na- 
nal University (ANU) in Canberra 


e signatories were J. Mackie, An- | 
ony Forge, Anthony Reid, Jim Fox and | 


n another letter dealing with Ap's 


onesian armed forces (Abri) hit- 
quad killings, said: "In the wake of 


uads, the increasingly repressive ac- - 
ion being taken by the Indonesian | 


‘imor and West Irian has once again | 


and music. He was also involved in- 


without . 


f being a suspected activist of the out- 


* So far there has been no official ids ; 
mission in Jakarta that Ap is. dead, de- | 
spite the fact that he was buried on 28: 


| mollifying both Chin 
April in a public cemetery after a Pro- |. 






diplomats from interested foreign em- 
bassies have met with sharp rebuffs. 
Ap's wife and children, hearing re- 
ports that he was dead, escaped across 
the border to Vanimo, Papua New 
Guinea, in February: According to In- 


donesian sources, Ap was not in fact 


dead at that time and, desperate to get 
in touch with his family, he.escaped 
from custody on 21 April with four 
others — exactly 11 days after Jaya- 
pura authorities assured this writer and 
three other Australian journalists that 
he was “well looked after" — but was 
re-imprisoned shortly afterwards. 

On 26 April, according to the official 
Indonesian version, he was shot while 
attempting to escape. Christian mis- 
sion sources in Jayapura say categori- 
cally that he was murdered because, as 
an Irianese intellectual, he represented 
Irianese culture and nationalism. : 

According to the ANU letter, the kill- 
ing was all the more repugnant "be- 
cause it occurred at the very time when 
Indonesian. intellectuals, academics 


and journalists were attempting to in- 
crease awareness of Irianese culture 
through the medium of an Irian Jaya 
festival." 

Ap's killing has caused widespread 





The waiting game 
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Jakarta: The de; mo Ap, and reactions 
to it in Australia, have not been report- 
ed in the Jakarta press. The cir- 
cumstances surrounding his arrest had 
led to alleged misreporting by one of 
the major. daily. newspapers. here, 
which in turn resulted in four youths 
from Irian Jaya asking after his safety 
and subsequently seeking refuge in the 
Netherlands. The Indonesian Govern- 
ment has refused to discuss the matter. 

. On the repatriation of Irian Jayan 
refugees, .an Indonesian. Foreign 
Ministry official has stated that the 
operation should have begun before 
the end of May. About 4,350 refu- 
gees have so far been identified. as 
returnees-to-be. At a Papua New 
Guinea-Indonesian foreign ministers' 
meeting in April, Indonesia agreed to 
take back all Indonesian citizens, ex- 
cept those known to be involved in cri- 
minal — that is, anti-Indonesian — ac- 
tivities. 


The conviction of six Chinese hijackers in South Korea obliges 
Seoul to balance the conflicting demands of Peking and Taipei 


By Shim Jae Hoon in Seoul 


he protracted trial and appeal of 
the six Chinese mainlanders who 
hijacked a Chinese civil airliner a year 
ago, has allowed South Korean Presi- 
dent Chun Doo Hwan time to evade the 


| diplomatically awkward choice of re- 


turning them to China as criminals or 
dispatching them to a hero's welcome 
in Taiwan. | 

But now that the judicial process has 
drawn toa close, with a Supreme Court 


ruling against the defendants, uphold- 


ing the lower court sentences, Chun 


finds himself in a bind. He is loath to 


ignore Taipei' s demands to hand the 
six “patriots” over, but neither does he 
wish to offend China and. jeopardise 


the increase of unofficial contacts with 


Peking. 

Foreign Minister. Lee Won Kyung 
has chosen to compromise in hopes of 
and Taiwan. In 













| gesture to Peking, 





, | nounced on 22 May, confirmed the s 


the hijackers will be — by the 


_ justice minister and not pardoned, as 


earlier planned. But the six will be de- 
ported to Taipei by a special flight, 
though only after a decent cooling-off 
period. 

Officials here will closely monitor 
Peking's reaction to this unspoken for- 
mula. During his stopover in Seoul 
after United States President Ronald 
Reagan's trip to China, Secretary of 
State George Shultz brought a mes- 
sage from Peking asking South Korea 
to handle the case prudently, accord- 
ing to a local press report. This was 
read here as a veiled warning not to 


dispatch the hijackers to Taipei too 


quickly if Seoul does not want to 


jeopardise the broadening pattern of 


unofficial exchanges China has re- 
cently permitted. dee 
The Supreme Court's verdict, an- 





| me 
|] 





The Indonesians do not want the 
United Nations High Commissioner 
for Refugees to be involved in the re- 
patriation operation, and apparently 
the agency will remain on the sidelines, 
though it has two senior representa- 
tives in Papua New Guinea looking 
into the situation. Meanwhile the 
number of refugees has swollen to 
about 7,000, some sources say, though 
the Indonesians had previously stated 
that the number was “approaching 
2,000.” 

Observers fear that new military 
exercises by Abri may exacerbate the 
already serious refugee problem. Abri 
announced the three-day exercises 
near Jayapura, involving an amphibi- 
ous assault by marines and parachut- 


tences, ranging from four to six years, 
against the six Chinese who through- 
out the trial insisted that they had 
hijacked the Chinese Trident jetliner 
in May 1983 “in order to seek freedom 
[in Taiwan} from communist tyranny 
[in China]." That South Korea should 
treat such an act as a crime in the first 
place is itself ironic, since Seoul has 
made little effort to conceal its own 
hope that some day a North Korean 
airliner will be hijacked to the South, 
bringing with it the propaganda 
windfall of a highly publicised defec- 
tion. 

But throughout the six months it de- 
liberated on the case, the Supreme 
Court stuck scrupulously to the princi- 
ples embodied in international treaties 
against air piracy, including the 1970 
Hague Convention, to which South 
Korea is a signatory. Even though the 
action originated outside South Ko- 
rean territory, the ruling upheld the 
lower court's conviction on all counts, 
including illegal entry into South Ko- 
rean territory, unlawful possession 
and use of firearms (the hijackers shot 
and wounded two crew members), and 
pirating a peaceful aircraft. 

As was expected, the decision was 
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that the iE c only las 
18-19 May. 

In late March, Indonesia held exer- 
cises during which Port Moresby al- 
leged that two Indonesian military air- 
craft violated its territory. The inci- 
dent led to a diplomatic crisis and, in 
the ensuing foreign ministers' talks 
here, Port Moresby demanded that 
Jakarta give prior notice of any future 
exercises. Jakarta says it gave prior 
notice this time. 


xd two days, 





» Rowan Callick writes from Port 
Moresby: Papua New Guinea Foreign 
Minister Rabbie Namaliu told parlia- 
ment on 21 May: "Despite the assur- 
ances given to me in Jakarta [at talks 
with Indonesian Foreign Minister 
Mochtar Kusumaatmadja] the Indone- 
sian Government has not given us ad- 
vance notice of a military exercise 
which we understand is currently tak- 
ing place near the border. Senior offic- 
ers of my department have expressed 
the government's deep concern at this 
apparent breach of faith to the Indone- 
sian Embassy in Port Moresby. " 

Namaliu also said that the exer- 
cises had triggered a further influx of 
refugees into his country, bringing the 
total number to 6,800. He said some of 
the new refugees, mostly women and 
children, had fled their homes either 
out of fear of the Indonesian exercises 
or of the OPM. He said those refugees 
with a “well-founded” fear of persecu- 
tion would be allowed to stay in Papua 
New Guinea until a third country of re- 
fuge could be found. 


not well received in Peking, where the 
official Xinhua newsagency quoted an 
anonymous Official as criticising the 
sentence as too light (Peking had called 
for execution). But at the same time, 
Taiwan had to swallow the humili- 
ation of not getting the defectors in 
time for President Chiang Ching-kuo's 
inauguration on 20 May and no doubt 
regarded the development as a fresh 
reminder of Taipei's increasing dip- 
lomatic isolation. 

The conservative South Korean Cho- 
sun Ilbo newspaper criticised the gov- 
ernment's handling of the case as “im- 
mature," indicating how deeply it di- 
vided the foreign-policy establishment 
in Seoul. 

Officials here believe that the May 
visit of Chinese Communist Party gen- 
eral secretary Hu Yaobang to Pyong- 
yang has improved China's ability to 
play a stabilising role on the peninsula. 
Seoul is therefore all the more eager to 
continue its indirect dialogue with 
China through US and Japanese inter- 
mediaries. The attitude in the Foreign 
Ministry here is that Taiwan should be 
patient; it is Seoul — and not Taiwan 
— which must decide when and how 
the hijackers will be returned. 
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The Far Eastern Economic 
Review is now publishing 
a quarterly index which 
details by country and 
date everything that has 
appeared in the Review. 
The index is available ona 
quarterly basis. Subscribe 
now and each quarterly 
index will be sent to 


you automatically as soon 
as it becomes available. A 


vital research tool, the 
Review index will save 
hours of needless search- 
ing for information. 
ORDER YOURS TODAY! 
Only HK$175 (US$25) 
for 4 quarterly issues. Just 
complete the coupon be- 
low and send with your 
payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 
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Dual nationals caught in a storm 
over their Mt Fuji inheritance 


By William Wetherall in Tokyo 


|; Mt Fuji beautiful because it is in 
Japan? Or is it in Japan because it is 
beautiful? Such socratic conundrums, 
heavily seasoned with the ambivalent 
loyalties of a Japanese-American dual 
national, are now being featured in a 
barely digestible "TV-dinner" for Ja- 
panese viewers. Many have difficulty 
articulating the motives of their pat- 
riotism, but are starving for ways to 
love their homeland without being 
treated as reincarnations of the 
militarists who embroiled Japan — 
and most of Asia and the Pacific — in 
war less than half a century ago. 

The year-long drama — Sanga Moyu 
(Mountains and Rivers Burning) — is 
being served in weekly courses every 
Sunday night on NHK, Japan's semi- 
public national TV network, to about 
20% of the viewing audience (instead 
of the 25-30% 
who had been ex- 
pected to watch 
it). The story is 
based loosely on 
Futatsu No 
Sokoku (Two 
Homelands), a 
three-volume 
quasi-document- 






Toyoko Yamasa- |. 
ki, who believes (MD fF oh 
that the Japan- |t" 7 9 
ese sense of pat- | Mt Fuji: to love without 
riotism has been 

poisoned by economic prosperity and 
Americanisation. 

"I thought of setting the story in 
Japan and using a Japanese hero," ex- 
plains Yamasaki, who, born in 1924, 
was educated during the Fifteen-Year 
or Greater East Asia War which began 
in Manchuria in 1931. But the novel 
explores the touchy theme of pat- 
riotism, and Yamasaki feared that if 
she made any slips “it would be misun- 
derstood as a reactionary work .. . Be- 
cause everyone in Japan was badly 
abused by militarism during the war, 
they would call it ‘rightwing’ and show 
negative reactions before even reading 
i" 

But Yamasaki was also afraid that if 
she mishandled a patriotic Japanese 
hero, "the novel could become a 
textbook on morals or something 
didactic." So she took a cue from 
baseball, an American import, and de- 
cided to throw her hypersensitive com- 
patriots *a curve ball" in the form of 
a dual-national Japanese-American 
whose suicidal struggle with divided 
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loyalties would inspire them to reflect 
on their dwindling sense of love for 
Japan and to mend their errant ways 
(REVIEW, 13 Oct. '83). 

NHK's choice of a modern story set 
in the war years breaks a long tradition 
of weekend prime-time costume fare 
about larger-than-life courtier-war- 
rior heroes of the pristine past. But 
nationalistic sentiments may linger 
behind the decision to go a full year 
with a drama that focuses on discrimi- 
nation against Japanese immigrants 
and their descendants in the United 
States before and after Pearl Harbour, 
the atomic bombs that ended the war, 
and the “victor’s justice" that was 
dealt Japan's leaders who were blamed 
for the war at the Tokyo War Crimes 
Tribunal. 

A plethora of non-fiction books and 
novels as well as 
many films and 
TV programmes, 
have explored 
of these 
three problems 
in depth. Butina 
story line that 
has become the 
envy of other re- 
visionist writers, 
Yamasaki has 
integrated all the 
emotional  his- 
torical issues 
through the eyes 
of a bilingual and bicultural Japanese- 
American, who also serves as a vehicle 
for her message that Japanese should 
take more pride in the “Yamato blood” 
that surges through their veins. 

Yamasaki now finds herself at odds 
with both NHK and Japanese-Ameri- 
cans, who in turn are embattled over 
differences of opinion about the US 
showing of the drama. The first 16 
episodes were set before Pearl Harbour, 
from which Yamasaki's novel begins. 
NHK has made an effort to balance 
Yamasaki's focus on American pre- 
judices and injustices by showing Ja- 
panese brutality at home and in China, 
but she feels that the network has gone 
too far the other way and is “fawning 
to the Americans. " 

Critical Japanese-Americans are 
displeased with Yamasaki's title, and 
her use of an atypical Japanese-Ameri- 
can hero who feels he has two coun- 
tries, both of which he loves. Some Ja- 
panese-Americans who have seen the 
drama in Japan shake their heads (or 
shrug their shoulders) at the way the 
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Japanese-American characters — all 
played by popular Japanese actors — 
turn out to speak, believe, and think 
like present-day Japanese, instead of 
Americans at the time of the war. 

The Japanese American Citizens 
League (JACL), centred in San Fran- 
cisco, expressed its concern about how 
an American showing of the series 
would affect its congressional move- 
ment to get the US Government to pay 
reparations and apologise to the 
thousands of  Japanese-Americans 
who were placed in relocation camps 
during the war in violation of their 
constitutional rights. But the JACL 
also worries about Japanese- American 
stereotypes that a year of flawed 
melodrama could engrave on the 
minds of Japanese viewers. They are as 
unprepared to evaluate its inac- 
curacies, the JACL believes, as US au- 
diences were in the case of Shogun. 

Neither NHK nor Yamasaki can 
quite figure out why Japanese-Ame- 
ricans have become so excited. 
Yamasaki thought she was doing her 
"blood brothers" in the US a favour by 
telling their story. But her critics, who 
include some of the hundreds of people 
she talked to before writing, feel that 
while her interest in Japanese-Ameri- 
cans is sincere, she has used them as a 





Takamiyama — 
a unique form 
of Japanese 


By lan Buruma 


o be Japanese, in most Japanese 

minds, is to have Japanese blood — 
unpolluted and not diluted by foreign 
substances. This may be spurious but it 
is the rule. Even someone born and 
bred in Japan, speaking nothing but 
Japanese, but whose grandparents are, 
say, Korean, will most likely hold a 
Korean passport and be refused entry 
into the great Japanese family. 

But, as the proverb goes, for every 
rule there is an exception. In this case 
the exception is Jesse Kuhaulua, better 
known as sumo star Takamiyama. Or, 
to be more precise, Daigoro Watanabe, 
a name more prosaic to Japanese ears, 
which he took when he officially be- 
came a Japanese citizen four years ago. 
To complicate things even further, he 
submitted his retirement notice to the 
Japan Sumo Association on 20 May, 
after 20 years of competitive sumo 
wrestling, and henceforth will run his 
own sumo stable under the honourable 
name of Azumazeki. i 

Not only is Jesse/Takamiyama/ 
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foil in her “social mission" to alert Ja- 
panese to the erosion of their national 
identity. 

Yamasaki claims some of the Japan- 
ese-Americans criticising her novel are 
unable to read Japanese, while those 
who can read Japanese do not know 
how to read her work as a novel. She 
defends her use of an atypical hero by 
insisting that she could not have writ- 
ten a dramatic story with an ordinary 
protagonist. But this revelation came 
after she had explained her choice of a 
dual-national Japanese-American as a 
means of carrying out her "social mis- 
sion" without arousing suspicion. 


B: Yamasaki is most upset by as- 
sertions that her novel is "anti- 
American." She believes that the "US- 
Japan partnership" must be based on a 
mutual sense of justice and fairness, 
and she expects Americans to tolerate 
her criticism of the US role in the war. 
Thus Yamasaki sees herself as a victim 
of a kind of “McCarthyism,” and she 
wonders why she must bear the burden 
of the beef and citrus war. She calls the 
movement to "censor" the US showing 
of Sanga Moyu "an act of suicide for 
democracy," a point with which most 
Japanese-Americans even her cri- 
tics — agree. 


Watanabe/Azumazeki accepted by the 
Japanese as one of their own, he is also 
one of the most popular men in the 
country. What is more, he broke 
through the most feudal, conservative, 
nationalistic, exclusive barrier of all: 
the sacred world of sumo. Sumo is to 
the Japanese what bullfighting is to 
the Spaniards — the showcase of na- 
tional machismo. And its roots are still 
very much in the Shinto cult, Japan's 
only native creed. 

When Jesse arrived in Japan from his 
native Hawaii 20 years ago, he did not 
speak a word of Japanese. He began 
training as a sumo wrestler to 
strengthen his legs for football. His 
present weight of 429 Ib is hardly con- 
ducive to playing football, but as a 
wrestler he has broken all the records. 
The length of his career, during which 
he fought 1,648 bouts in 97 tourna- 
ments, was a record in itself. He was 
the only foreigner ever to win a grand 
championship, earning him the highly 
prestigious Emperor's Cup in 1972. 

He also won five Fighting Spirit 
awards which, to many fans, are 
perhaps more important than the 
championship itself. Spirit is some- 
thing Jesse certainly has in abundance. 
To understand the magnitude of his 
feat, one must imagine a Chinese be- 
coming Madrid’s most celebrated 
matador. Even for a Japanese the 
hardship of rising through the hier- 
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NHK had thought that its talks with 
JACL officials in Japan at the end of 
1983 had eased their anxieties; but the 
network apparently mistook the con- 
geniality of their American adver- 
saries for Japanese-style tacit under- 
standing and approval. 

But written appeals to NHK from in- 
dividual Japanese-Americans in 
particular, the closely typed 15-page 
letter from Washington lobbyist Mike 
Masaoka in early February — appa- 
rently played the deciding role in 
NHK's decision to "indefinitely post- 
pone" the US debut of Sanga Moyu. 
The first episode was scheduled for 
screening in Los Angeles and other US 
cities with large numbers of Japanese- 
American and Japanese residents, in 
late spring. 

Japanese and US diplomats have un- 
officially expressed their concerns 
about the reaction in the two countries 
to a 51-episode drama that promises to 
arouse sleeping dogs at a time when 
supposedly "improving relations" are 
being strained by increasing disagree- 
ments over trade and defence. Japan's 
Foreign Ministry apparently is 
alarmed also by criticism from domes- 
tic and other Asian quarters of the 
early episodes which depict Japanese 
atrocities in China. 


archy of the sumo world — with its 
politics, its traditions, and its almost 
cruelly feudal human relationships — 
is extreme; for a foreigner it is almost 
unthinkable. Yet, Jesse persevered and 
the Japanese love him for it. 

Perseverence in the face of hardship 
is a quality the Japanese admire more 
than anything else. They call it konjo 
and generally think only Japanese are 
capable of it. Jesse proved them wrong, 
but tactfully became a Japanese, so 
people could feel they were at least half 
right. He played the Japanese game in 
more ways than one. He never criti- 
cised anybody in public, made much 
money for his backers, was deferential 
to his seniors and avuncular to his 
juniors, and — most important in mod- 
ern Japan — appeared in many suc- 
cessful commercials. He even took part 
in an embarrassing self -aggrandising 
TV campaign by the rightwing fixer 
Ryoichi Sasakawa, because Sasa- 
kawa happened to be one of his 
sponsors. 

But Jesse is far from being a 
conformist toady. He has a sense of 
humour which makes his colleagues 
seem like robots. To be sure, popular 
sumo wrestlers are much sought after 
guests in TV variety shows. They make 
well-paid fools of themselves, perhaps 
to make them seem harmless despite 
their massive frames. But clownish or 
serious — there is nothing much in be- 


Additionally, there is a debate going 
on among Japanese-Americans over 
the question of dual loyalties, and a 
timely discussion in the Japanese Par- 
liament as to whether the in-progress 


revision of Japan's Nationality Law 


should permit dual citizenship. Both 
issues are perennial and pertinent for 


ethnic minorities conscious of their an- 


cestry, and for governments which feel 
insecure about the implications of 
multinationality in the ranks of their 
citizens. 

Barry Saiki, a business consultant in 
Tokyo since his retirement from the US 
Army nearly two decades ago, feels the 
question of divided loyalties cannot be 
dismissed as readily as critics of 
Yamasaki and NHK would have it. 
Saiki has asked some very probing, if 
fundamental, questions. For example: 
"Does the loyalty of the [polycultural] 
person belong to the country he was 
born in, the one he is living in, and the 
one he is paying taxes to, or the one his 
wife is from?" 

Meanwhile, Sanga Moyu viewers 
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Takamiyama: a great individualist. — J— 


tween — they are always predictable. 
Jesse's humour is more special, more 
personal. He is one of the great indi- 
vidualists of sumo history and one of 
the very few Japanese who can truly 
lay claim to that favourite Japanese 
epithet: uniku, or in plain English, 
unique. 
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y emotional scene Kenji Amoh, 
drama's brooding Japanese-Ame- 
1 hero, wonders why, though “the 
d that flows. throughout my body 
inmistakably the blood of a Japan- 
," he cannot die for Japan like his 
nese friends. NHK's version of 
igemori Togo (1882-1950) — a 
areer diplomat and wartime foreign 
minister whose record as a promoter of 
peace saved him from the gallows at 
the Tokyo trials — consoles Kenji: 
hat I love Japan is not because I am 
ipanese; rather I love her because for 
e she is a good country." 

Kenji fails to convince. all-hi 
patriots that his criticism ! 
s proof of his loyalty to the Ameri- 
principles of justice and fairness. 
Saiki points out, it is the fate of the 
al-national to be expected at times 
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oses a dilem 


Jamal Rasheed in Lahore 


Jo single issue has both galvanised 
Nand polarised the civilian opposi- 
n. movement against Pakistan Pre- 
lent Zia-ul Haq's military regime as 
ich as the question of women's 
hts. The country's women have been 


tary and the government's Islami- 
tion policy. Hundreds of women 
re arrested in 1983's campaign by 
e. Movement for Restoration of 
emocracy. * . 
Pakistan has become an important 
st-case for Muslim women in gen- 
al: it is the first former British col- 
iy, with an educated female sector 
secular traditions, to see moves to 
regate women. Fundamentalists in 
istan point to Saudi Arabia and 
ran (depending on their political and 
eligious affiliations) as model 
ocieties. However, the strict segrega- 
jn. of women in Saudi Arabia has 
oged as much from the nomadic 
al traditions as from following Is- 
amic teachings to the letter. 

Pakistan is a different case. 
/omen's education for the Muslim 
ite in India, though dominated by 
'onvent and missionary schools, was 
lourishing by 1910. The British colo- 
nial heritage was — for better or worse 
— one of desegr egation and secularism 
regarding women's issues. Muslim 
women played an active part in the 
Pakistan independence movement. in 
1940-47, and after independence 
female participation in all aspe S 



































































about patriotism. 


the forefront of resistance to the | 


gore Moyu does not tell us what ra- 
tional patriotism is supposed. to be 
Japan.is shown to be a good country 
because. Kenjis younger brother 
Tadashi, in Japan for the first time, 
weeps when he sees Mt Fuji. Socrates, 
of course, would have wondered if the 
sacred mountain deserved tears be- 
cause the gods loved it, or if the gods 
loved it because it deserved tears. But 
the father of Greek philosophy is also 
credited with saying "I am not an 
Athenian or a Greek, but a citizen of 
the world." And perhaps the Kenjis of 
the world will find peace. when 
nationalistic artists and networks in 
all countries stop worrying so much 


lamisation VS ——— 
a in Pakistan 


the coüntry's social and political life, 
including the army, was encouraged by 
the wife of the first prime.minister, 


. Begum Rana Liaquat Ali Khan. 


Despite. continuing political crisis, 


martial law and most recently Is- 


lamisation, a residue of that post- 
colonial secularism and the Subconti- 


nent's broad-based cultural tradition 


continues to flow through the coun- 
iry's political bloodstream. ... 

The. regime's close ties with fun- 
damentalist. Islamic parties. have al- 
tered the equation, however. Islamisa- 
tion has affected women far.more than 
other sectors of society, because equal 
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rights — presumed given in the 19608 


— have been steadily eroded. The more | 


extreme measures are being vigorou sly 
resisted by well-or ganised women's 
groups that have sprung up. in major 
cities. 

"The most important new group isthe 
Women's Action Forum: (WAF). which 
is a non-political body and campaigns 
on a broad platform to. ‘protect and 
safeguard women’s rights.” 





even more Ge ade — 
such as whether women should con- 
ir e ght to vote, whether 
they should be. banned from driving 
cars and their photographs forbidden 
in newspapers and advertising. WAF 

and other groups also have protested 
strongly against moves to segregate 
education and the proposal for an all- 
female university. . 





he government's policy is enunciat- 

ed in the slogan “Chadar aur char 
devari" (keep yourselves covered and 
stay in the four walls of your house). | 

The position of women was highlight- 
ed at the International Convention of 
Business and Professional Women, 
held in Lahore in February this year. 
The convention demanded that the 
government guaranteed the rights of 
women as set out in the 1973 constitu- 
tion and promised that no discriminat- 
ory laws against women would be 
enacted in the course of "the Islamisa- 
tion process" until a representative 
legislature had been elected. 

Salma Kishwar Jan, former Pakis- 
tani ambassador to Ghana, not only 
pointed out the growing discrimina- 
tion against women in the diplomatic 
and civil service, but said that the pre- 
sent generation of women were having 
to fight the old battles all over again. 

The Family Laws ordinance passed 
in 1961 already had given women pro- 
tection against polygamy and divorce 
but this legislation was being abro- 
gated steadily. She also said that 
women's participation in the country's 
labour force had dropped from around 

% to the present 2.1%, and attributed 
this directly to discrimination. 

The convention made a special point 
of the effects of the government's Is- 
lamisation laws on-sportswomen and 
artists. Women's sports have now been 
totally segregated so that men cannot 


| even go and watch a women's hockey 


The most pressing issue at the mo- 
ment is a draft ordinance up before the 


nominated Majlis-e-Shoora, or assem- 
bly. Related to qasas (blood money) 
and diyat (compensation), the ordi- 
nance proposes that blood money paid 
to a murder victim's family should be 
fixed at 30.63 kgs of silver for a man 


and half that for a woman. Another 
m proposed ordinance - — the Law of Evi- 


match and Pakistani sportswomen are 
not allowed to tour abroad. TV and 
film actresses, musicians and dancers 


also generally are frowned upon. 


The new consciousness among 
Pakistan's urban women has also led to 
an increasing awareness of the plight 
of rural women, who account for 75% 
of the country's female population. 
Here the fundamentalists lose out be- 
cause peasant women have tradition- 
ally worked alongside men in the fields 
and thousands are employed in cottage 
industries, textiles and even construc- 
tion work. It is Pakistan's more de- 
veloped economic and social structure 
— - as compared to Iran and Saudi 
Arabia — which is going 1 to make I Is- 
lamisation more difficult. _ : 







UN AIVLEKICA, 
THE STREETS ARE 
STILL PAVED WITH GOLD 


They called it the land of opportunity. And it has And, from our Boston headquarters and offices 
never been more true. Free enterprise is alive, well, and ^^ throughout America, we maintain a strong relationship 
working better than ever in America. with your United States subsidiary. 


et, seeking your fortune in 
America means more than setting 
up Operations and waiting for the 


profits to pour in. 
That is where Bank of Boston 


can help. Our special group of multi- 


national officers will help make your 
way of doing business work in ile 
United States. 

Through our 200 offices in 38 
countries around the world, we can 
work with hes home office and 
stay at the forefront of international 
business and banking developments. 








As a whole, Bank of Boston's 
unique approach gives our officers 
a special understanding of your 
company’s needs, philosophy, 
and joa, 

As a result, we are better able 
to structure aah innovative ar- 
rangements for you-some 
weltie bcen doing for 200 © 
years. 

The point is, if you are deter- 
mined to build a future in America, 
we are determined to provide 
you with the right foundation. 
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Symbols that speak. 
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Symbols and speech. 


Northern Telecoms Displayphone terminal communicates ideas 
to all— with voice and data. 
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The communications system the Egyptians developed was extremely flexible. Hieroglyphs could represent 
objects, abstract ideas, numbers —or just sounds. But it was a limited system. Only a small group of priests 
and scribes could understand it. 

For years complicated computer technology imposed the same limitation on business. Only experts could gain 
access to information. But with our Displayphone* terminal — the world's first computer terminal and telephone in one— 
accessing internal or external data banks is as easy as making a telephone call. 

The Displayphone terminal is a complete data management 


tool anyone can use. You can call up sales figures, pricing, or airline northern 
schedules in the middle of a telephone conversation. Even send telecom 





and receive electronic mail. | | "i à 
In the last hundred years there have been two revolutionary For more information on Northern Telecom an 

dvances in inf — — IS - and ti e its products contact: Northern Telecom (Asia) Ltd., 
advances n in ormation management: the Ct imputet and the 96 Somerset Road, Singapore 0923, Tel. 7379133, 
telephone. Northern Telecom was first to bring them together. telex RS23369 or 30 Harbour Road, Hong Kong, 

Tel. 5-757222, telex 73338. 
MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASL 
“Trademark of Northern Telecom Limited 


UCKLAND. 
Business going smoothly, as expected. 
A little time off is what I need. ( Good things come to those who linger.) 
Some shopping, some sightseeing. But first, to unwind 
and enjoy a superb dinner in Partington's. 


BREAK FROM BUSINESS. WITH STYLE. 
AT THE SHERATON AUCKLAND HOTEL. 





Cocktail Lounge/ Swimming Pool 


SHERATON-AUCKLAND HOTEL. a Rooms and Suites/Restaurant/24 Hour Coffee Shop 


Convention Facilities/ Rates from NZ$85 to $145 
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For reservations call your Travel Planner AYERS ROCK (1984) f Sheraton 
or Sheraton in your city. v HOTELS, NNS & RESORTS WORLDWIDE 


KOREA SEOUL Sheraton Walker Hill. JAPAN TOKYO The New Otani, OSAKA ANA Sheraton Hotel Osaka (1984). TAIWAN TAIPEI Lai Lai Sheraton Hotel HONG KONG Sheraton Hong Kong. PHILIPPINES MANILA 
Century Park Sheraton Manila. BRUNEI Sheraton Utama. THAILAND BANGKOK Sheraton Bangkok. SINGAPORE Century Park Sheraton Singapore. SINGAPORE Sheraton Singapore (1985). AUSTRALIA SYDNEY 
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SOCIAL HISTORY 


Through the prejudice with pride 


Chinese in America: Stereotyped Past, 
Changing Present edited by Loren W. 
Fessler. Vantage Press. US$12.95. 


he Chinese comprise one of the most 

successful ethnic groups in the 
United States. Americans of Chinese 
extraction have won Nobel prizes in 
science; immigrants such as Wang 
An, founder of high-flying Wang 
Laboratories, and I. M. Pei, tne ar- 
chitect, are leading figures in their 
fields. Chinese- Americans are among 
the best educated and most affluent 
groups in the country. But life was not 
always easy for them in the New 
World. 

In the mid-19th century, immigrants 
from the impoverished and overpopu- 
lated southeastern provinces of 
Guangdong and Fujian were harassed, 
beaten, robbed and murdered in what 
was still a very wild American West, 
Chinese, at a disadvantage because 
they did not share Americans’ manic 
love for the gun (Samuel Colt had just 
invented his revolver), banded to- 
gether into tight communities 
today's Chinatowns. But they were not 
safe even there: in 1871, 21 were mur- 
dered in a pogrom in Los Angeles and a 
decade later the Chinese neighbour- 
hood in Tacoma, Washington, was put 
to the torch. 

The arm of the federal government 
was not so long in those days, and in 
any case Washington was in no mood 
to help the persecuted minority group. 
For decades, Chinese were afflicted by 
racist legislation, both at the federal 
and state levels, which prevented them 
testifying in court, attending public 
schools or intermarrying with whites. 
In 1882, the first of many exclusion 
acts aimed at restricting Chinese im- 
migration was passed by the US Con- 
gress. It was not until the Immigration 
Act of 1965 was signed into law that 
the era of discriminatory and archaic 
legislation was ended. 

The first wave of Chinese immi- 
grants was attracted by the California 
Gold Rush of 1848. After gaining a 
reputation as industrious and docile 
labourers who would accept low 
wages, Chinese were put to work on the 
Central Pacific railway in the 1860s. 
The 1850s-60s relatively were halcyon 
years for the new immigrants — the 
Far West was booming. But the group 
was exploited and began to acquire 
stereotypes which it is still trying to 
shed: for example, P. T. Barnum, whose 
name is still synonymous with cir- 
cuses, put Chinese on exhibition as 
strange and exotic members of the 
human race. 
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Hostility towards Chinese harden- 
ed in the 1870s when the West was 
touched by the  post-Civil War 
economic recession. A conspiracy of 
demagogic politicians, racist labour 
unions and a shameless press con- 
vinced Californians that the "yellow 
peril" was stealing jobs from good 
white folk. Even a periodical as res- 
pectable as Scribner's Monthly com- 
mented that it was "natural that the 
slant eyes of the half-starved Tartar 
should be turned to the land of the 
plenty." A northern California clone of 
the Ku Klux Klan, the Order of Cauca- 
sians, tried to force Chinese out of the 
state. In 1879, San Franciscans voted 
whether to allow Chinese immigra- 


he Immigration Act of 1882 began a 

period of declinein Chineseimmigra- 
tion and population which was not re- 
versed until the 1940s. Chinese were 
shunted into jobs in laundries and res- 
taurants which were not unionised. 
They were jobs which no one else 
wanted. Many migrated to the great 
cities of the east where they estab- 
lished Chinatowns. Most migrants 
were men; wives were barred from 
joining their husbands, even if they 
were US citizens; in 1890, the ratio of 
Chinese men to Chinese women in 
America was 27:1. The ice began to 
break during World War II owing to 
pro-China sentiment in the Allies' 
fight against the Japanese. 

This book, edited by a former Asia- 
based reporter for Time-Life News 


Service, is best at chronicling the his- 
tory of Chinese communities in 
California, Mississippi and New York. 
The chapters in the middle are less 
readable; they get bogged down in a 
highly statistical demographic survey 
of the ethnic group. Unfortunately, 
much of the current profile of Chinese- 
Americans is based on statistics from 
the 1970 census. 

The upward social mobility of the 
ethnic group has probably been most 
rapid in the period since then, 
because of the arrival of better- 
educated immigrants and much less 
discrimination in education and job 
markets. The tables which show 
Chinese to be the best educated and 
one of the richest ethnic groups also 
appear incomplete — they do not in- 
clude Korean-Americans or Jews, two 
groups known for high levels in both 
categories. Also, a look at the Chinese 
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Chinese construction workers on the Central Pacific railway; New York's Chinatown: a bitter land of plenty 


tion: 883 said yes, 156,638 said no. The 
writing was on the wall. 


community in Hawaii, the most 
affluent and third largest in the nation, 
would have been interesting. 

The book should have traced and 
fleshed out American stereotypes of 
Chinese. Perhaps the author assumes 
readers already know them, but it 
would have made colourful and infor- 
mative reading if, for example, the 
book had detailed some of the lurid 
characters created in pulp novels and 
immortalised by Hollywood. There is 
no discussion of Charlie Chan, the wise 
and inscrutable detective uttering 
spurious Confucian proverbs, or Fu 
Manchu, the sinister and ingenious vil- 
lain. 

But Chinese in America recounts 
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well a sad and shameful chapter in — 


American history. The happy note 
sounded in the book is how far the na- 
tion of immigrants has come over the 
past century. — ANDREW TANZER 
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Nakasone will voice Asia-Pacific concerns at the London summit 


Japan at centre stage 


By Richard Nations in Tokyo 


F 


or Asia there will be only one issue 
— protectionism — when leaders 
of the seven industrialised demo- 
cracies meet at the London economic 
summit on 7-9 June. And, just as at 
Williamsburg in 1983, an assertive 
Japanese Prime Minister Yasuhiro 
Nakasone is positioned to play a 
pivotal role. 

Once again, political crises are ex- 
pected to overshadow deliberation on 
broad economic strategy. Nakasone 
for instance will propose an emergency 
oil-sharing plan as the 44-month-old 
Iran-Iraq war dangerously escalates to 
indiscriminate air attacks on oil tank- 
ers in the Gulf. 

But renewed fears of a second wave 
of defaults among the big LDC (less- 
developed country) borrowers has set 
the stage in London to revive the de- 
bate between French President Fran- 
cois Mitterrand’s proposal for a new 
Bretton Woods, to restructure Third 
World debt, and United States Presi- 
dent Ronald Reagan's call for.a new 
global round of multilateral trade 
negotiations under the General Agree- 
ment on Tariffs and Trade. 

The Williamsburg summit last year 
ended with a pledge to “roll back pro- 
tectionism” — while giving only a 
courtesy mention to the Mitterrand 
proposal — but this amounted to little 
more than agreement to defer. collec- 
- tive action in hope that the then-inci- 
pient economic recovery would pro- 
vide the solutions. 

But the recovery has not produced 
the hoped-for panacea. Despite 1983's 
more-rapid-than-expected growth 
among  industrialised countries — 
average real gross national product in- 
creased 4.5% in the fourth quarter of 
1983 from a decline of 0.5% in the 
fourth quarter of 1982 — protec- 
tionism has gained ground since Wil- 
liamsburg? raising fears that growth 
somehow may now be working to ag- 
gravate, rather than relieve, pressures 
fragmenting the world market. 

Nor has the US$700 billion Third 
World debt crisis withered away. The 
half-point increase in the US prime 
rate on 8 May was greeted by restive 
Latin American debtors with an agree- 
ment to arrange their own summit in 
Bogota on 14-15 June where Argen- 
tina, Brazil, Colombia and Mexico will 
discuss a Brazilian proposal to stretch 
out debt repayments by 10 years with 
five years of grace. 

No less paradoxically, 
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the -first 


stages of recovery also have brought to 
the surface tensions in the US banking 
system, successfully suppressed last 
year by the International Monetary 
Fund-led emergency  rescheduling 
packages. In mid-May, the US Federal 
Reserve arranged a US$7.5 billion re- 
scue package to stem a run on the de- 
posits of. Continental Illinois, one of 
America's largest commercial banks. 
These developments throw the Lon- 
don summit wide open. At the very least, 
the conclusions prearranged by so-call- 
ed Sherpas to ensure the summit's suc- 
cess are in danger of appearing embar- 
rassingly bland, while the pressures 


mount on the leaders to commit them- 
selves to.a programme of action. 


ith his characteristic sense of 
W timing, Nakasone has position- 

ed himself towards the centre 
of the London summit, where a fresh 
sense of international disorder will be 
combined with weak leadership. Bri- 
tish Prime Minister Margaret 
Thatcher's nagging dispute with Mit- 
terrand over Britain's contribution to 
the European Economic Community's 
budget is likely to undermine her grip 
on the summit, particularly since Mit- 
terrand's recent proposal.to revise the 
EEC's constitution — a move widely 
read as an invitation for Britain to 
leave the community. 

This weakens the hand of Thatcher, 
whom both Nakasone and Reagan 
view as an ally on trade and security 
matters against the French and Ita- 
lians. But it also means that Europe it- 





self is divided and opens the way for 
Nakasone to assert a “vigorous role" as 
Japanese officials alerted the press in 
Tokyo to expect. (In. 1983, Nakasone 
was credited with a decisive role in 
gaining agreement-on a security state- 
ment, unprecedented at economic 
summits, linking Japanese interests 
with the Nato decision to deploy 
medium-range missiles.) 

Before departing for London, 
Nakasone staked out bold positions on 
both trade and debt. He told British 
journalists in Tokyo that he would 
hope to see "counter-measures" ag- 
reed upon to provide medium- and 





long-term solutions to the Third World 
debt problem, a view which no doubt 
will be as welcome in Paris as in many 
Third World capitals. Moreover, he 
gave substance to the call by pledging 
US$700 million to Brazilian President 
Joao Figueiredo — including an un- 
specified sum to assist in rescheduling 
Brazil's foreign debt — at the begin- 
ning of Figueiredo's five-day state visit 
on 24 May. 

But Nakasone's posture on the debt 
crisis is likely to be designed to in- 
crease his leverage on the real issues of 


concern to Japan — access to US 
strategic oil reserves and enlarged 
markets for Japanese exports. 


Nakasone is no doubt aware that a 
"safety net" for Third World debt is 
only practical if the US Congress 
agrees to fund it; but he is also aware 
that callousness on the part of the cre- 
ditor nations could provoke a unilat- 
eral moratorium by debtors. 
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don, according to Japa lese officials, 
will be to — in ag Beh teu on a 





threat of a coe 


r with europe. 
Over the past year the US as well as 

the EEC has resorted increasingly to 

non-tariff trade barriers. — from “vol- 


untary export restraints” to limited 
access to customs -— restricting a range 
of East Asian exports including steel, 
vehicles, electronics, clothing and tex- 
tiles. But Tokyo fears that reliance on 
bilateral-trade restrietions, together 
with slow growth and high unemploy- 
ment, are encouraging the construc- 
tion of a "Fortress Europe" behind 
trade walls outside Gatt which exclude 
more competitive — Darsguatiy a Ja- 
panese — exports. ` 

Japan sees its best defence in a 
strengthening of the multilateral re- 
gime and realises that the US can no 
longer be relied upon to guarantee 
open world markets, given the growing 


strength of protectionism in the US it- | 
self. "We decided to take an active role 
in promoting a new round,” a Japanese 
Foreign Ministry official commented, 
"because there is a wide perception. 
has only benefited from 





that Japar 
Gatt but not made any contribution; 
and because the trade regime is in seri- 
ous danger." 








Austra à piini Prime Minister x Bob Hawke, 


and a Foreign Ministry delegation 
which toured Southeast Asian capitals | 


early in the year received more qual- 
ified support. Like most developing 
countries, Asean members do not want 
to see a new round become an excuse 
for failing to fulfil past commitments to 
tariff reductions. 


Moreover, Australia and the. US | 


have recently sent out delegations to 
probe support i in the Pacific for: region- 
al trade initiatives. And Indonesia is 
said to be considering opening up the 


 ^post-Asean annual foreign ministerial | 


consultations to discussion of Pacific- 
wide issues, in effec reating a Pacific 
forum including the Asean six plus the 


US, Canada, Japan, Australia, New - 


Zealand. and the EEC. Japan is con- 
cerned to channel these impulses into 


the multilateral framework and pre- 


vent the emergence of regional trade 
blocs. = 

. Japan reads "Fortress Europe" into 
French monetary initiatives and the 
European focus on US budget deficits. 
And | thong U 












| — b ince — N — has 
h moved to sound out supportamong | 
Pacific nations. fora new pers] 


cal policy, high in- | 
(Strong dollar are all | 


| boned to take the lion' 8 iare of the 
. 5-6% expansion of world trade expect- 
ed this year. 

Growth among the industrialised 
countries has been highly concen- 
trated in the US and Canada, where in- 
flation and unemployment fell at un- 





















mand expanded by 8% in 1983. And 
among the LDCs, it is those in the 
Pacific Basin which have come 
through the 1980-82 recession with 
economies converging: around low 
levels of inflation, unemployment and 
| foreign debt, and LE HER 
rates of growth. 

In stark contrast, according to the 
IMF, are those 20 non-oil-producing 
LDCs, most outside Asia, which. de- 
faulted on loan repayments and were 
_ forced to accept IMF-imposed auster- 
ity programmes as a condition for 


reductions in their current-account 


by interest payments. 

With the exception of the Philip- 
pines, Asia as a region managed to re- 
Store its current-account deficit to 
manageable levels-and still sustain a 
level of imports.necessary for con- 
tinued growth. For Asia as a whole, im- 


i| ports rose by 8.875 in 1983, whilethey | 
fell by 20.7% for Latin America. As a 


result, real GNP growth in Asia aver- 
aged 6.5%, while the average for non- 
oil LDCs was 1.5%. 

"The most striking [difference in uds 
justment to the recession] is that be- 
tween those countries that had to re- 

| sort to debt-restructuring agreements 
and those that have not," the IMF's 
1984. World. Economic Outlook says. 
“The former group is concentrated in 











Africa, and each of these regions had 
well below average of output growth in 
1983 ... At the opposite extreme the 
Asian region has been quite buoyant." 

The highly uneven regional pattern 
of recovery sheds light on the align- 
ment likely to form around alternative 
economic strategies discussed in Lon- 
don, as well as other multilateral 
forums. The Pacific nations have 


and have benefited from trade effects 
| of US deficits; the region's main con- 
cern will be access to markets. If a 
timetable for a new round is agreed 
upon, London may well be remem- 
bered as the summit which set the seal on 
the Pacific’s economic emergence. 





precedented rates and domestic de- 


"further finance. Most of these coun-: 
tries savaged imports, growth and liv- 
ing standards to achieve the necessary 


deficits, while the average 1.5% real - 
| growth achieved in 1983 was taken up | 


the Western Hemisphere, Europe and | 


learned to live with high interest rates - 













A rapid dollar decline 


| covery scenario, in which market 


| which the US demand which.. 
' buoyed East Asian economies in pa 


problems they have thus far esca 
.through high export earnings co 
loom much larger. 
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. ficits but also have driven thed 
unprecedented high levels, th: 
| sucking in imports as Americans 


| national product and to debt, 

























could abort the region's 
post-recession recovery 








By Anthony Rowley in Hongkoi 
he Japan-led East and Southe 
Asia bloc at the London summi 
right to be concerned about protec 
tionism. But what is currently hapy 
ing to a number of United States ban 
and to the US dollar could turn or 
head the whole post-recession. 

















cess has become the principal co 
of Asia. Without being too apocalyp 
it is easy to envisage a situatior 










cular could collapse, and the 










It has been a happy accident, rat 
than a conscious policy intention; 
the high interest rates which the 
has maintained in pursuit. 
monetarist policies have attrac 
massive inflows of foreign cap: 
These inflows have not only enat 
the US to finance record budget 


































barked on a consumer spending 
financed largely through the. 
down of savings. 

The economies of East Asia gna st 
in Southeast Asia, which have a 
ratio of exports relative to total 













been able to more than keep he 
above water as a result. The Ph: 
pines, with its own problems of int 
nal economic mismanagement, » 
notable exception. 

Buoyant US imports, —— 
have driven the US balance-of-pe 
ments' current account into huge de 
ficits, and naturally provoked domes 
labour and industry lobbies to dem 
protection from imports. Hence 
concern over protectionism on the 
of the Asia lobby at the London sum 
mit. That is part of a constructive de 
bate — the world trade system is: 
need of reform in certain vital ar as 
not least textiles. | 

The Multi-Fibre Arrangemeé 
(MFA), a conscious derogation fri 
the General Agreement on Tariffs ‘ 
Trade in general and the m 
favoured nation principle in pai 
lar, has so far compromised the free 
trade principle that the Gatt sec 
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S es rector nea 
Arthur Dunkel indicated to the REVIEW 
recently. But there is a strong possibil- 


- ity of such issues being rendered al- 


most academic now by disruptions in 
the international monetary system. 
Massive current-account deficits 
have so far failed to scare investors 
away from the US dollar and political 
crises like the Gulf war have only 
added to its attractions as a haven cur- 
rency. But the problems currently 
afflicting Continental Illinois Bank in 


| the US and which have caused 


or rt — 





rumours to spread to other banking 
giants such as Manufacturers Hanover 
and even Chase Manhattan, have made 
investors more nervous than ever 
about the US dollar. The Latin Ameri- 
can debt crisis is still very much pre- 
sent and until that is resolved, the 
health of the US banking system and of 
the dollar will be in serious jeopardy. 
It is not simply the danger of a major 
effective devaluation of the US dollar 
which could abort the export-led re- 
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e WHAT can stop the seemingly un- 
stoppable US dollar? Answer: the com- 
ing crash in the American banking sys- 





covery in East Asia (especially in 


Hongkong, South Korea and Taiwan 


plus several Asean countries) and else- 
where. As William Cline of the 
Washington-based Institute for Inter- 
national Economics (headed by former 


US assistant secretary for monetary 


affairs C. Fred Bergsten) pointed out in 


a 1983 study, problems at the US banks 


could cause an effective credit implo- 


-Sion in the US, with all that entails for 


domestic and import demand 
(SHROFF, REVIEW, 22 Sept. '83). 

Once Latin American debts begin to 
eat into the banks' capital bases (as 
distinct from their provisions from 
earnings), the Federal Reserve might 
have to insist that they restore their 
capital-to-assets ratios. That could 
mean a major cutback in their domes- 
tic as well as international lending, 
and almost certainly would, with a 
nervous Wall Street highly unwilling 
to cough up new equity for banks. The 
other alternative is for the Fed some- 
how to finance a capital injection itself 
for the banks, but that in turn would 
blow a huge hole in its sacrosanct po- 
licy of controlling monetary aggre- 
gates. 

Yet another alternative is some 
scheme whereby the International 
Monetary Fund buys up Latin Ameri- 
can debt, but neither this nor the im- 
aginative scheme suggested by the In- 
ternational Finance Corp. (an arm of 
the World Bank) for converting chunks 
of Third World debt to equity and sel- 
ling it to financialinstitutions, is likely 
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As safe as the bank of ...? 


billion. With annual gross profits that 
size, these nine banks could afford to | me 
provision from this source only 30% of | to 


tob CEPLEU, 1 
in time as to supr 
the current is 
that, one way or — the US will 
have to save its banking system, even if 
it has to beggar its neighbours in the 
process. In the words of Anthony Sol- 
omon, president of the Federal Reserve 
Bank of New York: "There is no doubt 
in my mind that the United States will 
protect its banking system, and that's 
the bottom line." 


» Robert Manning writes from Wash- 
ing: The crisis at Continental 
Illinois, the eighth-largest US bank, 
and thus far unsubstantiated rumours 
about Manufacturers Hanover which 
have wreaked havoc on Wall Street, 
underscore the potential problems in 
the inter-bank market. 

In the case of Continental Illinois, 
the bank was raising around US$8 bil- 
lion each day in overnight money. This 
amounted to about 20% of its total as- 
sets. Roughly half this amount was 
raised in the Eurodollar market. Con- 
tinental was the 
largest provider of 
business loans in 
the US, much of 
\ which it financed 
with Eurodollar 
funds. Continental 
has US$2.3 billion 
in non-performing 

Wet assets and several 
billions of dollars in other loans, the 
repayment of which is in doubt. 

Continental's fund base was 40.5% 
in Eurodollars, 16.5% in federal funds 
(that is, Treasury bills and so on), 9.4% 
in commercial certificates of deposit 
(CDs) and about 33% in various other 
portfolios. 

The run on Continental occurred 
when foreign lenders began to panic. 
The US domestic market did not react 
because Continental had been raising 
relatively small amounts of its deposits 
in the US since 1982, when it was left 
holding about US$1 billion in bad 
energy loans. Thus the reduced pre- 
sence in US money markets made it of 
less concern to domestic markets. 
Analysts here say the bank's strategic 
error was using Eurodollars to fund 
domestic loans. This meant an unusual 
amount of very short-term money. 

As for Manufacturers Hanover, 
rumours of it having trouble raising 
funds appear to be unfounded. But the 
rumours were based on its large expo- 
sure to Latin debtors. The fourth- 
largest US bank had been trading CDs 
at a slight premium over those sold by 
other major money-centre banks. But 
with more than US$5 billion in loans to 
Argentina, Brazil and Mexico, Manu- 
facturers Hanover has the largest debt/ 
capital ratio of any US bank in regard 
to Latin loans. If Argentina does not 
meet its second-quarter interest pay- 
ments, Manufacturers Hanover would 
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lose about US$20 million in this quar- 
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One key obstacle to Japan's 
bid for No. 2 status in the 
World Bank is cleared 





By Nayan Chanda in Washington 


rogress in United States-Japan 

bilateral economic relations has re- 
moved one obstacle to making Japan 
No. 2 in the World Bank and cleared 
the way for increased Japanese con- 
tributions to the bank's soft-loan af- 
filiate, the International Development 
Association (IDA). 

Japan had agreed to increase its con- 
tribution to the IDA if the selective 
capital increase in the bank gave it sec- 
ond placein terms of voting power. The 
US has argued that Japan would have 
to behave like a No, 2 economic power, 
opening its capital markets and inter- 
nationalising the yen, before it could 
be granted that status in the World 
Bank. The US opposition has held up 
the selective capital increase and 
launching of the seventh replenish- 
ment of IDA, or IDA-7. 

The first indication of a break- 
through in US-Japan negotiations 
came on 19 May from Rome, where 
senior officials of 11 industrialised na- 
tions met to discuss ways to improve 
theinternational monetary system. Ja- 
panese and US officials announced 
that their countries were on the verge 
of signing a major agreement allowing 
banks greater access to Japan's capital 
markets and making it easier for for- 
eigners to acquire or invest in yen 
(REVIEW, 31 May). 

Shortly after the Rome meeting, 
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Midland Bank provides a range of international and regional 
services for customers in key centres throughout Asia and 
the Pacific Basin. These services include all aspects of foreign 
exchange and money market activities, Eurocurrency 
loans, export, trade-related and corporate finance. Other 
Group companies with on-the-spot experience 
include Crocker National Bank, merchant bankers 
Samuel Montagu and the internationally 
respected travel experts Thomas Cook. 
For assistance with your needs, 
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Japan and the US asked the World | crease 


Bank to schedule a meeting of the 
bank's executive directors to discuss 
the selective capital increase. The 
meeting, held on 24 May, recom- 
mended a selective capital increase of 
US$8.4 billion, raising the bank's au- 
thorised capital to US$95 billion. 
Under the recommended increase, to 
be voted by the board of governors in 
the next few months, shares of member 
countries in the bank's capital stock 
will be readjusted, as will their voting 
rights. While the US voting power will 
drop from 20.22% of the total vote to 
20.01% (which would mean continued 
US veto power), that of Japan would 
increase from 4.58% to 4.99%, giving it 
the No. 2 position. The third position 
would be held by West Germany, with 
4.9776, and fourth are jointly France 
and Britain, with 4.76% each. 

The realignment of stock would also 
mean a drop in the voting power of 
both India and China. India's voting 
power after the selective capital in- 





its position, but eventually accepted 
it. 

The meeting of the executive board 
of the bank also agreed that 8.75% 
of subscriptions to the authorised cap- 
ital increase will be paid-in capital. 
The remainder will be callable capi- 
tal, which must be paid in only if 
the bank fails to meet its obligations 
on borrowed capital or committed 
loans. 


he selective capital increase re- 

moved the obstacle to formal agree- 
ment on IDA-7. The IDA, the largest 
multilateral lending programme on 
concessional terms to the world's 
poorest nations, has extended a total of 
US$30 billion to 79 countries. During 
the sixth replenishment, 31.9% of its 
resources were devoted to sub-Saha- 
ran Africa, 37.4% to India and China 


Advance under control 


fter a decline of 0.4% in the con- 

sumer price index (CPI) in the 
March quarter, the question being 
asked is whether Australia’s chronic 
inflation is finally being brought under 
control. A wage freeze throughout 
much of 1983, combined with only 
modest growth in wages over the past 
six months, has helped control infla- 
tion. The latest CPI figures were af- 
fected by the federal government's in- 
troduction of a new national-health 
scheme. 

In the 12 months to the end of March, 
Australia’s rate of inflation fell to 
5.7%, down from 11.1% in the previous 
12-month period. The sharp slowdown 
over the past three quarters has re- 
sulted in a number of projections that 
the annual rate (for the year to June) 
may be around 7.5%, indicating a June 
quarter CPI rise of less than 2%. The 
March quarter CPI figure does not re- 
flect the recently granted 4.1% rise in 
wages, following recent deliberations 
by the Arbitration Commission. 

Most agree that the national wage 
case, which is due to be heard in Sep- 
tember this year, will result in wage in- 
creases of only 1%. In addition, the 
federal government has signalled that 
it intends cutting personal taxes in the 
forthcoming budget. 

The government has indicated a 
total tax cut which will cost approxi- 
mately A$1 billion (US$92.85 million). 
Discussions already are under way be- 
tween representatives of the Austra- 
lian Council for Trade Unions (ACTU) 
and government officials over details 
of the tax cut. The ACTU has indicated 


strong support for the proposed cut, 
which could in turn take some pressure 
off future wage growth. 

The introduction of Medicare was 
the key factor behind the negative CPI 
growth in the March quarter, with 
health and personal-care costs falling 
by a hefty 19.3%. But if the health cost 
component of the CPI is excluded, the 
index would have risen by 1.2%. 

But while the government has made 
strong gains in cutting inflation, the 
underlying economic recovery appears 
to be patchy. The strong revival of the 
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Source: Australian Government. 


rural sector during the 1983 Sep- 
tember quarter has provided much of 
the fillip for economic growth this 
year, but activity in both the mining 
and manufacturing sectors has re- 
mained depressed. In the September 
quarter, gross domestic product rose 
by 5%, and a further 1.9% gain was 
registered during the December quar- 
ter. Earlier this year, Treasurer Paul 
Keating disclosed that total economic 
growth in fiscal 1984 was likely to ap- 
proach 10% — a feasible target. 

A recent survey by the Common- 
wealth Bank and the Metal Trades In- 
dustry Association highlights the 
patchy nature of the recovery in man- 
ufacturing. “In summary, the metal in- 






countries. | 









Although the US$9 billion raised for 
IDA-7 is US$7 billion below what the 
bank had originally planned and US$3 
billion less than IDA-6, the long-de- 
layed approval can now set in motion 
the legislative and other processes in 
donor countries. Bank sources said 
that earlier plans to make IDA-7 avail- 
able to the recipient countries begin- 
ning 1 July cannot be maintained but 
attempts would: be made to obtain 
bridging arrangements. 

"We are not happy about the level of 
IDA-7," one World Bank official told 
the REVIEW, “but we have the mandate 
to look for more." Several Western na- 
tions may eventually agree to increase 
their IDA contribution, he said, but 
none wants to be the first. The US had 
dropped its contribution to IDA from 
27% of the total to 25%. However, the 
senate authorisation bill approving the 
US$2.25 billion contribution to IDA 
had provided for an additional US$500 


ECONOMIC MONITOR m 


dustry as a whole is slowly emerging 
from the deepest recession in a genera- 
tion," the study said. "However, there 
are marked variations between differ- 
ent companies, sectors and states, re- 
flecting the uneven composition of the 
economic upswing. In particular, com- 
panies associated with the production 
of consumer goods are in far better 
shape than those at the heavy-en- 
gineering end of the industry. 

"Expectations within the industry 
are for only slow growth in manufac- 
turing output in the near term and con- 
siderable uncertainty is evident as to 
the sustainability of the recovery 
beyond 1985." 

A key problem is that while retail 
sales have held up well over the past 
six months, there has been no improve- 
ment in the level of new capital invest- 
ment by the private sector. Retail sales 
rose 7.4% in March compared with 
February. However, after adjustment 
for seasonal factors, retail sales actual- 
ly dipped 1% over February. February 
sales themselves represented a 0.995 
fall, after a 2% rise in January. The slip 
in retail sales over the two months fol- 
lows a 1.1% rise in private consumer 
spending during the December quar- 
ter. Total real private investment fell 
4% during the December quarter. This 
figure includes an 8.1% decline in in- 
vestment on equipment. In addition, 
total public investment was estimated 
to have fallen by 5?5 during the period. 

The government's strategy with the 
1983-84 federal budget was to bolster 
the overall level of government spend- 
ing in an attempt to stimulate the pri- 
vate sector. The thinking was that new 
private-sector investment would take 
over, enabling government spending 
levels to be cut in the 1984-85 budget, 
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the. administration! sof President 
Ronald Reagan making more funds 
available for poor nations — that 
would not be a popularmove, domesti- 
cally, in an election yedr. 

Bank sources said'a large part of the 
IDA-7 funds would be used for sub- 
Saharan Africa. India, which obtained 
40% of the IDA-5 funds and 34% of the 
funds available under:the sixth re- 
plenishment, is expécted to take a 
further cut. In fiscal. 1984, ending in 
June — a transitional year between the 
sixth and seventh replenishments — 
India's share dropped to 28% of total 
IDA funds, while China. took 12%. It 
has been decided that India and China 
together should not obtain more than 
40% of IDA funds. Ernést Stern, senior 
vice-president of bank operations, re- 
cently said: "China expects its share to 
grow from the current 12% and so do 
we. So India's share will decrease 
below 28%.” 


mem A'STRALA 


since the private sector would be tak- 
ing up the slack. 

Although private-sector investment 
is likely to remain subdued for the time 
being, the authorities are still keen to 
rein in the federal budget deficit, and 
officials have forecast that the budget 
deficit for the 1984-85 fiscal year is 
likely to be A$7 billion — and could be 
higher, since government receipts are 
likely to fall below budgeted levels. 

The slow economic recovery is also 
likely to provide the authorities with a 
higher-than-expected unemployment 
level. Unemployment rose to 9.5% in 
April from 9.3% in March and there 
are doubts as to whether this can be re- 
duced before unemployment levels rise 
further in 1984 owing to seasonal fac- 
tors (new school leavers hitting the job 
market during the December quarter). 

Despite a sluggish manufacturing 
sector, there has been an encouraging 
improvement in the balance of pay- 
ments, as low new investment levels 
cut domestic demand for imports, 
while exports remained strong. During 
April, an A$424 million trade surplus 
was registered, taking the total trade 
surplus so far for fiscal 1984 to A$623 
million — a dramatic turnaround from 
a trade deficit of A$979 million in the 
comparable period in 1983. The trade 
surplus was largely a result of a sharp 
(24%) fall in imports during April, 
since exports rose by only a marginal 
4%. Exports have risen 15% so far this 
fiscal year, while imports have in- 
creased by only 5%. 

Meanwhile, the deficit on net invisi- 
bles has continued to rise, reaching 
A$5.4 billion for the first 10 months of 
the 1983-84 fiscal year, a sharp in- 
crease on A$4.3 billion in the previous 
corresponding period. | — BRIAN ROBINS 
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Singapore’s latest wage-rise recommendation barely 
covers a sharp increase in the cost of living 


By Lincoln Kaye in Singapore 
ingapore's semi-official National 
Wages Council (NWC) has recom- 

mended a 10-12% pay increase for the 
coming year. Spokesmen ascribed the 
rise to high gross domestic product 
growth, which accelerated from 7.9% 
in 1983 to 9.9% in the first three 
months of this year, according to re- 
cent official figures in a quarterly sur- 
vey. Productivity in the first quarter 
stood at 7.4% — commendable, but not 
enough in itself to justify a double- 
digit pay increase. 

The quarterly survey showed dou- 
ble-digit inflation — for the three 
months to end-March, the consumer 
price index (CPI) rose at an annualised 
rate of 8.6%. The annualised rate of in- 
crease was even steeper around the 
turn of the year: 11.1% for the three 
months to end-January and 13.3% 
during the three months to end- 
February. 

Such inflation rates have not been 
seen in Singapore since the oil shocks 
of the 1970s. In 1983, the republic's in- 
flation was the lowest in the region, at 
just 1.2%. But if prices were to con- 
tinue to rise at the January and Feb- 
ruary rates, the NWC guidelines would 
translate into a decline in workers’ 
purchasing power — a real wage cut, 
rather than the “extremely generous” 
increase it was touted as by an em- 
ployers' representative. 

The latest surge of inflation takes its 
worst toll on precisely the blue-collar 
workers at whom the NWC guidelines 
are aimed, since the cost increase for a 
representative "downmarket" basket 
of goods and services now outstrips 
that of its “upmarket” counterpart, in 
a reversal of long-standing trends — 
inferred from the government's re- 
cently released 1982-83 Household 
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Expenditure Survey, on the basis of 
which was devised a new CPI calcula- 
tion that became the official standard 
as of March. 

The CPI compares over time the cost 
of a basket of goods and services that is 
supposed to typify the population. 


Every five years, the make-up of the . 


basket is revised to reflect the chang- 
ing economic characteristics of the 


public and its shifting consumption. 


patterns, on the basis of periodic | 


household expenditure surveys. The 
1977-78 study focused on families 


whose monthly spending was up to - 


$$1,500 (US$713). 


At that time, 87% of the republic's - 


households fell within that bracket, 


but nowadays the same range would - 
embrace only about 65% of a represen- — 


tative sampling, according to govern- 
ment figures. The 1982-83 survey ex- 
tended its coverage to include house- 
holds spending up to $$3,000 a month, 
thereby ostensibly including 91% of 
Singapore's homes. The results showed 


expenditure patterns slightly altered | 


and the CPI basket was redesigned ac- 
cordingly: the proportion of Singapo- 


reans' expenditure devoted to food was | 


reduced by 6%, while clothing, hous- 


ing, transport and leisure activities — 
and 1.6% — 


were up 1.1%, 0.3%, 2.5% 
respectively. 


ore significant than the revised 


weighting pattern was the 


changed composition of the basket. - 


Items such as video-cassette recorders, 
overseas holidays and fast-food bur- 
gers made their CPI debut. Brandy, 
club dues, amahs and condominiums 
figured more prominently. In general, 
the official CPI basket nudged notice- 
ably closer to the expatriate cost of liv- 
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co as consistently cruised well | 
B^ ove the CPI. In 1983, it registered a 
2.9% increase, while the CPI went up 
only 1.2%. 
But for the first few months of 1984 
the relationship was reversed — the E- 
€ ZOLI and the new CPI showed in- 
creases less disparate than that of the 
old CPI. Since the old index arguably 
still reflects the shopping experience 
of the bottom 65% of Singapore's in- 
come distribution, the two parallel 

‘PIs offer a rare quantitative glimpse 
P nto the distributional aspects of infla- 


AUI. 

















































. The message seems to be that, this 
time around, as inflation picks up, its 
is den shifts downwards on the in- 
ome scale. And that has telling impli- 
cations for anyone paying or receiving 
a factory wage in 
Singapore. 
— As for how long the 
ir lationary upturn 
k fill last and which 
segment of the popula- 
tion it will affect most, 
the answer seems to lie 
th the government 
itself, since the shar- 
pest price rises are 
largely — state-gener- 
ated. The first-quarter 
> vey tended to dis- 
s the sudden infla- 
t tionary spurt as a pro- 
duct of the Chinese 
New Year spending 
) and Malaysian 
floods, but both these 
circumstances have re- 
'urred regularly with- 
ut any such dramatic 
'ffects before. 
A more plausible 
e planation is offered 
the 1983 economic 





survey released in 
March: ". . . the in- 
crease in consumer 
prices was ... due to 


domestic factors such as higher taxes 
cigarettes, petrol and cars, in- 
eased charges on health care and 
sducation . . . most of these items were 
sified under the ‘miscellaneous’ 
group. " Among the sub-indices which 
ce up the CPI, the “miscellaneous” 
g or oup continued to show the fastest in- 
crease over the first three months of 
1984, growing at an annualised rate of 
14% to account for nearly a third of the 
¢ quarterly surge in overall inflation. 
The sub-index for food shot up 9.495, 
which made for nearly 48% of the 
quarterly CPI increase. Malaysian 
crop damage and holiday delicacies 
might account for part of this rise, but 
. so must the abrupt price increases for 
domestic produce, which climbed by 
. 11.3% from March 1983 to March 1984. 
. This reflects government initiatives to 
wipe out what is left of Singapore's ag- 
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"Other? ta 
a greater toll on lower-i ncom 
poreans, who depend more on the 
domestic economy. Sales prices and 
rentals for public housing have con- 
tinued to soar at the same time that the 
bottom has fallen out of the glutted 
private property market (FOCUS, 
REVIEW, 8 Mar.). 


recently introduced automatic 
fare-collection system has meant 
effective fare increases for public 
transport. Such items loom larger in the 
working-class consumption basket, as 
reflected in the old CPI. Butthe E-COLI 
and the upmarket new CPI have a 
higher import content and thus benefit 
more from the strong local currency. 
If “downmarket” inflation stays 


=-= New CPI* 


1979 1980 1981 
t Normalised on 1978 as a base year, for comparability 


* New CP! weightings applied to original sub-indices for food, clothing. transport and misc. 
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high enough to trim back drastically or 
even wipe out, in real terms, the nomi- 
nal 10-12% wage increase mandated 
by the NWC, the government faces a 
Hobson's choice. It can: 

» Hold to the guideline, thereby ag- 
gravating an already acute labour 
shortage. This could mean a palpable 
erosion of living standards, which 
could prove politically costly in an 
election year. 

» Let individual firms overstep the 
guidelines in their newly decentralised 
contract negotiations (REVIEW, 17 
May). This could undermine the pre- 
stige of the NWC and the ruling party— 
affiliated National Trades Union Con- 
gress. With the official grip on wages 
loosened, Singapore would run more 
risk of pricing itself out of the market 
for foreign plant investment relative to 
its cheap-labour Asean neighbours. 
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find it asier in thes short rur 
government-induced inflation to suit 
the wage targets rather than vice versa. 

Already, more moderate increments in 
public-housing costs have been set for 
the coming year. 

The Singapore dollar has continued 
to hold firm or appreciate against all 
major currencies. But the Monetary 
Authority of Singapore's long-stand- 
ing squeamishness about  "inter- 
nationalising" its currency (REVIEW, 9 
Feb.) has left the pool of offshore 
Singapore dollars small enough for the 
quasi-central bank to "lean against" 
any shifts in the exchange rate without 
even denting its ample reserves. 

Those reserves — or at least the dis- 
closed portion, which is widely viewed 
as the tip of a far more substantial 
iceberg — stood at $$19.8 billion or 

230% of the M1 money 

supply, as at end 1983. 

Nor has inflation been 

accompanied by any 
$ ballooning of the 

money supply since 
then. In fact February, 
the month of steepest 
price increases so far, 
saw marginal contrac- 
tions of both M1 and 

M2 (to S$8.4 billion 

and $$25.6 billion re- 

spectively). 

The trade balance 
has not suffered great- 
ly either from the 
strong currency. Ex- 
ports still comfortably 
exceeded imports over 
the first two months of 
this year, albeit by a 
slightly narrower mar- 
gin than previously 
(16% over January- 
February, compared 
with 22% for the cor- 
responding months of 
1983). This shift must 
be ascribed to the rela- 
tive  costliness of 

Singapore dollar—priced goods inter- 
nationally rather than any inflation- 
induced change in local spending. 

Most Singaporeans’ marginal pro- 
pensity to consume (the proportion of 
income they choose to spend rather 
than save) is restrained so far below its 
“natural” level as to be virtually im- 
mune to price increases, since 43% of 
earned income perforce goes to the 
state-run pension plan. 

The wholesale price index, often 
considered a barometer of inflation in 
larger and more integrated economies 
than Singapore's, remained on an even 
keel throughout the CPI upturn. This 
reflects the absence of direct state- 
pricing and the overwhelmingly high 
import content of industrial inputs, 
plus the near-total divorce of Singa- 
pore’s industrial output from its con- 
sumption mix. oO 
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At Canon we're very particular about the images our products put on paper. 
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San Miguel's political potential may be tapped 


Beer and coconut milk 





By Christopher Wood in Manila 


The most noteworthy feature of San 
Miguel Corp.'s annual general meeting 
on 8 May, the first since the death of 
former chairman Andres Soriano Jr in 
March, was the absence of new chair- 
man Eduardo Cojuangco, a close asso- 
ciate of President Ferdinand Marcos 
and, in the opinion of many, a future 
presidential candidate. Instead, the 
meeting was chaired by Soriano's 32- 
year-old son, Andres Soriano IMI. 
Cojuangco's not turning up — the official excuse was long- 
standing previous engagements — probably marked a de- 
liberate decision to adopt a low profile in the hope of reas- 
suring shareholders of a future hands-off approach to San 
Miguel, traditionally the preserve of Filipino families 
of Spanish inheritance and until now completely free 
from the so-called crony capitalism practised under 
Marcos. 

That was sound 
logic. Potential ten- 
sion looms large at 
San Miguel  be- 
tween an officer 
corps fiercely loyal 
to the Soriano 
family which has 
run the company, 
founded in 1890, for 
two generations 
and the new power 
base established by 
Cojuangco — a man 
known not only for 
his political and 
military clout on 
account of his close 
links with Marcos 
and his own sizable 
private army, but 
also for his im- 
mensely powerful 
business empire of 
which the beer and 
food giant now 
forms a key part. Of mixed extraction, Cojuangco 
is a sort of latterday conquistador in a Spanish do- 
main. 

The fear is that San Miguel could now be used for politi- 
cal ends, precisely the concern the new chairman is doing 
his best to play down, both by his low-profile posture — a 
stance traditionally favoured anyway by Cojuangco — and 
by not interfering for the moment in the management of the 
company. But whatever his real intentions, San Miguel is 
now part of the political equation in the Philippines, with 
all the potential risks and uncertainties that entails. 

That might seem unexceptional in a country where gov- 
ernment and big business often are closely interlinked. But 
for San Miguel it is a new and unsought departure. Enjoy- 
ing a virtual monopoly of the still-growing Filipino beer 
market, and with a record of successful diversification into 
other products such as ice cream, soft drinks and food, San 
Miguel is proud of its tradition of remaining untainted by 
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San Miguel's new head office complex: prospering while others struggle. 





politics Filipino-style, an achievement all the more impres- 
sive in view of the sheer importance of its contribution to 
the national economy. 

Employing more than 18,000 people, not including the 
7,000 who work for 70% -owned Coca-Cola Bottlers Philip- 
pines, the company is the country's largest employer and 
taxpayer. (Those 7,000 used to appear as part of San 
Miguel's own workforce until around 1981, when San 
Miguel moved to part-ownership of Coca-Cola Bottlers. 
Recession also has resulted in a trimming of the workforce.) 
San Miguel reckons it and related businesses contributed 
around 4% or P4 billion (US$286 million) of total national 
revenue in 1983 in tax and dividends. About 200,000 deal- 
ers sell the company's numerous product lines and San 
Miguel estimates that more than a million people derive 
their livelihood from the operations of this network. 

Moreover, San Miguel continues to prosper when many 
other Philippine companies are struggling for survival. The 
year-end figures for 
1983 bear testimony 
to this. Net income 
was up 30% to 
P403.6 million on 
sales up 18% to 
P6.46 billion. In 
1965, the year in 
which Andres Jr 
succeeded his father 
Don Andres, net in- 
come was P35.1 
million on sales of 
P348.6 million. By 
Philippine stand- 
ards, San Miguel's 
balance-sheet is not 
unhealthy either. At 
the end of 1983, the 
debt:equity ^ ratio 
stood at 1.46:1, but 
this included US$85 
million drawn down 
in mid-1983, being 
the last portion of 
a US$300 million 
syndicated loan 
fixed in 1980. The decision to draw it down correctly antici- 
pated the financial crisis and the resulting ban on foreign 
loans. (Excluding this, thedebt:equity ratiostandsat 1.1:1.) 


market and, as a result, the May annual general meet- 

ing authorised the issue of P1 billion of long-term com- 
mercial paper which may be used to restructure short-term 
commercial paper issued in 1983. Otherwise, P3.4 billion of 
San Miguel'stotal foreign-currency borrowings of P3.5 bil- 
lion is hedged against further peso devaluations through 
forward-cover arrangements with the Central Bank of the 
Philippines. 

Earnings growth seems set to continue — sales in the first 
quarter of this year were up over the comparable 1983 
period, despite the country's severe economic problems. 
But what now worries many is whether the successful giant 
might, as one stockbroker put it, be “milked” for political 
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J future, San Miguel plans to tap the local money 
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the local invest- 
ment community, 
that makes San 
Miguel — listed on 
the Manila and 
Makati stock ex- 


longer the blue- 
chip . investment 


Miguel. 

This politicisation was unavoidable following the link 
with Cojuangco. Whatever his goal, and the present shun- 
ning of publicity might be as much tactical as personal, the 
chairmanship of San Miguel, plus Cojuangco's other power 
bases, most notably the United Coconut Planters Bank 
(UCPB), of which he is president, make a formidable com- 
bination. One observer commented: "If he has presidential 
ambitions I think he is going to use all the leverage he has 
and that might well include his position in San Miguel." 
San Miguel converts into political power for Cojuangco not 
only through the scale of its contribution to the national 
economy but also through its extensive distribution net- 
work in the provinces. The local San Miguel man in a re- 
mote area is an important figure in the community. 
Cojuangco's powers of patronage are thus enormous. 

Such fears are played down by San Miguel employees, 
many of whom are of Spanish descent and whose families 
have worked for the company for generations. There is an 
understandable desire to heal the rift that followed open 
feuding last year when cousins AndresJr and Enrique Zobel 


fought out a bitter proxy war for control (page 66). The re- 


sult of that battle between two equally strong-minded indi- 
viduals, each determined to get his own way, was unfortu- 
nate for both. Zobel retired with a dealing profit but also 


- with an end to his and his family’s long association with San 


Miguel and much ill feeling directed against him. Soriano 
was forced to accommodate the arrival of Cojuangeo, who 
stepped in to fill the breach after buying Zobel's estimated 


20% stake. 


Behind Cojuangco's purchase lay a premeditated strategy, 
doubtless agreed to by Soriano beforehand in his an- 
xiety to avert the Zobel challenge. This took the form of the 
agreed purchase by San Miguel and related parties of P500 
million in UCPB non-voting preferred shares, convertible 


. at par (into 39% of UCPB's present capital) and non trans- 
- ferable for five years. In return, Cojuangco agreed to assign 


Soriano as proxy over his (formerly Zobel's) holding for 


- five years. As a result, Soriano was made vice-chairman of 


UCPB while Cojuangco got five seats on an enlarged 15- 
member San Miguel board and the vice-chairmanship him- 
self. 

Still worried about his health following an operation for 
brain cancer in 1982, Soriano subsequently arranged for 
the drawing-up of a voting-trust agreement. This was an- 
nounced on the same day in December 
that saw the largest share transaction 
ever in the Philippines, when about 30% 
of San Miguel's equity changed hands in a 
cross deal valued at P1.66 billion. Pur- 
chasers of the shares were companies 
formed by the previous owners of these 
shares. These companies then committed 
the shares to trust for five years renewa- 
ble thereafter, the essence of the voting- 
trust agreement. The shares represented 
those held by Soriano and the block hold- 
ings of other wealthy Spanish families 
and others sympathetic to retaining the 
status quo, such as the company's pension 
scheme which owns about 7% of the equity. 

The transaction was agreed to by the 
owners of the shares and Soriano as a 
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* Including property revaluation. 


"that it once was. The shares are now trading at levels well 
- below those at the time of the recent proxy fight in San 
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protection. One 
insider involved in 
the deal com- 
mented: “Soriano 
arranged this on 
the outcome of the 

Cojuangco buy-in. 

It was a protection 

of the present sys- 

tem.” Cojuangco 
was not involved though he was in “full agreement" with it, 
according to this source. l 

With the backing of the voting trust behind him and 
Cojuangco's own transfer of proxy for five years, in return 
for the San Miguel investment in UCPB, Soriano's position 
was considerably strengthened with voting control over 
more than 50% of the equity. Besides stressing the need for 
continuity of management at San Miguel and an end to 
further boardroom disputes, which have plagued the com- 
pany in recent years, the voting trust also lists among its 
objectives a clause relating to UCPB. 

This is aimed at "protection of the equity investment of 
[San Miguel Corp. — SMC] in the [UCPB, thereby further. 
strengthening] the stability and viability of UCPB. To- 
wards that end, there shall be active mutual assistance and 
cooperation between SMC and UCPB to maximise the 
synergy between UCPB's financial expertise and resources 
and the commercial, manufacturing and agro-industrial 
strength of SMC, consistent with SMC's contractual commit- 
ments and social responsibilities towards the community. " 


ehind the legalese is a clear statement that San 

Miguel and UCPB will increasingly work together, a 

prospect which again must diminish prospects of a fu- 
ture completely apolitical San Miguel. Indeed, a cynic 
would note the irony of the qualifying clause which talks of 
"social responsibilities" in the context of UCPB, which 
built the rapid growth of its asset base on the controversial 
and now abandoned coconut levy, whereby the Philippines' 
1.3 million direct coconut farmers — the industry is the 
biggest employer in the country — were forced to pay depo- 
sits into the UCPB, interest free. 

As important, in view of Soriano's death (in Madrid), was 
another clause. This states that in the case of death of the 
trustee, the trustors shall elect a new trustee who shall 
"suitably" fill the vacancy. Although no such decision has 
been announced, the REVIEW learns that the trustors did in 
fact meet and elected Cojuangco and Soriano's eldest son 
and chosen successor Andres III, as joint trustees, a formula 
which only defers the real issue. Still, the Soriano camp 
draws comfort from another clause which states that any 
person elected as trustee is authorised to act “in all respects 
as if originally named herein." 

For his part, Cojuangco is also happy not to rock the boat 
for the time being. Although elected chairman of San 
Miguel following Soriano's death, already he has acted to 
calm the fears of both employees and shareholders. First 
was the decision to make Andres III both* 
president and chief operating officer, de- 
spite his relative youth and lack of experi- 
ence. Second, and more important, was 
the formation of an executive committee 
to which was transferred some of the 
powers of the chairman and chief execu- 
tive officer, Cojuangco. 

According to the official announce- 
ment, this initiative was personally re- 
commended by Cojuangco, based both on 
his and on Andres III's relatively brief ex- 
perience with the company. The commit- 
tee consists of Cojuangco, Andres III, 
vice-chairman Ernest Kahn, who is near 
retirement, and Jose Antonio Garcia and 
Francisco Eizmendid, who have been 
running the day-to-day management in 
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Ursua, Cojuangco's main financial henchman at UCPB, 
who seems to have the job of the day-to-day running of San 
Miguel. ! 

Those loyal to traditional Soriano management draw 
confidence from this and the company has operated appa- 
rently smoothly under this regime since Soriano's death. It 
would seem both a sensible and shrewd arrangement. By 
making a show of his readiness'to delegate to those who 
have been running the show for years, Cojuangco avoids 
testing the loyalty of employees, many of whom undoubt- 


edly view him with deep suspicion, though they would 


never publicly admit it. (Cojuangco has in the past shown 
himself well-versed in generating loyalty. During the anti- 


- Marcos riots in Makati after the assassination of Benigno 


Aquino, for example, Cojuangco assembled the UCPB staff 
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bonus for each member of staff. Thus is loyalty born.) 

Examples of the Cojuangco “synergy” are already be- 
coming apparent, meanwhile, between UCPB and San 
Miguel. UCPB was the selling agent for commercial paper 
issued by San Miguel last year whereas Soriano group com- 
panies have traditionally received business of this kind. 

The Cojuangco faction at the annual meeting was repre- 
sented by Ursua and the other main Cojuangco man on the 
San Miguel board, Jose Concepcion. Now San Miguel's cor- 
porate secretary (a significant move in terms of Cojuangco 
appointing his own men to key positions), Concepcion is 
also a director of UCPB. A lawyer who is said to be the 
strategic legal brains behind many of Cojuangco's man- 
oeuvres — one observer described him as "in on every deal" 
— Concepcion is an important if, like everything else con- 
nected with Cojuangco, shadowy figure. 








Profit with honour— 


but honour profit 


From its dominant 
beer business, San 


Miguel has  ex- 
panded over the 
years into other 


product lines. First 
came soft drinks in 
1922, ice cream in 
1925 and then in 
1927, the company 
became the Philip- 
pine bottler of Coca-Cola. Further ex- 
pansion occurred in 1937 with the set- 
ting up of a packaging operation which 
now fulfils the container needs of San 
Miguel and many other companies. In 
1953 came the first thrust into agribus- 
iness, with the establishment of a feed 
E using spent grain from the firm's 
rewery. 

Agribusiness remains today the 
major area of expansion, complement- 
ing current Philippine Government ef- 
forts to promote rural employment and 
food self-sufficiency. From manufac- 
turing a wide range of animal feeds, 
San Miguel has expanded into experi- 
mental hybrid corn-seed development, 
production of green coffee — the first 
commercial harvest was in November 
1983, with yields above projections 
— dairy farming and shrimp cul- 
ture. 

The last is a pet project of Eduardo 
Soriano, the second of Andres Soriano 
Jr's three sons, all of whom work for 
the company. Through a tie-up with a 
Taiwan firm which supplied the tech- 
nology, San Miguel claims to be har- 
vesting shrimps, seen as an export 
growth market, at 16 times the na- 
tional average. 

Eduardo has just been made a direc- 
tor and is the most junior member of 
the board. The third son, Carlos, works 
in the export division and is an assist- 
ant president. One close friend of the 
family described Carlos as having in- 
herited the charisma of his father and 
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grandfather, combined with their ag- 
gression. 

By contrast, Andres III tends to be 
viewed as the proverbial nice guy — 
not necessarily the right quality when 
it comes to any future boardroom 
showdown — and someone who also 
lacks basic enthusiasm for the busi- 
ness. He will also be handicapped by 
the relatively short time he has spent in 
the Philippines in recent years — he 
spent most of his time running San 
Miguel's Hongkong operation. (Prior 
to that posting he was educated in Bri- 
tain and the United States, as were his 
brothers.) 

Agribusiness and exports are seen as 
the two main growth areas outside San 
Miguel's mainstay businesses, though 
the profits have yet to come through. 
The company reckons to have invested 
more than P220 million (US$15.71 
million) in five current agribusiness 
projects and plans to spend another 
P140 million in the next five years. 

In exports, San Miguel has become 
an accredited export producer, for 
example of furniture and garments. It 
exported US$32 million worth of 
goods in 1983 — against imports worth 
around US$65 million — and targets 
exports of US$60 million by 1985. Pro- 
gress will depend on resolution of the 
current economic crisis. 

For, though textbook theory would 
suggest that the company should profit 
handsomely in export earnings from 
the severe depreciation of the peso, ex- 
porters face the problem of getting 
hold of the dollars needed to produce 
products for export. This may mean in 
practice having to concentrate on a re- 
stricted number of lines. On the im- 
porting side, San Miguel stocked up 
with malt in 1983, placing orders be- 
fore the peso devaluations. Future im- 
port requirements should be given 
priority by a government in need of 
San Miguel's tax revenue. 


In its continuing drive into agribusi- 
ness and exports, San Miguel likes to 
stress its slogan of "Profit with Hon- 
our," the message being that San 
Miguel is maximising its own earnings 
opportunities while also fulfilling na- 
tional goals such as increased exports, 
increased rural employment and the 
promotion of food self-sufficiency. 
Much also is made of the acclaimed 
"synergy" between agribusiness pro- 
jects and the company's traditional 
lines. 

Such diversification seems sensible 
as long as the traditional lines are 
strong. Problems at San Miguel's com- 
petitor, Asia Brewery, could conceiva- 
bly lead to a buy-out by San Miguel, 
given the common government con- 
nections of Asia Brewery head Lucio 
Tan (a so-called crony of President 
Ferdinand Marcos) and San Miguel 
boss Eduardo Cojuangco, though San 
Miguel currently would have no use for 
the extra capacity, having opened its 
third brewery in 1981 in San Fer- 
nando, Pampanga, in central Luzon. 

But the most bullish point about San 
Miguel is that it is far from saturation 
in the key beer market. The market will 
expand with the development of the 
provinces, where today many people 
still drink hard liquor, which is 
cheaper than beer. A bottle of gin, for 
example, costs as little as P10, whilea 
local distilled spirit known as lam- 
banog is even cheaper. 


— key element in the future 
growth of the beer market is elec- 
trification and the government's con- 
tinuing programme to put the whole 
country on the national grid. Put sim- 
ply, where electricity goes so does San 
Miguel, because of the refrigeration 
facility. Backing this up is a national 
San Miguel network of almost 200 
sales offices and a fleet of 2,000 vehi- 
cles, backed by a chain of command 
under which every remote warehouse 
has to come up with its own sales 
targets. 

This makes San Miguel a powerful 
and visible presence in the provinces, à 
point of both economic and potential 
political significance. One company 
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Concepcion is a partner in the well-connected law firm 
Angara, Concepcion, Regala and Cruz (known as Accra). 
Ironically, this firm also has worked in the past for the 
Soriano side through another partner and also San Miguel 
director Raul Rocco. It is thus associated with both fac- 
tions, a happy position providing there is no fallout. In the 
meantime, it is not surprising that Accra withdrew early in 
1983 from handling work dealing with the group connected 
with Zobel. 

UCPB's rapid growth already has made it the Philip- 
pines' second-largest bank in terms of assets and, with na- 
tural access to the country's million-plus coconut planters, 
despite the abandonment of the levy, the link provides San 
Miguel with an obvious means to make further inroads in 
the provinces, where it sees the growth of its customer base. 
UCPB also enjoys a reputation for aggressive deal-orient- 
ated management, which some argue will give a new lease 
of life to San Miguel, where management is very much 


_ bound by the traditional way. The bank recently embarked 


on a series of acquisitions of small rural banks and also is 
entering the insurance business. 

San Miguel's own accounts never contain a breakdown 
between divisions. The company says it does not have to do 
this under local reporting requirements — so why give 
away information to competitors? The same explanation is 
given for the general lack of information contained in the 
accounts. Still, beer clearly remains by far the dominant 
contributor, providing perhaps as much as 60% of revenue. 
San Miguel's only competitor, Asia Brewery, set up in 
January 1982 by so-called Marcos crony Lucio Tan, has 
only about 4*5 of the market, according to independent es- 
timates. Prior to that, San Miguel had not faced a com- 
petitor in beer since 1947, The fact that Cojuangco has suc- 
ceeded in breaking into San Miguel, a Filipino using his fi- 
nancial muscle to exploit a feud between key symbols of the 
patrician Spanish class, only adds to his star politically. JJ 


executive commented: "San Miguel 
has integrated itself into the coun- 
tryside. In the outlying areas it is seen 
as a rural entity." 

Demographic factors also favour 
San Miguel. Currently growing at 
2.7% a year, more than 45% of the 
Philippines’ population is under the 
age of 15. That must be good news for 
future beer sales, whatever the conse- 
quences for the national economy. An 
additional factor noted by company 
executives is the relatively small 
number of Filipino women who cur- 
rently drink. 

san Miguel’s other main strong 
points are Coca-Cola and the ice- 
cream and other dairy products which 
come under the Magnolia brand. In 
cola, San Miguel has won back market 
leadership from Pepsi-Cola since es- 
tablishing the 70%-owned joint ven- 
ture, Coca-Cola Bottlers Philippines. 
It now estimates its market share at 
60%, compared with Pepsi's 40%, 
whereas three years ago the position 
was more than reversed, with Pepsi 
having 69% of the market. 

Since then Pepsi was found to have 
been falsifying sales figures in the 
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Philippines, as well as in other coun- 
tries, which led to executive resigna- 
tions. Coca-Cola Bottlers made more 
than P50 million in 1983 on sales of 
P1.8 billion. Another joint venture, 
Philippine Dairy Products Corp., es- 
tablished in 1981 between San 
Miguel and the New Zealand Dairy 
Corp., produces butter, margarine and 
cheese. More recently, San Miguel has 
expanded into a wide range of fruit 
juices. 


S^ Miguel now has more than 50 
product lines. This formula is very 
much the result of Andres Soriano Jr's 
management style. Unlike his father, 
"The Colonel," who ran the company 
in a very personalised and autocratic 
style, he saw that sheer size necessi- 
tated departmentalisation and delega- 
tion to complement increasing diver- 
sification. This, when combined with 
his ability to get on with staff at all 
levels and inspire loyalty — a mix of 
genuine personal affection and respect 
symbolised by his widely used title, 
"Mr Andy" — made San Miguel the na- 
tional institution it is today. 

The question on everyone's minds is 





whether this will change under the 
new regime. Ostensibly, nothing has 
altered except that a Soriano is not 
chairman. But the history of com- 
panies which have been brought into 
the camp of the present administration 
is not a happy one and, whatever the 
protestations of the present manage- 
ment that they are being left alone, San 
Miguel represents a big prize, which 
any politician would find tempting. 
And Cojuangco is a politician. 

' That is to put aside the question of 
whether, as some have speculated, 
money associated with Marcos was 
also involved in the Enrique Zobel 
buy-out. If that was the case, then fears 
of political contamination are even 
better founded. In these circumstances 
it is hard to see what a raw 32-year- 
old, with little practical experience of 
in-fighting, Filipino-style, can do. The 
most likely verdict must be that 
Cojuangco, even if he is in no hurry to 
throw his weight around, will use San 
Miguel for his own ends when it suits 
him. Operating from a position of com- 


mercial, political and military 
strength, he can afford to wait. 

— CHRISTOPHER WOOD 
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Blood is not always 


thicker than water. ' 
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The proxy fight 
waged in 1983 
between ~ cousins 


Andres’ Soriano Jr 
and Enrique Zobel 
for control of San 
Miguel was so bit- 
ter that neither was 
prepared to com- 
P omise. But it ended in a way that 
neither could have relished: it left San 
Miguel in the camp of Philippine Presi- 
dent Ferdinand Marcos. 

_ Ostensibly, the fight had its origins 
a March 1982 board resolution 
 delegating certain powers to execu- 
pes to run the firm, a move made 
necessary by Soriano's frequent ab- 
5s ences for cancer treatment. In fact, 
"tensions had been brewing for years as 
Zobel and Soriano, close friends in 
xeir youth but later both running vast 
diversified business empires with con- 
E interests, were too big to share 
e same boardroom. 

. The confrontation was precipitated 
"when Zobel, then San Miguel's vice- 
chairman, filed a complaint with the 
- Securities and Exchange Commission 
and, among other demands, asked to 
see details of any contract signed 
pe more than P100,000 (US$7,140). 
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San Miguel's in- 
terests outside the 
Philippines are not 
consolidated in the 
parent company's 
accounts. Instead, 
they come under à 
Hongkong-based 
holding. company, 


Neptunia. Corp., 
100% owned by 


i San Miguel Corp. Until 1983 the own- 
hip structure was 80% San Miguel 
Fand 20% the Soriano family. This was 
- changed, it is understood, as a result of 
. last year's proxy fight and the buy-in 
— by Cojuangco interests. 
— By far the most important interna- 
. tional operation is Hongkong' s San 
di . Miguel Brewery Ltd. This is another 
J success story, especially as in Hong- 
= kong, unlike the Philippines, San 
. Miguel faces a highly competitive mar- 
a I ket with some 40 brands on sale. De- 
. spite this, San Miguel has a more than 
. 1096 market share, having successfully 
. established itself among the Hongkong 
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The sheer pettiness : of this ebnvinced 
many that what Zobel was really after 
was Soriano's job. 

Soriano had an operation for brain 
cancer in 1982 and many who were 
sympathetic towards the sick chair- 
man saw Zobel poised like a vulture, 
impatient to take over. For his part, 
Zobel undoubtedly was concerned, 
correctly as it turned out, about 
Soriano's health and the problem of 
succession given the relative inexperi- 
ence of his eldest son, Andres Soriano 
III; but his actions forced that issue. 

Zobel launched his attack in 
January 1983 when he bought out the 
San Miguel holdings of the giant Ayala 
group, of which he was then chief, plus 
his family’s holdings, giving him a 
stake of some 16%. That he had to act 
personally without his family’s sup- 
port is thought to reflect their own 
qualms about kicking a man — in this 
case a relative — when he was down 
and a general wish among the patri- 
cian Spanish community not to wash 
dirty linen in public. 

Returning from chemotherapy in the 
United States, Soriano was quick to 
respond — but at a punitive price. 
Zobel had paid P20 a share for his 
holding, but Soriano could now be bid 
up in what clearly was a proxy battle 
for control, peso for peso. The result 


its great to have a real 
friend in Hongkong 


Chinese as the Hongkong beer. The 
nearest rival, Carlsberg, has an esti- 
mated 12% share. 

Publicly listed since 1963 — minor- 
ity interests own 25% — San Miguel 
has had the strength to carry out à 
HK$200 million (US$25.6 million) ex- 
pansion programme, begun in 1980 
and now virtually complete. With a 
current capacity of 200 hectolitres, the 
Hongkong brewery reckons it has suf- 
ficient capacity until the year 2000. 

The company is also in good shape fi- 
nancially. The capital-spending pro- 
gramme — basically comprising new 
bottling and distribution facilities — 
has been paid for by a successful rights 
issue this year at 
HK$6.25 a share, 
raising HK$197 mil- 
lion. The net pro- 
ceeds were entirely 
used to reduce long- 
term borrowings 
drawn to finance the 
expansion program- 
me. The rights issue 
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share, more than P10 above the then 
market price. He subsequently bought 
another 3.5 million shares from other 
sellers happy to exploit the situation. 
Through these purchases, the Soriano 
family holdings, the San Miguel pen- 
‘sion fund and the holdings of old 
Spanish families, notably the Roxas, 
who were sympathetic to him, Soriano 
had control of around 25%. 

With the battle lines firmly drawn 
and both sides by now too committed 
to compromise — “it was a personal 
battle between two very strong- 
headed individuals,” commented one 
observer who knew them both — Zobel 
suddenly capitulated about a month 
later, selling out virtually his entire 
holding to interests associated with 
Eduardo Cojuangco, president of the 
United Coconut Planters Bank, 
(UCPB) for P25 a share. The deal went 
through the UCPB-controlled broker- 
age firm, Venture Securities Corp. 

That left Zobel with a quick in-and- 
out trading profit but little else to 
shout about. First, he had effectively 
wiped out the long-term holding in 
San Miguel of Ayala and his family, 
which represented not only a fine in- 
vestment and one which would cost à 
lot more to replace, but also a political 
power base. Secondly, he had appa- 
rently achieved nothing except to 
create an open rift in the board into 
which Cojuangco could step — a move 


has also restored the equity base of the 
company in proportion to the value of 
fixed assets employ ed. 

Earnings in 1983 were up 20% to 
HK$56.4 million on sales up 28% to 
HK$459.5 million. Earnings growth 
was lower, proportionally, than sales, 
largely because of a 77% increase in 
the government's excise duty and the 
higher cost of imported materials 
owing to the depreciation of the Hong- 
kong dollar. 

San Miguel faces the future with 
seemingly justified confidence, point- 
ing to its impressive earnings record 
and dominant market share. Also, 
since 1981 it has started brewing and 
distributing under licence the West 
German quality beer, Lowenbrau, 
which has about 2.5-3% of the market 
— in line with company expections. 
Otherwise, an exciting prospect is the 
potential of the China and Macau mar- 
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tional Spanish control of San Migue 
but also its apolitical status. ; 
Zobel's family apparently took a dim 
view of the whole exercise. Whether 
the move was connected or not, Zobel 
subsequently handed over the running 
of Ayala to a cousin, concentrating 
instead on the group's large interna- 
tional interests. Within the Philippines 
this left him with the chairmanship of 
the Bank of the Philippine Islands 
(BPI) — another victim of the affair, 
for BPI had been San Miguel's main 
banker. Now that prize is UCPB's. 

Quite what, then, was Zobel playing 
at? One observer blamed the whole af- 
fair on his "big mouth." For if the ar- 
guments had been confined to the pri- 
vacy of the boardroom it seems most 
unlikely there would have been such 
an outcome. Another argued that 
Zobel “either wanted in or out.” 

In other words, Zobel either wanted 
to run San Miguel or not to be any part 
of it. If the former option was not on, 
the latter had the advantage of allow- 
ing him to raise cash at a profit and get 
it out of the country before the de- 
valuations which were on the way. 
Certainly, what cannot be completely 
ruled out is that Zobel had simply 
taken a bearish view on the Philippines. 

The whole episode takes on an ironic 
light in view of Soriano's death just 
one year later. For his children would 
probably have been quick to turn to 
their uncle for advice. As it is, they are 
left to contend with Cojuangco alone, a 
much more daunting prospect. 

— CHRISTOPHER WOOD 





kets. Citing the developing market for 
consumer goods in China, chairman 
Andres Soriano III noted in his 1983 
annual statement that brewing was an 
industry in which China was showing 
interest. This has led to the exchange of 
production and marketing informa- 
tion between San Miguel and China, 
with a view to possible licensed brew- 
ing arrangements. 

In the Hongkong market there also 
remains room for growth in total cápa- 
city. Average annual consumption, at 
18 litres a head, is low by international 
standards — it is 140 litres in the Unit- 
ed States and 170 litres in West Ger- 
many. 

Outside Hongkong, San Miguel also 
has a 90% stake in an Indonesian bre- 
wery, PT San Miguel Indonesia, a 
much smaller operation than Hong- 
kong, as well as a trademark agree- 
ment with three breweries in Spain 
and a licensed brewing arrangement in 
Papua New Guinea, where San Miguel 
recently sold its brewery to the com- 
petitor. The reason: “Two breweries in 
a small market were killing each 
other," said one executive. 

Overall, the international side of San 
Miguel is entirely self-financing, pay- 
ing minimal dividends to the parent 
company. — CHRISTOPHER WOOD 
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By Guy Sacerdoti in Manila 


Eduardo M. Co- 
juangco Jr (48) is a 
controversial man, 
to say the least. His 
coconut empire be- 
came the subject of 
one of the most vi- 
triolic economic 
debates in a decade 
during late 1981. 
His close friend- 
ship with President Ferdinand Marcos 
and his unquestioned business acumen 
have frequently been cast by govern- 
ment critics as illustrations of crony- 
ism and political favouritism at its 
most rampant. 

Local political pundits frequenting 
Manila coffee shops constantly pass on 
rumours about Cojuangco's power re- 
lationships — how close he is this 
month to presidential aspirant De- 
fence Minister Juan Ponce Enrile, or to 
Marcos' powerful wife Imelda, or to 
armed forces chief of staff Gen. Fabian 
Ver — or whom he is currently sup- 
porting in various provincial political 
contests. 

During the recent campaign for the 
national assembly elections, rumours 
that he was supplying new automatic 
weapons to the local militia in his 
home province of Tarlac spread widely 
(though they were vehemently denied 
by provincial officials). And of course, 
business gossip always centres on what 
Cojuangco has targeted next for ac- 
quisition. 

How much of the talk is true or spe- 
cious merely adds to the mystery, be- 
cause Cojuangco is a very quiet man. 
He eschews the limelight, unlike most 
Filipino leaders, and avoids the press. 
He does not like meeting foreigners 
very much, unless they are directly in- 
volved in a business deal, and finds the 
need to defend his business style and 
economic theories to outside creditors 
repugnant. He is very much his own 
man: intelligent, confident and ruth- 
less when necessary. 

As with many of the country's most 
successful business scions, he comes 
from the old landed gentry — a family 
steeped in the pre-independence tradi- 
tions of the central Luzon hacienda 
(Spanish-style estate), where huge 
tracts of sugar and rice lands were 
ruled in feudal fashion. Powerful 
families not only managed the crops, 
paid tenant labourers and provided the 
social and economic infrastructure of 
everything from education to retail 
marketing, but also established pri- 
vate armies both to keep the peace in- 
ternally and to provide regional politi- 
cal muscle. 

After independence in 1946, the re- 
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gional oligarchs kept their economic 
and political positions intact, tho 


their fortunes fluctuated depending on 
who was in control of the national gov- - 


ernment at the time and how well they 
could get along with local governors. 


In Tarlac, one of the oligarchies which - 


grew to dominate the local scene dur- 
ing the 1950s and 1960s was a nexus of 
two prominent families strong in sugar 
and rice, the Cojuangcos and the 
Aquinos. It grew during the mid- to 
late-1950s as a result of the marriage 
between Cojuangco's cousin, Corazon, 
and the then highly acclaimed jour- 
nalist and political newcomer Benigno 
Aquino. 


The late opposition leader, assassi- — 


nated on 21 August 1983 as hereturned 
from three years in the United States, 
was propelled into politics as mayor of 
his home town of Concepcion and then 
as adviser in the presidential palace to 
two presidents with the backing, in 
part financial, of two Cojuangco 
cousins, Eduardo and Peping, the lat- 
ter being Aquino's brother-in-law and 
a congressman during most of that 
period. 


B: when the then senator Marcos 
made his move to become leader of 
the senate in the early 1960s, he con- 
vinced Eduardo to support him. And 


during the 1965 presidential campaign, - 


Marcos supported Eduardo to run 


against incumbent Peping Cojuangco. - 


Although the unknown Cojuangco as- 


pirant lost his first electoral battle, the © 


Cojuangco family feud had begun. 
Aquino had risen to be governor of 
Tarlac when Marcos took over the 
presidency in 1966 and was already 
Marcos' political enemy. Aquino tried 
to keep Tarlac's development movin 
while Marcos effectively cut provinci 
budgetary funds. But Aquino's close 
relationship with the US Agency for 


International Development allowed 


him to succeed for a time in funding 
projects. By 1969, Aquino, seeing the 
political writing on the wall in his pro- 
vince while at the same time eyeing na- 
tional politics — he felt he could fight 
Marcos better from the nationally 
elected senate — left the governorship 
and told his supporters it made better 
sense to support Eduardo, so budget- 
ary funding could be restarted. 

By that time, Eduardo had already 
managed to win his sought-after con- 
gressional seat and had solidified his 
personal relationship with Marcos. 
While he was not governor for long, his 
effective influence over provincial 
politics has been intact ever since. 

By thetime martial law was declared 
in September 1972, Cojuangco was out 
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military commander at the time, were 
instrumental in secret meetings de- 
signed to plan implementation of mar- 
tial law. In the committee, Cojuangco 
was allegedly the only civilian present 
without a formal government 
portfolio. The other civilian was En- 
rile. 

While martial law was in part de- 
signed to vanquish many of the old 
oligarchies, in fact many of them were 
simply replaced. With the coconut in- 
dustry affecting the income of an esti- 
mated one-third of the entire popula- 
tion of the Philippines — smallholders, 
middlemen, processors, retailers and 
exporters — it was the major industry 
in the country without centralised con- 
trol. A cooking-oil crisis in 1973, 
caused by high export prices, led the 
government to seek solutions which 
could permanently rationalise the in- 
dustry. Marcos used his decree powers 
to set up a levy system, the proceeds of 
which would be used as a subsidy for 
consumers. 

With high prices for the farmer, the 


QA... 


levy was accepted without much com- 
plaint, and with gradual increases it 
gave the government large amounts of 
cash for the industry's development. 
Marcos asked Enrile in late 1974 to 
look into a replanting programme, 
using higher-producing hybrid plants. 
Cojuangco obtained exclusive rights to 
grow these new coconut seedlings on 
an island off Palawan. At the same 
time, new minimum capitalisation re- 
quirements for banks left the opposi- 
tion Cojuangco clan's family bank in 
trouble. 

Cojuangco obtained the share option 
for buying the bank, and with Enrile's 
and Marcos' approval, used the levy 
funds to buy the bank and increase 
capitalisation to the required levels. 
He received 10% of the new shares free 
— and got a guarantee that he could 
manage the bank for at least five years. 
The old owners retained 27% of the 
total shares, while the other 90% of the 
new shares were to be held by the 
coconut farmers themselves. Thus the 
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tributing such a huge amount of share 
certificates, it was worked out that 
shares and voting rights would be held 
in trust, all decisions on how the bank 
was run deriving from the manage- 
ment group under the leadership of 
Enrile as chairman and Cojuangco as 
president. This became the form for all 
associated companies later formed as 
vertical integration of the industry be- 
came institutionalised — the United 
Coconut Oil Mills (Unicom) formed in 
1977 as the vehicle for buying up the 
majority of privately owned mills and 
marketing the coconut oil abroad, and 
United Coconut Chemicals which 
owns a government-sponsored coco- 
chemical plant soon to be completed. 


riticism of the system centred on 

the fact that while the farmer was 
supplying the capital for these acquisi- 
tions and investments via the levy, he 
had no decision-making power as to 
how the trust would operate and re- 
ceived no dividends except the limited 
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replanting that was undertaken along 
with some selective scholarship, insur- 
ance and other social benefits. 

There was no accountability to the 
farmer as to exactly how the levy was 
spent, and the farmer was unable to 
sell his shares, since they were held in 
trust. The system was legalised gradu- 
ally during this period by a series of 
presidential decrees. But when the 
price of coconuts fell drastically dur- 
ing 1981-83, the uproar from farmers 
and politicians, many of whom were 
Marcos supporters, forced Marcos first 
to revamp the system of determining 
the levy and then to scrap it entirely. 

While Cojuangco has moved to 
widen his economic influence to the ce- 
ment industry and some others, his 
business philosophy has remained 
based on his consolidation of the 
coconut empire. In a speech in January 
to the Rotary Club in Tarlac, 
Cojuangco outlined the principles 
guiding every one of his businesses: "It 
must benefit the Filipino . . . It must 
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a cooperative ate 
it shoul nder a 
guided capitalist system where profit 
serves as the primary incentive for pro- 
gress and growth." 

His theory of economic nationalism 
is simply that Filipinos should lead 
their own industries — some of the first 
oil mills purchased by Unicom were 
owned by foreigners. While Cojuangco 
believes in the concept of the coopera- 
tive, where everyone involved in an in- 
dustry has a share in the venture, he 
also believes that cooperatives usually 
fail because of poor management and 
slow growth. His idea is that a business 
"will be a cooperative in that it will 
take care of its membership. It will, 
however, be in corporate form which 
will have the dynamism, direction and 
growth potential of a corporation." 

As Cojuangco explains: "What we 
are espousing is a form of cooperative 
enterprise that is different from the 
cooperatives that were established in 
the past. In those cooperatives, the 
members invested their own capital. In 
the present one we are discussing, the 
membership does not contribute any 
capital. The only one who invests is the 
capitalist, or, if you wish, the oligarch 
who invests in the industry as a part- 
ner. 

Much of this resembles quite closely 
the structure of the old hacienda, ex- 
cept that instead of property bound- 
aries being the parameters of control, 
an entire industrial sector is included. 
To Cojuangco, oligarchies are not bad. 
But he believes that "before the forces 
of the economy can be harnessed, there 
must be an established oligarchy with 
a social conscience." He firmly adheres 
to the theory of "guided capitalism," a 
strong profit-minded management 
with government support, building 
companies with direct benefit to the 
population. Critics say this is mere 
crony capitalism with but a 
trickledown effect of relative benefits. 

Cojuangco has been successful be- 
cause he is a good manager, a creative 
business thinker willing to take risks, 
and is an exception to the typical so- 
called Marcos crony because he has 
tried to develop businesses that do in 
fact have the potential for bettering 
the lot of the many. It is perhaps one 
reason why of all the so-called cronies, 
he is the only one to date unaffected by 
the current economic crisis — most of 
the others have serious debt problems, 
have been taken over by government 
banks and corporations or have been 
simply foreclosed. 

It is also a reason why he is taken 
seriously when the topic of eventual 
Marcos succession is broached. While 
probably staying out of the limelight 
himself, he is likely to use his substan- 
tial economic and political power to 
shape events. And as his gradual in- 
crease in influence in San Miguel be- 
comes apparent, it will be interesting 
to see if his own management style 
rubs off on the corporate giant. 
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James Wong s Personal Financial Officer is just 
one of a team of experts of the Asian Banking 
Center ( ABC) — a network established by . 
Citibank in Singapore, Hong Kong and San 
Francisco to help individuals and businesses in 
Asia diversify their assets. 


Each Officer is just a phone call away and he'll 
tailor a package of financial services — all 
handled in the strictest confidence — to meet 
your specific needs, 

Youcan, like James Wong, deposit ina currency 
of your choice, arrange for credit facilities, 
including financing for your mortgage, or you 
may want to take advantage of our other 
services such as gold and silver investments, 
foreign exchange and transfer. of funds to any 
part of the world. 


Whatever your choice, you'll have the expertise 
of a bank that's been doing business in Asia for 
more than 80 years. And what's more, you're 


an overdraft in 
long Kong and final ed his rune in L.A— 
all can his Citibank ABC Of 


nade a deposit 


ICCT. 





backed by the world’s leading financial organiza- 
tion — Citibank, a subsidiary of Citicorp whose 
total assets exceed 135 billion US Dollars. 


Your Personal Financial Officer at the Asian 
Banking Center can put our network of 2500 
branches and offices in 94 countries to work for 
you. Get in touch with him right away. 


| Please send me more information on: 


D Asian Banking Center Singapore 
| C] Asian Banking Center Hong Kong 
| D Asian Banking Center San Francisco 








Country: — I. m 








| ————— — — — 
| 


Mail to: Asian Banking Center, Citibank. N.A. 
One Shenton Way, Singapore 0106. 









"SINGAPORE -HONG KONG - SAN FRANCISCO 


* Singapore: One Shenton Way. Singapore 0106. Tel: 224-5757 Telex: R 
* Hong Kong: Wheelock House. G:F, Pedder Street. C entra. 


e San Francisco: Citibank International. 44 Montgomery Street, 4D. F San Francisco, € 


R522462 CITTA BC or 268 Orchard Road. Yen San Building, Singapore 0923. Tel 732-2288. Telex. R 


CITIBAK O 


S446 CITABC. 


Hong Kong, Feb (5) 223-022 (or call our Hot-hne (51 299-166 7 loenquire about the nearest Citibank branch}. 


AS4104 US. A Tek (4151954-1072 :(415)9S4- 1101. Telex: 
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Inthat small 

élite of large, luxury 
limousines, can 

one car really be 


more exclusive than 
another? 


In status, 

probably not. 

In progress, 

most definitely yes. 


Can a luxury limousine, however expensive, 
actually be called exclusive, if technically it 
offers no more than other perfectly adequate 
cars? Evenif it perhaps offers that little bit 
more of everything? 

Furthermore: particularly when it comes to 
technology, shouldn't an exclusive car offer 
you that something special as well — the 
really unusual and progressive which you 
can't get anywhere else? 


BMW's belief: a claim to exclusivity without 
unusual and superior technology rings 


hollow. 

That's why the large BMWs have tradition- 
ally always stood for genuinely exclusive — 
and that means the most advanced and 
progressive — technologies. 

And it’s exactly these technologies, which 
differentiate them from the other one or two 
alternatives at the very top. So from the very 
beginning, BMW has always consistently 
and comprehensively exploited all the 
advantages of the very latest technologies. 
One illustration of this is the world's first 
computer-controlled engine, which BMW 
introduced back in 1979, and which improved 
engine performance, fuel consumption 

and emission levels by a previously incon- 
ceivable degree. 

And by 1980, long before other manufac- 


turers had come to recognise the benefits of 
advanced engine electronics, BMW had 
already introduced the 2nd. Generation of 
Digital Motor Electronics, which enhanced 
performance and running characteristics 
even further, whilst at the same time reducing 
consumption yet again. 

Another decisive and progressive advan- 
tage of this advanced system is that it contri- 
butes to even greater running reliability 
even, for instance, with lower grade petrol 
with an insufficient octane count. 

In addition, Digital Motor Electronics can 
take into account every conceivable engine 
running condition much more precisely and 
comprehensively than would ever be 
possible with conventional mechanical 
systems. It can correlate and match engine 
performance and consumption to suit every 
individual driving situation. 

And without any potential risk of mechanical 
failure and with absolutely no maintenance 
requirements. 


The new BMW 4-speed automatic: even the 
most critical experts must now review 

their favourite prejudices against automatic 
transmissions. 

The completely new 4-speed automatic 
transmission features a special converter 
lock-up clutch in fourth gear, which gives 





you a genuine overdrive capability. 

So now, for the first time, significantly lower 
consumption figures can be achieved than 
with a manual gearbox. 

At the same time, there is no sacrifice in 
dynamism and performance, which means 
automatic driving now has a completely 
new and previously unattainable level of 
»feel« and responsiveness. 


Performance, economy, safety. Even with 
the most expensive alternatives they are 
often still insurmountable opposites. 

In the large BMWs, ultra-modern technolo- 
gies bring them together in perfect harmony. 
Because progress can never stand still, and 
because for us nothing is too good when 

it comes to passive safety as well, the large 
BMWS feature a comprehensive safety 
system ofthe very highest standard. 

This includes one of the world's highest per- 
formance, yet safest suspension designs 
with its patented double-joint, spring strut 
front axle and 13? semi-trailing arm rear axle. 
It's also further underlined by the ABS 
anti-lock braking system, introduced several 
years ago by BMW. 

And you'll also recognise the same commit- 
ment to safety in the large BMWs by the 
Active Check-Control, which independently 
and continuously monitors all the car's vital 

















functions, and which has been a BMW 
feature since 1981. Together with all the other 
electronic cockpit information systems, 

like the SI Service Interval Indicator and EC 
Energy Control, it sets a new standard in 
motoring safety, efficiency and comfort. 


The symbol on the bonnet may be trying to 
tell you that the car is exclusive. 

Whether that's true, depends on what's 
underneath. 

If you're choosing a high-quality, exclusive 
car, it’s worth remembering that your car 
doesn't just reflect a certain position in life, 


but also a certain attitude and way of thinking. 


The large BMWs stand for a wealth of the 
very latest technologies, which it's impos- 
sibleto buy in such multiplicity from any 
other manufacturer. 

Therefore — as with every other BMW —the 
most significant feature of the large BMWs is 
the fundamental concept which they realise 
so successfully. Status through progress, 
and not instead of it. And that's a completely 
new facet of exclusivity, which is by no 
means usual. Test drive a large BMW. 

You'll find you're not as happy with your ex- 
isting car as you were, because you'll realise 
quite suddenly that technology can solve so 
much more in a much more modern and, 
therefore, effective way. 





And then you'll also totally understand why 
driving a BMW isn't just an exclusive 
sporting experience, but also an exclusive 
technical pleasure. Your BMW dealer is 
looking forward to meeting you. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-7145271 


Indonesia: P. T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 326939 


Korea: Kolon International Corp., Seoul, Tel.: 771-57 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/4185 55 


Philippines: Hahn Manila, Manila, Tel. 7412 808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153 101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok, 
Tel.: 214-25 21 





these men out of work. 


POACHING 
É Spotted easily in marginal 


weather thanks to 


sophisticated airborn radar. 


HE Nomad Searchmaster 

is a unique and proven 
;xatrol aircraft, that represents 
he best maritime surveillance 
vackage currently available for 
-oastal surveillance. 

The range includes the 
Searchmaster ‘Lima’ with chin- 
mounted radome equipped 
nith 360° Litton search radar 

‘Sublima’ with nose- 
mounted 240? radar or ‘Bravo 
with forward-looking 120° 
3endix larget radar. 

Nomad Searchmasters 
Have proven their efficiency 
n the protection of off-shore 
resources, control of illicit 
rade and entry, and security 
»f coastlines, shipping, and 
-oastal waters. 

Designed primarily for all 
weather surface surveillance, 

he Searchmaster offers all 


the search sophistication of a 


larger oircrafi at a fraction of 


the cost. 

Increased reliability and 
outstanding fuel- Tficler y 
add to the economy of this 
aircrafts operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad 

genealogy. 

Features like low ser vice 
and maintenance costs, 
unsurpassed crew vision and 
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Illicit 
Presence of 
detected from tn 
* urface Shippin ng 
lrected to intercept, 


comfort, real low- 

speed manoeuvrability 

and outstanding E 

STOL capability. annm 
Searchmaster ` 

comes with full 

technical and spare-parts 

back-up through the wide 


resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 
3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 


SEARCHMASTER 
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d E about Jakarta’s capital 
market and he will start talking 
about bonds rather than shares. 
Some even go so far as to call 1984 the 
year of the bond, not because of an 
expected flurry of offerings but be- 


cause of growing optimism over 


fixed-interest instruments in con- 
trast to the pessimism in the equity 
market. Two bond offerings sche- 
duled for later this year, plus serious 
discussion of a large subscriber issue 
by the state telephone company, 
Perumtel, has proved sufficient to 
raise the market's hopes. 

Not that everyone is convinced the 
bonds will sell. Sceptics note that the 
Rps 60 billion (US$60 million) Jasa 
Marga (state highway 


ceeded largely because of the tax 
exemption on interest income. But 
this no longer holds for future issues. 
For this year, these include another 
. Rps 70 billion Jasa Marga bond and a 


Rps 12 billion issue from Papan | 
semi-government 


Sejahtera, the 
mortgage finance company. 

Moreover, it is argued that a five- 
year rupiah bond (even one carrying a 
16.5% coupon), becomes less attrac- 
tive given the likely movement of the 
rupiah exchange rate as a result of 
the current-account deficits pro- 
jected for the next five vears. 

But for dividend-oriented local in- 
vestors, bonds with fixed returns are 
quite attractive — and more easily 
understood compared to the uncer- 
tain returns from share investment. 


In addition, not all bondholders will. 
have their income taxed. Under the | 


new tax regime, pension-fund 


come from bonds issued by govern- | 
ment entities is still exempt from in- - 


come tax. As a result, most expéct 
pension funds to be major investors 
in bonds. 

Optimism also stems from new 
draft legislation — the Pension Fund 
and Insurance Act — which is expect- 


ed to include stipulations encourag- 


ing the establishment of more pen- 
sion funds as well as investment in 
state-company bonds and shares 
traded in Jakarta's stockmarket. 
With most pension and insurance 


funds directly or indirectly control- 


led by the government, state-com- 
pany bonds should have a ready mar- 
ket. 

One state-company bond likely to 
be bought largely by individuals, 
however, is the Perumtel's sub- 
scriber issue. Following the example 
of Japan's NTT (Nippon Telephone 

and STEPH a monum 


od Ask a merchant banker 


company) 
bond offering earlier this year suc- | 


will . require. A 








| Perumtel 


being worked out. During the current 
fourth five-year plan (which began in 
April), 0-100 bill Puis to ORE! some 
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funds, is encouraging stateent 
wn funds. So far, 






only 


Bapindo , (the state. di 










keen to float rupiah bonds, the 


giving priority to state companies for 
the moment. 





ABL appointing year for most 
Share investors. Recent annual re- 


payments this year. The major reason 
behind this trend has been the slug- 
gish domestic economy. As a result, 
companíes have not been easily able 
to pass on sizable cost increases. The 
March 1983 rupiah devaluation sig- 
nificantly raised the rupiah costs of 
imported raw-material inputs, which 
the domestie manufacturing sector 
still largely relies on. And the oil- 


antly boosted energy costs. 


trys leading tyre producer, 


calendar 1983. and told shareholders 
they would get no dividend payout 





low of Hps 580 in recent weeks. 

Some of the local listing require- 
ments ànd regulations — such as the 
fixed assets revaluation — expired as 
of March. But with the low level of in- 
terest in the stockmarket, Bapepam 
(the executive board of the capital 
market) is taking time to come up 
with alternative rulings. Market ob- 
servers do not expect any significant 
changes in listing requirements, 
making it more attractive for com- 
panies to go public. The Finance 
Ministry appears reluctant to give 
meaningful tax incentives to com- 
panies coming to market or to invest- 
ors, fearing this would invite other 
demands for special tax treatment. 


year's share price has plummeted to a 


m Iw" Despite the poor showing 
| of the stockmarket, moves 





to purchase its bonds. Details are still | 


| willingness 







| also i is under way. 


iis e] listed companies to produce interim 
Jasa. Marga, Papan Sejahtera: and | financial reports in addition to (mor 


lopment IE 







“And bun the private sector i is |^ 


monetary authorities appear to be | 


1 1984 will be another dis- ` 


ports are showing a drop in 1983 . 
earnings for most companies, limit- | 
ing hopes of any rise in dividend - 


price inerease this January signifie- 


Most noticeably hurt was the coun- - 
PT 
Goodyear. Indonesia. The company — 
posted a Rps 691 million loss for : 


the moment, because of the shortas 
this year — the first time this has 
happened. Not surprisingly, Good- 


tarnished when the willingness 




















have been made to 
quency and quality of public c 
panies' financial reporting. Efforts 
improve the standards of the Indon 
sian accounting profession (the rer 

tation of which has been hurt by th 
of some auditors 
understate revenue for tax purposes) 




















„Late last year Bapepam require 


tailed) annual audited figures. 
ye was meant to supply investor. 
with more frequent financial infor 
mation, in the hope of stimulatinj 
trading in the secondary mark 
Shroff learns, meanwhile, that. 
least one non-bank financial instit 
tion is seriously contemplating co: 
ing out with regular reports on. 
panies and trends in the market. 
The Indonesian Institute o 
Accountants is also attempting to f 
in. some .gaps in its account 
guidelines, and at the same time 
raise its standards. Most foreign e 
perts view the financial-reportingr 
quirements set by Bapepam 
adequate but at the same time no 
that there are varying pract 
adopted in areas not covered 
clearly explained by account 
principles. These include the rep: 
ing of pension funds’ deferred 
and foreign-currency translations 
The institute is currently study 
a number of exposure drafts on s 
of these issues to standardise fina 
cial-reporting practices. 
The authorities are also tightenir 
up the requirements for qualificati 
as a registered public accountant. 




















































of accountants, these requireme 
are rather lax. 
The image of the profession 


certain auditors to understate e 
ings for tax purposes was brought u 
in court two years ago (REVIEW, 4 
Apr. 82). Two Japanese steel firm 
Tobu Indonesian Steel and Kaliman 
tan Steel. apparently had used two 
auditors — one, Budi Utama, for tàx 
purposes and another. Utomo Mulia, 
for presentations to shareholders. 
The two sets of figures differed great- 
ly. ! 

Utomo Mulia and Budi Utama both 
claimed they were unaware that the 
other was auditing the companies' 
accounts. In a case now in court, the 
charges are similar to those against 
the two Japanese firms, but this time 
the company is PT Chubb Lips, while 
the accounting firms are Hamdani M: 
Syah and, once more, >, Utomo Mulia. — 
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Watched Straits Tir 
| single day. ‘Althoug 
| gain-hunting has al 
index to recoup some of its lost DUE 
since, property — and finance — 
shares have continued: to lose ground. 

The Straits Times sub-indices for both 
sectors remained down by well over 
2% more than a week after the MAS 
{made its anxieties known. 

^ The property sectors which is any- 
| thing but glamorous these days, might 
give the SES an opportunity to re- 
orient its "market culture" by floating 
some new issues minus the usual hys- 
teria which accompanies them. The en- 
gine of oversubscription in the past has 
been the unrealistically low price/ 
I earnings (p/e) mu Itiples mandated by 
dod | regulators for new shares. With virgin 
scrip discounted by as much as 44% re- 

lative to pr evailing p/e ratios for listed 
shares in the same sector, it is small 
, wonder that punters still queue up for 
1e collapse of Singapore property prices gives rise ^. | prospectuses. 


ars that loan portfolios may be endangered But the very bearishness which has 
afflicted the property sector might 


allow it to succeed where other indus- 
tries have failed in breaking the stock 
exchange's pessimism where new list- 
ings are concerned. The SES and its 
regulatory overseer, the Securities In- 
dustry Council, have produced a string 
of new-share shoot-downs ever since 
the Chan Ho debacle, when what 
promised to be a giddily over- 
subscribed new issue was withdrawn 
at the 11th hour (REVIEW, 22 Mar.) 
Since then, a marine-based company. à 
hospital and a manufacturer have been 
turned down. Nor has there been any 
encouraging word on the listing pros- 
pects of the Brunei royal family-af- 
filiated- QAF Holdings (RE EW, 3 
May). l 








Phe problem of Singapore's collaps- | the MAS move could trigger off a 
ing property market (REVIEW, 8 | snowball effect that would aggravate 
ar.) has begun to infect other sectors the very problem the central bankers 
he economy with unexpected viru- | mean to alleviate, some fear. 

» The Monetary Authority of Already, some cash-strapped de- 
apore (MAS), in effect the central | velopers, groaning under punitive in- 
ik, acting with uncharacteristic di- | terest and construction costs, have had 
iness has published a review of the | to postpone, scale down or abandon 
perty-loan portfolios of major | their building plans (REVIEW, 3 May). If 
iks and finance companies. | their access to funding is. further cur- 
ehind its action apparently are | tailed, they could find themselves able 
rs that slumping property prices | to do less — and therefore willing to 
ight undermine the collateralisation | pay less —on any more land Mey might | 
' bank loans. Certainly, the slippage us | 

-property values has been more than ( A dun on housing lo ns would 
ifficient to warrant a second look at have an even more direct. effect in. 
(me of these loans. The regulators | depressing .land values. | — ous 
ant detailed accounting of all out- | mortgage terms, allowing: 
anding housing, construction. and | end-users to finance up to 9 gr their 
velopment loans above S$1 million purchases, have been. among the few 
$$476,000) as at the end of March. | factors breathing a feeble spark of life 
According to the government's first- into the moribund proper ket. If 
quarter economic survey, those | the proportion of.end-user urchases 
ategories account for about 18% of | eligible for finance goes down.to 50- 
Singapore's total bank loans, or S$6.3 | 70%,.as industry sources now p predict, 
billion — by far the largest single block | the housing? market could; im aplode and 

of bank credit aside from the cover- all ic 3 tight 
ategory of “general commerce " And 
nance companies had extended an 
additional S$1.3 billion-worth of 
ousing loans as at February, compris- _ 
ing 23% of their total assets, govern- 
vent figures show. 

H be asset backing on these loans is 
found to be too thin, the MAS could di- | 
ect financial institutions to seek addi- |. 
tional collateral, boost their loss provi- | room. for more property, developers on 
ions or set the property loans aside i in the Stock Exchange of S apore | 
a suspense account. (Singapore eur- (SES): so far, only nine. of. Sin ipore's |. 
rently puts no limits on collateral valu-- 149 developer firms are publicly listed | 

ation margin for property loans.) But | — though those nine have notbeen far- 



















he average — for. listed S igapo- 

rean property firms às-of 26 May 
stood at just 15.27. That is around half 
| the aver age p/e of Straits Times Index 
components, for example, and much 
more nearly in line with the sort of p/e 
regulators require for new listings. If 
some local property developers.can go 
. public ata more modest discountto the 
sectoral norm, it is possible that most 
of the new-listing silliness could be 
| avoided and a precedent set. 

Industry sources report at least Six 
developers — Lim Kah Ngam,.Lum 
Chang, Robin Group, Lee Kim Tah, 
Parkway. Properties and Low Keng 
Huat — are mooting new scrip issues. 
. Several of these. firms will have to 
make up their minds quickly and.get 
out their offers by 30 June if they 
to.use their year-end figures in 
pliance with the SES requiremen 
prospectuses contain accounts no 
older than Six months. = I 











dr op. ; u | 
— Qux cun in- — leading | 
toa. renewed credit crunch. o 












Ox. way out of the vicious: cycle of 
sectoral illiquidity could be a turn to 
the equity, rather than the cre dit, mar- 


kets for funding. There is plenty of 
































































































IO&A *' will be a landmark year in 
Hong Kong's history. 

It is a year that will shape not 
only the destiny of this remarkable 


capitalist enclave but the future _ 
prosperity of its millions of inhabitants. 


* All new — aan. 


Over 1,000 pages and 30,000. 
data items. 
Nearly 3,000 indepth biographies. 
New, easy-to-read format. 
Unique Chinese character 
name index. 

* Deluxe binding and printing. 


Over 2,000 NEW entries this year. 


PLUS ... profiles of top 


officials from China working in 
Hong Kong. 


-in recognition of this, Baba 
Asia has produced the definitive guide 
to Who’s Who in Hong — 

DataBase su. 


have spent 


| influential people "behind-the-scenes." A... 
ru seeking nominations M 





months of research compiling the list-of 
entrants for Who’s Who in Hong Kong. 
The DataBase computer has screened 
thousands of businesses to find 






competition wi 
from the public. And a special panel of 
próminent Hong Kong residents has 
assisted in the selectión process. 


the media, multi-national companies, .. 
universities, governments — just about - 

anyone with an interest in Hong 
Kong, China ar 













< The result is the most comprehen- w DEM 


sive, accurate ‘and important list of 
Who's really who in Hong Kong. Close 
to 3,000 of Hong Kong's top decisiori: 
makers and personalities are featured, 
including many never before profiled in 
similar reference works. | 
Who's Who in Hong Kong isan 
essential reference source for businesses, 
solicitors, accountarits, researchers, libraries, ! 
consultants, | j 
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"Oder er nowt T This 5 offer fer ende J ily 


D OH a amem ek aae me oiai SF nii E 


YES, i want to save over 1596 by bus 

Who's Who in Hong Kong ac the special 
pre-publication price of only HK$425 (local. 
delivery included). | understand Í müsc pay 
now and that the book will be deliv eted ee 


— from the press. 
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The Data Base Group 
DB Commercial Centre, 
2, Queen's Road, West, 
Hong Kong. | 


Tel: 5-8522211 




















Iran-Iraq war's effect on oil transportis — 





-eent suspension of Japanese-flag ship- 
| ping operations. Other nations, such 
= | as Greece, apparently are willing to 
ripples in Japan. After a brief hic- take up the slack and send their 
cup, the foreign-exchange market and | ships to lift oil from the disputed 
stockmarket reacted to. the news | area. v l 
coolly, spot oil prices quickly re- | » Japanese oil stockpiles now total 
turned to normal levels and oil com- | about.127 days’ supply, compared to 
panies and end-users were.awash in.| 111 in 1980, including 27 days’ of gov- 
supplies. “The structural change in ernment inventory and the rest belong- 
oil demand, stockpile levels and the ing to private industry. —. 
. seasonality factor all make us so calm, | » Demand in Japan for petroleum 
not panicked.” said one official of | products has declined steadily since 
the Energy and Natural Resources | the 1973 oil crisis — at which time Iran 
Agency. accounted for 33% of total crude im- 
That would change if fighting inten- | ports. Now its ratio is only 10%. Be- 
sified in the Gulf area or continued for | sides reflecting diversification of 
a. prolonged period but the main | sources, there has also been a gradual 
reasons for the different reaction now | shift to other energy forms. Since 1979 




















By Mike Tharp in Tokyo 

hen the Iran-Iraq war began in 
eptember 1980, Japanese finan- 
| markets were shaken by its out- - 
eak. There was widespread concern | 
bout future oil supplies, and some re- 
finers feared a sharp upsurge in crude- 
oil prices. A few of the most nervous 
Japanese began panic purchases of 
toilet paper and other essentials simi- 
- Jar to the hoarding that occurred in the 
. Now, however, the latest reports of | 
aircraft attacks on tankers and the | 
1dlt by Japanese shipping companies 
' their fleet operations in the north 
the Gulf have caused only small 


































































INVESTMENT | | | traction of financial futures exclusive 
Rue o — ii | | : | : to Hongkong — such as the Hang Seng 
and Hongkong dollar interest con- 
tracts — will lure international invest- 
ors and thus feed into interest in a wide 

ZEE a MP E | | portfolio of Hongkong contracts: ag- 
Hongkong hopes to start trading stock-index futures by the dieit Br nuu 
autumn, having first revamped its commodity exchange Coni a toe Securities dud 
Commodities Robert Fell admitted at a 
press conference on 23 May that the 
autumn — specifically October — 
target for getting the new exchange 
operational with its initial stock-index 
contracts being traded by then was 
"ambitious." But thetarget would pro- 


By Anthony Rowley in Hongkong 
Saving jumped rather late in the day _ 
Hon the financial«futures band-. 
ragon, Hongkong is now racing to get 
s show on the road by October. Com- 
etition with Singapore is one factor, 
ut a bigger one is the clear need for | 
. means of hedging in the local |. 
tockmarket, where traditional vola- | 
ility has been exaggerated by un- 
ertainties over 1997, and the quite 
rightening fluctuations of Hongkong 
dollar interest rates, which another of 
the proposed contracts will provide a 
edge against. eG os ee D 

































ed the Securi- 















. Executive" Council |. 
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A crucial condition has been that | 
banks should be allowed membership | c 
of the proposed new Hongkong Fu- | s 
‘tures Exchange, whereas they are į 
explicitly denied membership of the 
existing Hongkong Commodity Ex-. 








ecessa 


en 


change. Enabling legislation will be 
brought before the local Legislative F 
Council. si 

In essence, the new futures exchange |. 
will grow out of the existing commod- |- 
ity exchange and financial futures and | 
indices will be added to the present less | 











| vices, potential users “feel that such 
- contracts should reduce volatility in the 
stockmarket and lead to more interest 















trading. companies. hav 
term contracts with sup 
market prices have hà 
crude transactions. 
Japan now imports some 350,000 
barrels of crude a day from two 
Kuwaiti ports, Ras-al Khafji and Al 
Ahmadi. Even if supplies were cut off 








ittle impact on 


by the Iran-Iraq conflict, trading com- 
pany officials beheve Japan could. 
cover those losses from Saudi Arabia 


and Oman. Saudi Arabian light crude 


is priced at US$28.50 a barrel, slightly : 
more than the US$27.10 a barrel from | 


Kuwait, but the difference has caused 
no sense of urgency in Tokyo. 

Fighting in the Gulf has sent insur- 
ance rates up. As of 25 May, according 
io one major Japanese refiner, the 
cargo- "Insurance rate for Iranian crude 
stood at 3"o Of the value of the cargo 
and 7 976 o of the value of the vessel, or a 


in investment in Hongkong shares, 

. Investors would be able to “use the 
contracts to hedge their portfolios 
against adverse movements in the mar- 
ket." Another view is that index fu- 
tures increase the volatility of markets 
and draw funds away from the pur- 
chase of shares as such. 






———— M — m Aaa ani —— — — — 





finers' financial statements but mós 


analysts in Japan. expect some cata: PN 


promise to be reached by September. 


Even if the war continues, crude-oil . 
uld be resumed. with the | 
anding of both Iran and - 






shipments ¢ 
tacit undei 
Iraq that they would not attack third- 
country tanke 
are very calm this time,” 
ing-house oil-import official. 











» Teresa Ma writes from Hongkong: 


After the bombing of a Hongkong | 


cargo carrier in the Gulf, Hongkong 


shipowners: are having closer liaison - 


with charterers to ensure the safety 
of their ships. 


shipowners such as World-Wide Ship- 
ping and Orient Overseas Containers 


said none of their Ships is now in 1 the i 


The decision to allow index-futures 
trading is conditional upon the com- 
modity exchange’ being “properly 
reorganised.” 


will be founded on a nucleus of exist- 
ing members of the present commodity 
exchange and will include four divi- 


kong seamen on Board the 29,81 


. “Japanese companies. 
'saidonetrad- 


sident Frank Chao. 


but feel that there | 
is no real cause for alarm. Major 


left on | 24 May. 








l indices and currency 


¿In practice, this means |. “Existing? | | 
the new Hongkoiig Futures Exchange | shares, giving. ‘them M igi 


da four. Sivisions, 








Ventures owned by “Wah ship, Chem 
ping Agency Co. Eight of the 31 Ho: 








Liberia-registered carrier were 
jured. The vessel, chartered by Jap 
Lines, was hit by a rocket fired from a 
Iranian jet on 24 May when it was 59 
kms northeast of Jubail city in Saudi 
Arabia, according to Wah Kwong pre 












No Wah Kwong ships — all of them 
are on long-term charter — are in the 
Gulf and while seamen are reluctant to | 
go near the war zone, the company ha: 
no plans to hire "mercenaries." Wah 
Kwong had another vessel moored 
near Iran's Kharg island, where the o 
terminals are a prime target for Ir 
attack, but the vessel was loaded ar 



















sions: TE products, me 
ana, inter 
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With an increase in its total commitment of more than 10% over ihe previous 
year, the Corporation continued to finance the economic development of 
some 50 overseas countries in 1983. At the same time new projects will 
generate £19 million of likely orders in the UK; seven of them are 
being undertaken with British private sector partners. 


Our objective is sustainable development but our activities in 1983 
also generated gross income of £45.1 million. We can achieve that 
whilst, for instance, using our expertise in agricultural development - 
to avert the serious mis-use of land and to ensure that renewable 







Small tarmers 
assisted 








J. New area under - 
Commercial crops 
61,000 Ha 































natural resources are indeed renewable. = before tax 
ge .. £11.5m g 
By our activities in agriculture, industry and many other fields we continue 4. 25" Commitments A 
to help people to do what they can and should properly do for themselves  atjebrend S 
— millions of them. "Wsesimen 4 
A ear end 







For a free copy of our 1983 Report just complete the coupon or attach it to your business PNE: 507m p " 











1 Commonwealth | Development Corporation Please send me a copy of the 1983 CDC Report. 
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New members (including - banks, 
ich will have to operate through, 
eparately capitalised trading sub- 
idiaries), will be admitted to indi- 















f lower par-value “B” shares. The "A 
hares will be tradable, so in effect it 
sill be possible to buy a seat giving ac- 
ss to all sections of the market. 
When the existing exchange is 
uidated, members will have the op- 
n of receiving the proceeds of their 
hare of assets, or using them to fi- 
nce a seat on the new exchange. The 
isting compensation fund is not ex- 
ected to receive any additional fund- 
ng, but according to the chairman of 
he exchange, Kim Cham, the new ex- 
hange will “implement a monitoring 
ystem on the financial status of its 
hembers taking into consideration the 
eed for good financial standing of the 
irket,” | 

"Exco also decided on 22 May that a 
urther review of the exchange's ope- 
ons will be carried out in three 
ears time to "ensure that the reor- 
anised exchange is still neugan 
fectively. : 


































Lincoln Kaye writes from. Singa- 
iore: The race to establish the region's 
st financial futures exchange is 
haping up into a tortoise-and-hare 
ontest, observed one banker here. De- 
pite its blazing start and early lead, 


 €ross the 
ower-starting rival, the Hongkong 
tures Exchange, opens in October. 
Already Singapore has run int 


rom the United States Commodities 


^its proposed link-up with the 
"hicago Mercantile Exchange (CME). 


usly in doubt, according to. futures- 


‘ess is dragging on longer than expect- 
d as rival US exchanges petition the 
CFTC for access to details of the in- 
ovative Chicago-Singapore link. 
Simex has been forced to postpone 


«cede CFTC approval is unlikely to 
some much before late July. Industry 
ources in Chicago predict it could 
ake even longer: the *mutual-offset" 

system, whereby compatible contracts 
ean be traded interchangeably. be- 


: running until September. 

|^ Part of what makes mutual offset so 
"vital to a successful Simex launch is 
the international, rather than local, 
‘orientation of its contract menu. All its 






al divisions through the purchase. 


ae 


he Singapore International. Monetary 
;xchange (Simex) will be hard pressed. 
finish line before its 


nags getting regulatory approval 


Not that the eventual go-ahead is séri- - 


ndustry sources. But the vetting pro- 


its projected opening date from May to. 
June; and now Singapore sources con- 


initial offerings are denominated in | 
. US dollars — Eurodollar interest rates, |. 








"utures Trading Commission (CFTC) - 


"tween the two exchanges, might not be |: 





deep.a 


Singapore et 


"and multinationals 





Bremridge: belief in free enterprise. 



















































yen forex rates and gold. The most- 


talked-about prospective additions to 
the list — Deutschemarks and crude- 
oil futures — would likewise be priced 
in American currency. 

Earlier talk of a possible local stock- 
index contract (which could be very 
welcome in as speculative a market as 
Singapore) seems to have subsided, 
victim of the Monetary Authority of 
Singapore, the quasi-central. bank's 

ersion to *intemationalising" 
the currency (REVIEW, 9 Feb.) Al 
dollar forex futures contract would be 
even more unthinkable, even if the 
rreney wereever z 
fluctuate nough to interest any fu- 












tur es traders. 


If it takes that long, Siméx faces the 


unenviable choice of either beginning : 


trading without the Chicago: connec- 
tion or postponing its openi g uncom- 





| fortably close to Hongkong’ s. Without 
.mutual offset. WO 
hard time generating enough liquidity 


Simex would have a 


on its own to get off to a convincing 
start. Hedgers such as the major banks 
which Simex 

targets as its main corporate users 
need an East Asian time-zone link in 
their worldwide risk-transfer 


Strategies. A strictly Singapore-bound 
"futures exchange offers them far 
flexibility.. na 





S 


Nor would spec dlatore ee: any 
likelier than. hedgers to flock to a 


stand-alone Singapore exchange. "The 
first bateh of 77 


individual Simex 
members is already in the US for on- 
the-spot training in futures-t 
techniques. But Singapore's own 





cadre 


of locals is still too small and too green, 
to sustain a healthy market without a- 


little initial help from insomniac 
Chicagoans offsetting their CME post 
tions ön Simex. >- 


allowed: 


rading. 


HMPB moves into the 


top slot among 
Malaysia's leaders 


By James Clad in Kuala Lumpur 


— — — — — — 


y comparison with the dawn raid 

ón Guthrie Corp. three years ago, 
or with the Malaysianising of Dunlop 
Estates and other formerly British- 
owned plantations groups, a proposal 
by Malaysian interests to “bring 
home" ownership of another 13,000 ha. 
of plantations lacks an element of high 
drama. Yet the takeover announce- 
ment (REVIEW, 31 May) by Harrisons 
Malaysia Plantations Bhd (HMPB), 
formerly the Malaysian arm of Harri- 
sons and Crosfield (H & C), shows 
that localisation of foreign-owned es- 
tates is still proceeding. 

The HMPB bid to take over 10 Bri- 
tish-domiciled companies now under 
varying degrees of control by H & C and 
other shareholders, involves a share 
exchange with a cash alternative. It 
will cost HMPB  M$275 million 
(US$119.3 million), assuming com- 
plete shareholder acceptance of the 
offer, which is based on a valuation of 
£1.20 (US$1.70) for each new HMPB 
share issued for the acquisitions. The 


.bids have.been recommended by the 
_ boards of all 10 companies. 


The exercise has three components: 
first, a straightforward offer for 


. Castlefield (which owns estates in 


Johor), for Holyrood Estates (Perak), 


lin eash or 8:992 


—— — — tr an nn arre — — — — — — — — 


for Kuala Selangor Rubber (Selangor) 


and for Sogomana Group. The second 
element is a scheme of arrangement to 
acquire Doranakande Rubber Estate, 
Kinta Kellas Rubber Estate, Malay- 


_sian Rubber Estate and Sungai Bahru 


Rubber Estates. These eight companies 
are all London-listed and one of them, 


 Castlefield, is also listed on the Kuala 


Lumpur Stock Exchange. The final 
part of the package comprises separate 
proposals from HMPB for Nalek Rub- 
ber Estate and Edensor Rubber Estate, 
both of which are private companies 
uis domiciled in London. 

. The offer for Castlefield is of £10. 79 
w HMPB shares for 
each of Castlefield's.3 million shares — 
a valuation co nfortably- close to high 
market values achieved recently in 
London and Kuala Lumpur trading. 
HMPB has made similarly pitched of- 
fers (which expire on 15 June), for 
existing Holyrood, Kuala Selangor 
Rubber and Sogomana shares. 
^ The announcement said HMPB had 













.gained irrevocable undertakings from 
“shareholders in companies subject to 





the offer 3 which a when added to exist- 
















"Similarly, 'HMPB already has gigni- 
ficant holdings in the companies sub- 
ject to the scheme of arrangement: 
6.9% of Kinta Kellas, 23.8% of Malay- 
sian Rubber Estate and 8.2 2% of Sungai 
Bahru. Nalek, wholly owned by H & 
C subsidiary London-Sumatra, will be 
sold for £8.48 million in cash or scrip, 
and the 37.4?5 of Edensor's equity not 
owned by Castlefield or Holyrood will 
be bought by HMPB for £3.16 mil- 
lion. 

HMPB expects its offers to be fully 
accepted: terminal dividends have 
sweetened the deal still further for 


Castlefield, Holyrood, Doranakande 


and Malaysian Rubber Estate 
shareholders. If all parties opt for 
scrip. HMPB will end up issuing 69.19 
million new shares (on top of an exist- 


ing 367.29 million shares in issue). - 


The targets of this latest Malaysian- 
isation move have had their plant- 
ations managed by HMPB since 1982, 
and some observers described the 
takeover deal as "little more than 
cleaning out the stables." The 13,000 
ha. in total to be brought under HMPB 
SWBEISIID will hft the firm's holdings 


Please send me . 


[] 


Special Papers. 


LES 


: American Bue 
B] International Banking Corporation 


+ An American Express Company 


copy/copies of Special Paper No 10 
"international Debt" @ £100/US $150 

| a copy (includes postage and packing). 

7 details of your complimentary. 


ended 31 E 


and extra inary items enone to 
M$56.9 million. for the nine months 
rember 1983. For the year 





ended 31 M: 
mated that this will rise to more than 
M$90 million — which means earnings 
of 24.7 M cents a share. This is just 2.3 
cents better than the 1982-83 results, a 
remarkably. unexciting performance, 
in a period encompassing the new year 
palm-oil boom (REVIEW, 2 Feb.). 





here is speculation that HMPB 

found itself uncovered on forward 
sales towards the end of 1983 and was 
faced with sharply higher palm-oil 
purchase costs to meet contractual ob- 
ligations — but the company has been 
silent about this. The acquisition in 


1983 of Barlow. Plantations, H & C 


Latex and the oil-refining company 


“Jomalina, however, stretched cash re- 
sources and the palm- oil default at the - 





Kuala: — Commodity Exchange 
(REVIEW, 15 Mar.) hit Jomalina harder 


than any other buyer. 
^ HMPB's existing crop mix of 43% 


rubber, 44% oil palm, 10% cocoa and 


Introducing one of the most comprehensive: and up-to-date studies 
-on international debt, published by the AMEX Bank Review. The Review - 
is the monthly international economics and finance publication of 
American Express International Banking Corporation. - 


. This new 224 page book, "International Debt: Banks and the LDCs” 
provides extensive details on LDC debt to international banks, for 24 
Separate countries, with more than 70 charts and over 180 tables. 


A special 100-item annotated bibliography oves full references to the 
important sources of information. . 


To order a copy of this new book, please send £100 or US $150 
{includes postage and packing) with the coupon below to: 
. The Editors, The AMEX Bank Review, American Express International 
Banking Corporation, 12/15 Fetter Lane, London ECAA 1PT. 
Tel: 01-583 6666, 


ch, its direetors have esti- 









| Gloss a cheque * 
payable to American Express International 
Banking Corporation. 
Please bill my American Express Card No: 


the M. P. Evans group and cove 
7,300 ha., the HMPB move has whi 


though various estimates still ` 


-restructure their for eign element do 







! ny's planting programme. : 
“Observers see the timing of then 
acquisitions as about right. The m 
has been on the agenda since HM 
emerged in its present form in Octo 
1982 with Malaysia's larg 
bumiputra equity corporation, 
modalan Nasional Bhd (PNB) tak 
58.46% of the equity and H & C reta 
ing 30.3%. This weighting is unlik 
to alter after 15 June. H & C is- 
pected to take sufficient scrip to. 
its existing equity percentage, wł 
PNB is "relaxed so long as it ke 
515," one observer said. 2 

Together with a takeover in M 
by Johor's State Economic Develo 
ment Corp. of three estates owne 











































remain 
holdir 


down still further the 
foreign-owned plantation 


foreign-owned estates at 80-100, 
ha. Chief among the remaining outs 
ers is Franco-Belgian Socfin, Dan 
controlled East Asiatic and Ameri 
owned Uniroyal Malaysian P 
ations. These firms have until L990 


to S required x maximum of 30%. 
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Electronics sales soar 


Unconsolidated total sales of Japan's 


top three  electronics/machinery 
makers for the financial year ended 
31 Mar. rose by 13% for Hitachi to 
Y 2.65 trillion (US$11.4 billion), 14% 
for Toshiba to ¥2.03 trillion and 14% 
for Mitsubishi Electric, to Y 1.59 tril- 
lion. Net income was up 12% to Y 83.4 
billion for Hitachi, up 9% to ¥50.2 
billion for Toshiba and up 13% to 
Y 28.4 billion for Mitsubishi. 

All three firms recorded sharp 
growth in sales of communications/ 
electronic products, notably Hitachi. 
which showed a 78% jump in video- 
tape recorder sales. Heavy-machin- 


ery sales were flat, except for those of 
Mitsubishi (up 12%). In the current 
financial year, Hitachi predicts an 

"e increase in sales, emphasising 
semiconductor and computer sales. 
The firm plans to raise investment by 
31% to a total of Y180 billion — of 
this, 63% will be used for developing 
electronic products. Toshiba fore- 
casts sales to rise 21%, with a 33% in- 
crease in heavy-machinery sales and 
25% growth in electronic products. 
Mitsubishi Electric predicts a 10% 
rise in sales on prospects of favoura- 
ble returns from high-technology 
products. — KAZUMI MIYAZAWA 





PAL tums around 


Philippine Airlines president Roman 
Cruz reported that the company 
realised net earnings of P15.5 million 
(US$1.1 million) in the first four 
months of this year, "the start of a 
strong recovery from consistent 
losses of the past years." He said that 
barring any major adverse develop- 
ment in the economy, the airline is set 
to achieve a net income of P80 mil- 
lion for the full year. — LEO GONZAGA 


Ups and downs 


Caltex (Philippines) Inc. more than 
doubled its net income to P 75 million 
(US$5.36 million) in 1983 from P31 
million the previous year, helped by 
sales from newly acquired marketing 
assets of Mobil Oil Philippines Inc. 
An additional positive factor was the 
upgrading of refining facilities, re- 
ducing operating costs. 

Petrophil Corp., on the other hand, 
having acquired the refining assets of 
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Mobil, suffered a drop in net income 
to P51.8 million from P60.5 million, 
largely as a result of income-tax pro- 
visions which increased from P3 mil- 
lion to P26.5 million. 

The picture was worse at Pilipinas 
Shell Petroleum Corp., which suf- 
fered a reversal from a net income of 
P218.4 milliion to a net loss of P10.7 
million. The setback was attributed 
to a 65% surtax on inventory gains — 
of total revenue of P9.3 billion in 
1983, P2.6 billion went in tax pay- 
ments, — LEO GONZAGA 


ASM profits double 


Amalgamated Steel Mills (ASM) — 
which supplies more than 25% of Ma- 
laysia's steel rods — reported an un- 
audited pre-tax profit for the six 
months ended 31 Dec. 1983 of M$16.7 
million (US$7.25 million), more than 
double the M$7.2 million achieved in 
the immediate past period and one 
that keeps pace with forecast M$29.4 
million earnings for the year ending 


30 June. Turnover climbed to 
M$116.3 million, nearly a 75% im- 
provement on the last six-month re- 
sult. ASM chairman William Cheng 
said steel-bar and wire-rod sales 
climbed by nearly 10% in the period. 
He also reported M$10.25 million 
spent on upgrading ASM's plant over 
the period. With tax deducted, net 
profit attributable to shareholders 
would be M$16.6 million. —JAMESCLAD 


Logging increase 

New Zealand forestry company Car- 
ter Holt Holdings lifted profits by 
30% to NZ$24.4 million (US$15.84 
million) for the year ended 31 Mar. 
Total turnover was up 25% to 
NZ$323 million, with exports 2% 
higher at NZ$132 million. The direc- 
tors have recommended a one-for- 
five bonus issue. 

The strong increase in earnings was 
attributed to significantly higher 
domestic economic activity in the 
second half and strong demand from 
Australia. The company said a sus- 
tained recovery seemed to be under 
way in jts major markets, particu- 
larly Australia, the United States 
and Japan. — LINDA SANDERS 


Smooth quarrying 

The Malaysian quarrying and man- 
ufacturing holding company Sungai 
Way Holdings (SWH) reported group 
pre-tax profit for the year ended 31 
Dec. 1983 of M$7.8 million (US$3.38 
million), compared to M$2.7 million 
in 1982. Turnover jumped to M$26.1 
million (M$9.5 million in 1982), with 
the cash-flow boost attributed to im- 
proved performances across the 
board from SWH subsidiaries, espe- 
cially Sungai Way Leasing and Juta 
Industries; thé former company ac- 
counted for more than 20% of group 
profit while the latter, 73°%-owned 
by SWH, accounted for a 65% share. 
Attributable earnings, lifted by 
extraordinary gains, climbed to 
nearly M$5.8 million (M$984,000 in 
1982). — JAMES CLAD 


Alex Harvey rises 

New Zealand building supplier Alex 
Harvey Industries (55%-owned by 
ACI International) lifted profits by 
38% to NZ$38 million (US$24.68 
million) for the year ended 31 Mar. 
Turnover increased 16% to NZ$522 
million. The company's announce- 
ment included comments that ex- 
ports were up 38% to NZ$84 million 
and that the company was reducing 
its traditional reliance on Australia. 
The directors have recommended a 
one-for-four bonus issue. The profit 
improvement was largely attributed 
to cost-control efforts in the past fi- 
nancial year. — LINDA SANDERS 
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‘dollar, put pressure on the market. Bank shares 
suffered a mauling on the back of heavy institu- 
tional selling. | 
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| whelmed the previous period's steadier tone, 
though once again turnover was thin. Bargain 
hunters were seen towards the end of the period. 
Company results were generally good but failed 
to affect sentiment. Regulations limiting lending 
rates to 15% for banks and life-assurance com- 
‘panies and to 17% for finance companies and 
others finally were imposed. The market con- 

tinued to be strongly penetra by the interest- 
rate factor. = 


The market regained a measure af | 
t.at just above the 10.000 mark on the Nik- 
' Jones Average, following a massive 
ide in the earlier periods that registered 
the sharpest one-day declines ever seen. 

was very light. Local investors appeared - 
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RUR. A spurt of. pe buying interest 

hare prices — cements featured strongly. 
ly. was an extension of the previous 
momentum in cement buying. helped by - 
irst-quarter performances at two major: 
ns. Other counters benefited from the 
oyancy. Average daily turnover was. 
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MANILA: Gains wer&iuade : across the board — 

the mining index rose 19.24 poinis to 1.089. 65, 
the commercial-indus -index 1.19 to 134.6 
. and the oil index 0.008 "point to 0.732. Gains 
ranged from 1.25 cen or Lepanto to P1 (7 
US cents) for Atlas and P12 for Benguet. PLDT, 
.the telephone monopoly, appreciated by P1.5 
while brewer San Miguel registered a P0.5 
_| mark-up for both A and B shares. Volume total- 
| tes 159.6 million shares valued at P23.81 million. 
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of major United States banks s being " on the period to 131.6, with av erage volume ris- 
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| government's recently ‘announced tightened 
-| monetary policy dampened sentiment. The food 
* gector enjoyed the largest sectoral-index rise — 
-of 26.17 points — followed by pharmaceuticals, 
up’ 20.88. By company, Taekwang Textiles had 
the best showing, up Won 500 (63 US cents), fol- 
lowed by Dae Won Kang Up. 
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When, against seemingly impossible engineering odds, a flight of 
the imagination called the Sydney Opera House was captured in e | fiona 
concrete, it was hailed as a modern wonder of the world. 
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National Australia Bank which is winning the admiration of m. 4f Us 
international investors. B k 
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up new possibilities for you. Contact National Australia Bank now. 





Singapore Branch: Tel: 91 7655 Telex: 21583 NATAUS. National Australia Finance (Asia) Ltd.: Tol: 21 7836 Telex: 61738 NATHK. 
Representative Offices: Beijing, Tel: 330193. Tokyo, Tel: (03)211 1831. Seoul, Tel: 313 1526. Jakarta, Tel: 360209. 





he crowd of Filipinos sat silently 

and dourly listening to an impas- 
sioned election speech by Defence 
Minister Juan Ponce Enrile. Else- 
where in the rural Philippines, people 
were treating election rallies as 
something of a fiesta: entertainment 
spectacles, with singing and dancing 
shows, in which political issues were 
bottom of the bill rather than the 
main event, where humour and 
drama were likely to have more ap- 
peal than straight exhortations to 
vote for this or that candidate. 

But this was Basco, the capital of 
Batanes, the northernmost province 
in the Philippines, comprising a 
population of 8,000 people living on 
three islands way out in the South 
China Sea. The main Batanes island, 
on which Basco is situated, is nearer 
to Taiwan than the coast of northern 
Luzon — the most populous island in 
the Philippine archipelago. Its people 
are of sturdy stock, inured to a con- 
stant stream of typhoons during the 
June-October wet 
season, and a sense £ 
of isolation vear- 
round. 

Their homes are 
built of chunks of 
grey volcanic rock, 
and their agricul- 
ture — the mainstay 
of Batanes' econ- 
omy, apart from in- 
shore fishing and 
coral farming — is 
all underground: 
root crops, includ- 
ing garlic, cassava, 
potatoes and yams, 
which are not likely 
to be swept away by the storms. 
So Enrile had a subdued welcome 
from these somewhat dour people 
when he and this correspondent 
flew to Batanes a few days before 
the recent election for the Philip- 
pine National Assembly. This 
was in marked contrast to the 
rousing choruses which greeted 
him during therallies hestaged in 
his home province of Cagayan, 
the nearest Luzon landpoint to 
the islands. 

Enrile was campaigning in 
Batanes for the ruling Kilusang 
Bagong Lipunan (KBL), or New 
Society Movement's candidate, 
Fernando Faberes. But vote-win- 
ning rhetoric — "This man will be 
with the majority party in the as- 
sembly, and therefore will be able 
to give you all you want" — which 
went down well in other rural 
areas, provoked only polite rip- 
ples of applause. 

So a clearly off-balance Enrile 
decided to make an even more di- 
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rect approach, based on the fact that 
he, asa cabinet minister, could act asa 
channel for Faberes to Malacanang, 
the presidential palace: "If you vote 
for opposition candidates, they will 
be voices in the wilderness. They will 
not even be able to submit names for 
janitors. They will not even be able 
to enter the bathroom [of Mala- 
canang]." 

At the end of the rally, the people of 
Batanes nodded sagely to each other 
and quietly moved away to go about 
their business. They had come mainly 
to see a new face on an island where 
new faces are rare. The fact that they 
had been listening to the defence 
minister meant less to them in terms 
of Manila power than the reality that 
Enrile could arrange regular visits by 
naval vessels and the air force as an 
auxiliary to the daily Philippine Air 
Lines flight in order to ensure that 
their sick could receive medical 
treatment, and their lifelines to the 
mainland were more secure. 


n many ways, the reaction 

was an extreme reflection 
of the way hundreds of thou- 
sands of Filipinos living in 
far-flung areas of the Philip- 
pines viewed the national 
election. Boycott move- 
ments, worries about Presi- 
dent Ferdinand Marcos’ con- 
tinued grip on power and the 
outrageous murder of his 
chief political rival, Benigno 





Aquino, were of only passing interest. 

An election for Filipinos such as 
these, living a simple life in rural 
areas of the predominantly agricul- 
tural country, meant a chance to vote 
for a candidate who might be able to 
improve their simple lot in life by 
providing such essentials as irriga- 
tion for their crops, electricity for 
their homes, education for their 
children, roads and bridges. When 
Enrile earlier addressed a rally in the 
village of Palca, on the western fringe 
of Cagayan province, the large ban- 
ner fluttering in the hands of two 
farmers carried neither a pro-gov- 
ernment nor opposition slogan. Its 
poignant message was: "We want an 
asphalted road from Ferry to Cen- 
tro." 

Enrile promised the villagers just 
that, pointing to the other material 
advantages in the form of roads, 
bridges and electricity he had 
brought to the province in his six 
years in the assembly. He mercilessly 
exploited this theme —as so did other 
KBL candidates, particularly cabinet 
ministers, in other parts of the coun- 
try — with the added bonus that his 
constituents were voting for a man 
who has said he might run for presi- 
dent in the next presidential election 
in 1987. That meant that the candi- 
date was a man who was not only ina 
position to be a provider but, if he be- 
came president, could be expected to 
be a super-provider for his home pro- 
vince. 

Again like his fellow ministers, En- 
rile also benefited from the fact that 
he was able to swing the provincial 
administration behind him to oil the 
logistics of campaigning. Local offi- 
cials, from the governor down to 
barangay (local district) officials, 
helped to ensure successful rallies 
with good attendances, doubtless be- 
lieving that they would be well re- 
warded for their assistance in one 
way or another. 

The formula was generally success- 
ful, but in Batanes the impression 
was that, whatever the election re- 
sult, the people would shrug, perhaps 
discuss the prospect of their assembly- 
man improving the surface of the only 
road around the main island, and then 
batten down the hatches for the first 
typhoon of the coming rainy season. 

— RODNEY TASKER 
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‘There have always been hotels 
that live up to vour expectations. 
Now theres one that exceeds them. 


Seoul Hilton International 





For reservations call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 


Tous Victor. Lhe art of J— 





Exclusively at the Louis Vuitton stores. 
Hong Kong, Peninsula Hotel and at the Landmark « Singapore, Hilton Hotel « 
Melbourne, Hardy Brothers at 338 Collins Street « Taipei, 505 Tung Hwa South Road « Seoul, Lotte Shopping Center « 


In Japan « Tokyo « Fukuoka « Hiroshima « Kobe « Kyoto « Nagoya « Osaka « Sapporo « Y okohama « 


Y Some people have a talent for 


travel. They look upon travelling as a fine art. 

These true connoisseurs require the best. It 
is for them that the Louis Vuitton craftsmen 
create luggage and perpetuate the tradition of 
custom-made work. 

These skilled artisans ensure that each 
trunk, suitcase and bag, be it of the classic 
"Monogram" line or the new *Challenge" 





line, bears the Louis Vuitton stamp of 
strength, durability and refinement. 

They meticulously select their materials: 
traditional. leather and brass, or innovative 
space-age fabrics such as Kevlar*, and 
authenticate their work with the renowned 
initials. 

The Louis Vuitton concept of luggage is 
unique. It has been maintained since 1854. 


In Paris and the major cities of the world. 
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LETTERS TO THE EDITOR 





The Raj's rules 


I was fascinated by your excellent fea- 
ture on the Indian Army [REVIEW, 31 
May], but at the same time rather puz- 
zled. Apart from one or two obvious 
errors, such as giving the date of Re- 
public Day as 29 January when it 
should be 26 January, you rather gave 
the impression that the heritage of Bri- 
tish Army training and British Army 
traditions is unique to India, whereas 
this is far from the truth. 

This heritage pertains throughout 
the former empire, from Malaysia to 
Africa to the Caribbean. In all of those 
places, there is (in law) strict separa- 
tion of the army from the civilian 
power, a deliberate balance kept 
among the army, the other armed 
forces and various police forces — all 
of which is designed to prevent an 
army takeover by rendering the army 
powerless constitutionally and, in the 
worst-case scenario, by ensuring that 
the police have sufficient military 
power and political clout to counter- 
balance the army. 

But this has not prevented coups oc- 
curring in a number of Commonwealth 
countries, notably in Africa and the 
Caribbean, though also in Pakistan 
and Bangladesh. 





“Melbourne and Sydney 
now share a certain style. 
A Regent.” 





It is not the tradition of the Raj 
which keeps the army on the sidelines 
in India, but the survival of the 
Westminster system of government — 
no matter how debased it has become. 

It is obvious that, wherever the ves- 
tiges of Westminster have been re- 
tained, there has never been a military 
coup. It is in those Commonwealth 
countries where, for one reason or 
another, a one-party state has been 
adopted, or a presidential system in- 
troduced, that the military has — 
again, for good reasons or bad — taken 
over. 
New Delhi 


Mujib's two faces 


To assess correctly the political 
character of the late Bangladeshi pre- 
sident Sheikh  Mujibur Rahman 
[REVIEW, 17 May] one ought to consider 
him as a twofold character by dividing 
the time-span of his political career. 
Post-independence Mujib was very 
different from  pre-independence 
Mujib. Nobody denies even today his 
contribution to the healthy growth of 
Bengali nationalism which resulted in 
the emergence of a new nation and his 
long struggle for Westminster-style 
democracy. 


'SUBADAR' 


RMSUIOCC 


Sydney and Melbourne 
have never seemed so 
close. For now, each city 
boasts a Regent. And 
each of these hotels 
reflects a style and 
elegance only found in 
the other. 

The Regent of 
Melbourne and The 
Regent of Sydney. 

Hotels for the interna- 
tional traveller accustomed 
to, and finding once 
again, perfection, | 











the 


SYDNEY 
A REGENT * INTERNATIONAL HOTEL 


ALBUQUERQUE. AUCKLAND. CHICAGO. FII HONG KONG. KUALA LUMPUR. MANILA. MELBOURNE NEW VORA PUERTO RICO SYDNEY WASHINGTON Dt 
SYDNEY 238-0000, TELEX 73023; MELBOURNE 630321, TELEX 37724; HONG KONG 3-663361; 
SINGAPORE 7373555; TOKYO 03-211-4541 OR SEE YOUR TRAVEL AGENT. 





But after assuming power as the 
head of an independent country he was 
planning to abandon the idea of par- 
liamentary democracy as his charisma 
began to wane and finally, fearful of 
losing control, he thwarted Western- 
style democracy and established a one- 
party system instead. During the time 
of his struggle against Pakistani domi- 
nation, Mujib used the slogan of par- 
liamentary democracy to mobilise 
popular support and capture power. 
Parliamentary democracy was not an 
end in itself, it was a means to an end. 
Dhaka MD NASRUL HYE NIZAMI 


No joke 

Derek Davies' reference in TRAVEL- 
LER'S TALES [24 May] to “the two rab- 
bis standing in a queue waiting to enter 
a gas chamber" was more than an un- 
fortunate attempt at humour; it was 
offensive. While all communities 
should be able and willing to accept 
themselves as the butt of others' 
humour on occasion, this liberty can- 
not appropriately extend to the ulti- 
mate horror that Germany inflicted on 
6 million Jews. He proceeded to reveal 
with apparent relish the source of his 
humour as an Austrian friend. This 
came as no great surprise; Hitler was 


Austrian too. LINDSEY SHANSON 

Southeast Asia Correspondent 
Singapore Jewish Chronicle 
e Derek Davies replies: I described 
my friend as a "former Viennese." In 
fact, he is American and Jewish. Not 
that it signifies. 


The Keswick way 


Christopher Wood's appraisal of Jar- 
dine Matheson was somewhat dis- 
torted. I was formerly with Jardine 
Waugh in Malaysia and I still feel that 
Jardine had the right direction during 
Henry  Keswick's era. Knowing 
Henry's style of working, his charisma 
and his method of instilling loyalty 
within the company, I am sure Jardine 
will get on its feet again under Sérnon 
Keswick. f 


Petaling Jaya SAM RATHNAVEL 


Peaceful protest 


I was a participant in one of the "anti- 
racist demonstrations" mentioned by 
Jacqueline Rees [BRIEFING, 24 May]. I 
can testify that the occasion was a 
well-attended, lively and peaceful 
rally. It was not "violent" as reported. 
It should be made clear that only the 
racists want violence — not the others! 

Rees also touched on an issue which 
should be seen as what it is. This is the 
talk that overseas students in Austra- 
lia are displacing local students. It 
should be noted that Australia is be- 
hind most if not all developed coun- 
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Kuwait Airways offer the best of 
Eastern and Western cuisine served 
Y with traditional hospitality. 


Kuwait Airways offer convenient con- 
nections to all the major cities in the 
Gulf, Middle East, Europe and on to 
USA - all in the comfort of the most 
advanced fleet of B-747s, B-727s and 
the latest Air Bus - 310s. 


DE S uS r3 
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KUWAIT AIRWAYS 
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For further information 

contact your local travel agent 

or Kuwait Airways - 

Bangkok - Tel. 2515855 
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If you think of IBM as a big 
company that makes big 
computers for other big 

companies, you're right — but 
A only partially so. 

We're also a company that 
77m serves thousands of small 
! businesses and professionals. 

There are good reasons for it. 
Our growing selection of small 
computers is one of them. They 
provide problem-solving power at 
prices that won't create problems 
for you. 

They help you and the people 
who work with you handle 
accounting, word processing. 
forecasting. inventory and other 
tasks that are the foundation of 
any enterprise, large or small. 

And to use most of our systems. 
you dont need computer 
experience either. 

From the instruction manuals 
that accompany them to 
the training programs we 
make available. 
everything is designed to 
put you in charge quickly 
and painlessly. 

For large companies and 
small, IBM adapts to the 
AW unique needs of its customers 

- putting them and IBM 
together in very productive wys. 

We'd like to do the same for POU! 

You may need a big solution. 
You may need a small solution. In 
either case, IBM is the right 
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Your article Winners and losers [31 
May] reports that losing candidates of 
President Ferdinand Marcos' party in 
Cebu City abruptly reversed their 
downward trénd when mysterio 
delayed election returns sudden: 
faced with 17,000-to-30 majori 
. This is the type of majori vO 
mally associates with the 
. countries. Nonetheless, it 
the REVIEW s 24 May foreca 
-reversals would be highly 
based on ——— ; 
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cold wartime flights to Canada. 

It appears that a short-circuit occur- 
red with accompanying sparks, while 
Winston was on the throne, and that 
his language to the engineer concerned 
was not an expression of thanks! 
Hongkong 


Your article on Malaysia's secret oil re-. : 
serves [31 May] states that the Dulang |. 
oilfield is part of the former Conoco ac-. |- 


reage and that it was previously 


thought to be marginal. The fact is | 





Conoro never à 
ingeré 
field’ situated partly in acreage that 
was relinquished by Esso Production 
Malaysia Inc. (EPMI). After relin- 
quishing the: western portion of the 
structure, EPMI drilled the eastern 
side and made an oil discovery. The 
western portion was then picked up by. 
Petronas Carigali, the operating sub- 


iny stage owned any 


sidiary of the state oil corporation: Pet- d 





ronas, and lat 
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Qwned an interest in Dulang presuma- 
bly reflects varying interpretations of 





the western portion of the Dulang field 
but the southern, close to the 5° bound- 
ary and adjacent to Conoco's current 
acreage (in Sotong, Duyong and And- 
ing). Conoco divested itself òf the 
southern acreage in Dulang. 


A question of realities 
Julio Jeldres [LETTERS, 31 May] does 


history of Cambodia, including 


LEE SWEE GUAN | Bu sian 
3979) that he had been in error. 








© The statement that Conoco: never : 
case on the basis of personalities rat! 


what constituted-Dulang in 1979 and 
now. The Carigali holdings are not in, Lo 1 
the ENS D —— Pol Pot, othe 





 puchea coalition, 
| which sustain them. What is urgently 
needed is the restoration of peace to 


great disservice to scholarship. in his |. 
remarks concerning the work of Dr | 
Ben Kiernan, who is well known for | 
major research on the contemporary - 


Home from home 







meticulous study of history dating 
back to 1942 (Peasants and Politics in | 
Kampuchea, with Chanthou Boua, Zed | 
Press, 1982) and a second book ds joint. 


able politically: somewhere which 
tually wants the games: 
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powers 


the countryside of Cambodia, and this 
will not come about until foreign pow 
ers cease all support for the Pol Pot 
group, both military and diplomatie 
Rose TUUS SA B. J. SMITI 


as been suggested that a permane 
ould be found for the Olym] 
s: somewhere generally acc 
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ych can afford them. 


. flight engineer had prepared an elec- | 
 iricallv heated toilet seat on an air- 
craft, for one of Winston Churchill's L 
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. RESEARCH FELLOWSHIP S | 
IN ASEAN AFFAIRS - 


Applications are invited for two Rosach Fellowships a available at the veel 
of Southeast Asian Studies. 



















ELIGIBILITY: These Research Fell — are — to applicants who are 
nationals or permanent residents of ASEAN countries on a rotational basis. 
Nationals or permanent residents of Philippines and Singapore are eligible to 
. apply for the next round of fellowships to be awarded. >- 













QUALIFICATIONS: Within the foregoing, preference will be given to those — 

~~ candidates with Ph. D. or equivalent qualifications, of those with first- hand - 

. high-level experience in ASEAN affairs, and who are in a position to complete ' 
the proposed projects in the stipulated periód of each Fellowship award 









" DURATION OF AWARD: Each award can be for any appropriate length of 
time, up to a maximum period of twelve months. Extension beyond this period 
will not be considered. 












FOCUS OF RESEARCH: The area of research can be any topic pertaining 
to development and associated problems of ASEAN, with special emphasis 
on pub lishabie research. 









RESEARCH PROJECTS: Research 2 submitted tr consideration should 
. be well thought-out and be as complete as possible in terms of aims and 
| objectives, scope, schedule of work, and so on. — 


i STIPEND/HOUSING SUBSIDY: ‘Bach Fello ——— pays a SM allowance in 
the range of $$2500 — S$3500 per month, the actual amount provided depends 
on candidate's qualifications and experience. 























OTHER BENEFITS: in addition, travel. resenem allowances. and medical care 
are also provided. | a E CHE. 





All applications, giving full details, should be sent directly to the respective. ; 
. ASEAN National Secretariat of the nationals concerned, preferably by 31 July © 
1984. | x 





Applications are invited for Research/Senior Research Fellow- 
ships in the following areas: i | 


NATURAL RESOURCES/AGRICULTURAL ECONOMICS - 


The appointee will be expected to undertake applied research | 
into the social and economic aspects of natural resources man⸗ 
l agement and policy in Papua New Guinea. Experience in social - 
|] and environmental impact analysis will be an asset. 


POLITICAL SCIENCE | 

. The appointee will be expected to conduct research within the 
broad area of political decentralization in Papua New Guinea, 
focusing on the operation and administration of provincial gov- 


ernment, national- provincial relations, and local-level Bovern- 1 


ment. 


SOCIOLOGY 


The appointee will be expected to undertake research into 
either law and order in urban areas or rural extension. We are 
seeking a broadly trained person with quantitative skills and ex- 
perience in conducting survey research in developing countries, 


Familiarity with various computer packages (SPSS, SAS. 


BIOMED) will be g an eae 


Applicants must — a Ph.D. degree (or equivalent ¢ experi- 
ence), a good research and publications record, and some ex- A 
| perience in countries undergoing rapid change. Thes — TA 
|] applicants should be willing to work with staff in o ip- TLS 


lines, to assist in the Institute's training programme 


vide technical assistance to various government dep rtments. E. | 
The level of appointment will be determined by qua ifications : 


and experience. 


Initial appointment between 12 and 24 months = | ED si 
of extension. Annual salary K16,910 to K17, 655 (Re cat 
low) or K18,015 to K19,390 (Senior Research Fellow 


[kina] = US$1.15; £0.81; A$1.25 as of 5/84), with 24% grati ity. 


Airfares, some relocation expenses children’ E: edu ation al 
ance, and free housing provided. ir 


Submit c.v., availability, and names of — "m o Di e 
[ tor, LASER. PO Box 5854, Boroko, Papua New Guinea. Tel 
|. phone: 253280. Applications. close. 30 August 1984. ne: 
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The postponement of an inspec- 
tion tour to Irian Jaya is a further 
jolt» to Australia-Indonesia rela- 


| Malaysian. Prime Minister Datuk 
Seri Mahathir Mohamad now has 
to mend some fences after the 
success of his men in party elec- 
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ment) is named. | | 
| The other major change: was 
the removal of Abdul Majed 
Khan as education minister. 
Khan's controversial educa- 
tion policies following the im- 
position of martial law in 
March 1982 sparked off anti- 
government rioting. Khan has 
become planning minister in 
the new cabinet, switching 
places with Shamsul Huda 
Chowdhury, a Jana Dal party 
stalwart. 































| to MCA crisis- 


eral prominent members 


'ommunity began peacemak- 
ng efforts to end the leader- 


Malaysian Chinese Associa- 
n (MCA) because of concern 
hat the party might be ir- 
eparably damaged. The com- 
munity leaders are said to in- 
lude the president of the 
Associated Chamber of Com- 
erce and Industry, Datuk 
Wee Boon Ping, and the presi- 
nt of the Selangor Chinese 
jamber of Commerce, Datuk 
ong Tok Kai. 
The battle for the party 
esidency has split the MCA. 
wn the middle, with the 
s acting president, 
Datuk Neo Yee Pan, and his 
al, former party vice-presi- 
ient Tan Koon Swan, now 
oving the fight to the courts. 
je peacemakers are said not 
too optimistic. — K. DAS 















Three e 
leaders of Singapore' s ruling 
.People's Action Party have 












ministers to full cabinet rank. 
Topping the list is Ahmad 
Mattar, the only Malay in the 
| cabinet, who has taken over as 
minister of social affairs after 
having served as acting minis- 
ter since 1977. 

The others are Yeo Ning 
Hong and S. Jayakumar, who 
had been promoted to acting 

ministers in late 1983 during a 
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has become minister of com- 
munications and is also sec- 
ond minister of defence. 
Jayakumar has been pro- 
moted to minister of labour 
and concurrently holds the 
positions of second minister in 
the departments of law and 
home affairs. — V. G. KULKARNI 


/ongyang announced on 2 
nethat North Korea will not 
nd a team to the Los Angeles 
pic Games, in line with- 
oscow’s decision to boycott 
e games. Only one day be- 
re, à fourth round of bilat- 
àl talks aimed at organising 


int North and South Ko- | a 
Olympic team, scheduled | Vietnamese minister 
‘be held at the Panmunjom | fired for corruption 
mistice village, was cancel- | Nguyen Huu Thu has become 
“when representatives from 
e North failed to appear. 
Meanwhile, Cho Sang Ho, 
cretary- general of South 
s Olympic organising | 
ittee, dismissed sugges- 
ions that the Soviet boycott of 
he games would affect the 
1988 games, Pinned to be 

























missed for corruption. An an 
nouncement of the Council o 
Ministers, published in the of 
ficial party newspaper Nhan: 












had been replaced as secret- 
ary-general of the Council of 
Ministers and as chairman of 


_ committee. ' 








— a member of the Vietnam- 
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| Korea Electric Poner. Corp. 
signed. on 5 June an eight- | 
US$35 million loan | 
| newspaper, but given the size 





| year, 


_ -- S. KAMALUDDIN 


second- -generation | 


| London 
been promoted from acting | 


|] minor cabinet reshuffle. Yeo 


one of the highest ranking ] 
Vietnamese officials to be dis- j 







Dan on 30 May, said that Thu |“ 


the office of the council by- 
Doan Trong Truyen, formerly D 
chairman of the state prices. 







"Thu's positions cárried with | lion 


them ministerial rank. Thu is | 





nmunist Party central | | i ne 
e. i apecit announce- | ¥ 





agreement with a group of 10 


banks. The loan is to assist the 


construction of Korea Nuclear 


Power Plant Units 9 and 10, | 
The loan, lead-managed by 


Bankamerica Capital Markets 


Group, Dai-Ichi Kangyo Fi- 
| nance (Hongkong) Ltd and 


KEB (Asia) Finance Ltd, con- 


rate for the first six years 
and 0.875 of a point there- 


after. l 

The second tranche | is baied 
on United States prime rate | 
plus 0.2 of a point, or the ad- 
justed rate for 90-day secon- | 


dary-market certificates of 


deposit plus 0.2 of a point. The. 
loan carries a commitment fee 


of 0.375 of a point. 
Es | A CORRESPONDENT 


Dhaka raises export ES 

targets for coming year 

Bangladesh's Export Promo- 
tion Council has proposed an 
export target for fiscal 1984- 
85, starting I July, of Taka 
22.38 bilion (US$895 mil- 
lion), 
higher than the current fiscal 
year's forecast export earn- 


ings. 


The council said Dhaka's 
ings 





lion T in the comparable period 


ce dx recorded a 
15.2% rise while the export- 
volume. rose- : 6% in the 


| period. 
The target. for jute and jute- | 


goods xports has been set at 


llion, tea Taka 1.82 
illior frozen food Taka 2 bil- 
“and garments Taka 2.2 
billion. | -$& KAMALUIODIN 

















which is some 13%. 


! in the 10 
months to. the end of April 
“stood at US$691.26 million, 
compared to US$569.66 mil- 


It said the ex- 


n, for leather |. E 


complete the — which 


AE Mast à of f Halla’ S cement out- 






ack re ce 
ous,” or Chinese-owned, busi- 


nesses. 


Taradi Bet staff have lob- 
bied for the reopening of the 


of the market, the launching of 
Neraca would rule out the pos- 
sibility. Neraca is to be owned 


by the head of the Indonesian 


journalists association Zul- 


harmans, the leading daily 


newspaper Kompas and busi- 


 nessman Abdul Latief. 
sists of two tranches. The first |. : 
| carries interest at 0.75 of. al. 
percentage point over the 
inter-bank offered 


— SUSUMU AWANOHARA 


| A new TV station. 
is launched in Malaysia 
Malaysian Prime Minister 
Datuk | 
-Mohamad's privatisation pro- 
| gramme began on 1 June with 


Seri Mahathir 


the launching of Malaysia's 


. first private TV station. Called 


TV3, the new station began 
broadcasting for seven hours a 
day, beginning at 5 p.m., with 


| programmes consisting al- 


most entirely of imported 


| popular soap operas. The sta- 
tion will serve the Kelang Val- 


ley, with transmitters reach- 
ing an area 90 kms in radius. 
— K, DAS 


IFC invests in South 


Korean cement plant - 


International Finance Corp. 
(IFC), a World Bank affiliate 
that finances private-sector 
business in developing coun- 
tries, has announced it will in- 


vest US$9 million in the con- 
struction of a cement plant i in 


South Korea. 


The multilateral agency 


wil provide Won 3.2 bil- 
lion (US$4 million) in equity 
‘and Sfr 11 million (US$5 
million) by way of a loan 
| to help ub s Halla Ce- 

fa | Okke, 





y 
million equiv: ent has already 
been invested; an additional 
US$45.2 million is needed to 








put will be -sold on the 
at. IFC |. has 
38. invest- 
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Load up a 20-place Bell 214 SuperTransport 
with passengers and send it out 800 kilome- 
ters. Thats something you can't do with 
other transport helicopters. In fact, the 
214ST is the most requested transport heli- 
copter working offshore because it does a 
job without sacrificing speed, distance or 
comfort! It allows easy access in — and out. 
Visibility is superb with an almost 180° view 
for those inside. Seats are the widest of any 
helicopter in its class. 


Whether you need a full-time transport 
aircraft or an over 3500kg-lifter, Bell's 

214 SuperTransport has the record to go 
all the way. 

For more information on Bell's 214 
SuperTransport, call or write on your let- 
terbead to Cliff Kalista, Vice President, 
International Marketing, Bell Helicopter 
Textron Inc, Dept. 734, Box 482, Ft. Wortb, 
Texas 76101 USA (817) 280-3182. Telex: 
75-8229. Cable: Bell Craft 


Bell Helicopter SARI 


a hey 


. 4 
is. 4. D"C Cl AL; 2—. -—- à" 


A Subsidiary of Textron inc, 
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-| arenot — happy about, 
y i by all accounts. Chi has been in 
Bangkok since mid-1971 and 
Kouznetsov took up his 
assignment in August 1978, five 
months after Jockel. A similar 
situation arose in the military 
attaché corps two years ago when 
4+ the intended reassignment of - 

e —— Col Ee Tean Chye 
he~“! would have meant the elevation . 
r | of Col Anatoli Gouriev to dean. 
Reliable informants say Ee was - 
| asked to stay on, and the Soviet. 
-attaché was finally posted Tome 

| in N ovember 1982. i 


: Nanjing University (Nanda) for 
the first time since the Cultural 
Revolution, but this time the 
activists are not Red Guards, 
according to reports from 
Nanjing, in China's Jiangsu _ | 
province. Wall posters appeared . 
on the campus in late May calling. 
for university reforn | 
removal of “poisono 
influences in the uni 
the reports. On the evi 
May, a group of mor 
chanting students are sz 
marched from the campu 
provincial government.o 
Nanjing where they petiti 
for removal of the presen 
university head and party 
leader and —— : 
















purchase o of F | 
N ombers im. F20 Tigershark fighter- ; 
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by afew months the arrival 
first « pote 40 A4 M Skyhawks | 






















GOL : EN HANDOUT 
| Malaysia's new Yang di-Pertuan 

Agung, or king, Sultan Iskandar. 

— of Johor, who took, 














was apparently prompicd 
omission of Nanda from a 
. published list of China's tc 
. universities. Party official 
| hold meetings with studen 
representatives on the foll 
day, stressing to the student 
reform is welcome but only 
the leadership of the communis! 
. party. The final results of those BE 
meetings remain unknown, 
"however, and the protest leaders. 
have apparently been detained. 














dome 000 0 (US$22 6 600). a mont 
towards a a Scho ee f und to 


While senior 
Thai Foreign 
Ministry .<..- 
officials tend i 
to play down > 
the issue, it is 




























nt to som: USS. 35 uo 
understood during his five-year term on th 
there is some throne. The king is also 
concern over | understood to have suggested 
the retirement. that plans for certain other . 
luin | nextyear,or | “perks” of office, such asa new 
| possibly earlier, of Australian Rolls Royce, be scrapped and the 
i eee ae to Thailand Gordon | budgeted money be added to the 
J fund. The sultan, one of the 

: oviet Ambassador Yuri ^ | wealthiest of the nine hereditary 
Couznetsov will besecond in line- | state rulers, who become king in. 
year-old Singaporean ~ | rotation, is expected to announce 
AT ib jassador Cn Ow Yangas = the fund this nonne ELE 







































| "The Royal Malaysian. Air Force - 
(RMAF) is seeking a further | 

upgrading. of its capabilities ove 

. the next few years. Folownp 
4m hailand's c ontinuing bid for. 






































clamped a total news blackout on the: state send teams to the Los Angeles Olympics . 
and banned the movement of buses, trains | but will join the Soviet boycott of the. 
.and private vehicles, the Press Trust of | games (2 June). 

India said (3 June). Thirty-six Sikh milit- | 

 antsinsidethe Golden Templein Amritsar | SINGAPORE 

were killed in a five-hour battle with Seven Malaysian F5 fighters flew in for 
police and troops, it was reported (4June). | a week's deployment and to hold joint 
At least 200 people evacuated the Golden manoeuvres with Singapore aircraft (I. 
He d dune): c June). 7, 


Indian External Affairs Minister P. V.. Three policemen were killed in an am- 
Narasimha Rao had talks with Indonesian | bush by separatist guerillas in the north (5 


thakma insurgents killed 48 — ania E 
d 50 in raids on three villages in | 
gong district, it was reported (2 











June). 


Premier Zhao Ziyang arrived in France: 
for an official visit (30 May). Zhao arrived. | 
in Belgium (3 June). | 


HONGKONG 
The 15th round of Sino-British — 


























ended in Peking and it was announced | Foreign Minister Mochtar Kusumaat- June). 
that the next round would be on 12-13 | madja in —— (4 June). 
June(31 May) — i THAILAND 


A Thai air force aircraft was fired on by 
Lao anti-aircraft batteries while it was 
escorting a party of army officers visiting 

EP 4 disputed border villages in Uttaradit pro- 
NORTH KOREA . vince, a senior Thai army officer said (2 _ 


Fyongyang announced that it will not- | June). 


JAPAN 
Prince Norodom. Si hanouk arrived for a 
week-long visit (30 May). 


INDIA T 
At least eight people were killed in vio- 
lence i in Punjab, it was reported (30 May). 
The army took control of security in Pun- 
jab (2 June). The Punjab state government , 
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The army moves in on Amritsar to end a long terror campaign 





By Mohan Ram in New Delhi 


ith the consent of all shades of 


W Indian political opinion, Prime 
Minister Indira Gandhi's gov- 
ernment has exercised its last option 
against the escalating Sikh extremist 
terror in Punjab state and used the 
army against the diehards sheltering 
in Amritsar's Golden Temple, the seat 
of the Sikh religion. 

But despite the welcome given to the 
government's action from the entire 
spectrum of political parties, from the 
Communist Party of India-Marxist on 
the Left to the Hindu nationalist 
Bharatiya Janata Party on the Right, 
Mrs Gandhi is taking a political gam- 
ble in forcing a showdown with the ter- 
rorists in an election year. Only if the 
operation is successful in the long run 
will it become clear whether she will 
come out of the exercise with increased 
prestige. 

After months of militant action by 
the Sikh extremists in support of their 
claim for an autonomous Khalistan 
state, the government called the army 
out on 2 June. From then on, military 
commanders effectively controlled the 
anti-terrorist operations, though 
theoretically the civil authority is still 
supreme. Steps accompanying the de- 
cision — a curfew, suspension of rail 
and road traffic, a blackout of news 
about army operations and a ban on 
the entry of foreigners to Punjab — im- 
mediately suggested an operation to 
ferret the terrorists out of their temple 
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Sikhs under siege 


sanctuaries, which the security forces 
have so far refrained from entering for 
fear of further inflaming religious feel- 
ing. 

Interest centred on the Golden 
Temple, the holiest of Sikh shrines, 
from the safety of which Sant Jarnail 
Singh Bhindranwale, the extremist 
leader, had been exercising authority 
parallel to the government's and di- 
recting his terror campaign in support 
of the secessionist demand. The army 
and other forces circled the Golden 
Temple and the militants inside ex- 
changed sporadic fire with them, using 
machine guns and mortars. 

The operation at the Golden Temple, 
as well as some other shrines, was clearly 
aimed at forcing the fugitives to sur- 
render. By all accounts the army 
seemed to have been given a free hand 
to enter the temples and even to storm 
the Golden Temple, but only if it was 
unavoidable. 

Implied in the belated and 
controversial decision to use the army 
was an admission of the civil author- 
ity's failure to deal effectively with the 
law-and-order problem, even after it 
had acquired special powers when 
Sikh terrorism reached a high point 
and the state was brought under direct 
New Delhi rule in October 1983. 

The decision to call in the army was 
coupled with the prime minister's offer 
to negotiate on the Sikh demands, 
which have been behind the three- 





year-old campaign with the moderate 
leadership, represented by the Akali 
Dal party. This was a change in New 
Delhi's tactics, since in the earlier 
stages of the campaign it thought the 
terrorists could be worn out through a 
low-key response. 

But this approach had only 
strengthened Bhindranwale while the 
moderates, who seemed to prefer a 
negotiated settlement, were inhibited 
from holding talks with the govern- 
ment, fearing an extremist backlash. 
But suppression of the terrorism, if 
achieved, would leave the Akali Dal 
with the option to seek a political solu- 
tion with New Delhi and isolate the 
secessionists. Suppression of terrorism 
would not mean a defeat for the Akali 
cause. 


ven though the government action 
was welcomed by other political 


factions, some took the opportu- 
nity to qualify that with criticism that 
the decision was belated. Mrs Gandhi 
had earlier been accused of drift and 
procrastination over Punjab, and it 
had even been suggested that she was 
not keen on negotiations with the 
Akali Dal because she wanted to 
emerge as the “saviour” of the Hindus 
in Punjab. But at the same time she 
had also faced a contradictory charge 
— Of failure to protect Hindu lives 
and property in Punjab) and else- 
where. 
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Congress party inigh E 
solidate the Hindu vc 
Punjab and other parts of the country. 
But one cannot be too sure because 
overcoming the terrorists is not every- 
thing: the Sikh demands would still re- 
main. If the demands are conceded 
there would be a Hindu backlash, not 
only in Punjab but in those neighbour- 
ing states which would be affected by 
the concessions — in the form of loss of 
territory or a reduced. share of inter- 
state river waters, with. which two of 
the demands are concerned. 

On the other hand, her image would 
suffer if the operation failed or was 
prolonged. When the army w called 
in, the impression created was t 
would be a short and swift o 
The government was stakin; 
stige on this and will have toa. 
consequences of a failure. | 

It had to be decisive and succeed i in 













the first instance, because it is not - 


something to be repeated. A prolonged 


operation committing the army to a 
oy | of India, which has seen much worse 

L| carnage during the past few years. As 
in most of India, Hindu rioters here do 
X fear the police and the Muslims | 










continued role may not be cond 
political or public opinion. Althougt 
the action itself has been welcomed 
some political leaders — Janat: y 
president S. Chandrasekhar and 
Chief Minister of Andhra Pradesh 
T. Rama Rao of the Telugu Desa 


party, for instance — have questioned 


the wisdom of using the army. 


artial law was not immediately 





army was carrying out the ope- 
rations without special powers. Im- 


portant here is the fact that the army | 
was not engaged in a counter-in- - 
surgency role as in some of the north- 
| -privileged groups. 
volts. Prolonged deployment of troops A threat to the lives and property of | 
| members of these groups conveys the 
message that the middle ground in 


eastern regions affected by ethnic re- 


in Punjab would make it necessary 
invoke the special powers provided 
under the law passed in October 1983. 
There is a special reason for the gov- 
ernment's inhibition in the past about 





using the army in Punjab. The Sikh 


population is disproportionately re- 
presented in the army, and Sikhs hold 
key positions in the officer corps. The 
chief of the Western Command, Lieut- 
Gen. R. S. Dayal, who is directing the 


operation in Punjab, is a Sikh. Prò- | 





longed use of the army in Pun 
bound to affect the morale al the Sikhs 
in the armed forces. 

Moreover, no political pads 
can afford to give the armed forces the 
impression that it depends on them to 
rule the country. A prolonged peace- 
keeping role for the army where a large 
population is involved would be differ- 
ent from a counter-insurgency opera- 
tion in a small area where the ethnic 
demand is seen to be anti-national. 
And even in such cases, attempts ata 
military s solution have failed. 





or - itself in | 


introduced in Punjab, and the 









The Bombay riots were more » than simply a flare-up of communa 
tension and reflect some of the deep problems facing Mrs Gand 


By Salamat Ali in Bombay — 


he. bloody riots which started in 
 Bhiwandi, Maharashtra, and spread. 
Bombay 
(REVIEW, 31 May), were more than a 


into. the state capital, 


sporadic outburst of mounting com- 


| munal tension. They were one new in- 


dication of Prime Minister Indira Gan- 
dhi's mounting troubles and the for- 
bidding task she faces in retaining her 
present strength when she has to face 
national elections this year. 

The brutality of the riots in 
Bhiwandi, where victims were first 
stabbed and then burned alive while a 
huge crowd cheered, and the scale of 
violence in the nearby state capital 


were unprecedented in the recent his- | 


tory of Maharashtra state, though not 





> attacked do not:trust them. 


high state official argued that the riots 
were a conspiracy by Mrs Gandhi's 
rightwing opponents to weaken her 
power base. While upper-caste Hindus 
are fragmented and volatile politi- 
cally, Muslims tend to vote en bloc and 
thus constitute a "vote bank" on which 


| the Congress party has relied. Hence at 
the core of Mrs Gandhi's power base | 


are Muslims, the Hindu Untouchables, 
tribal people and other socially under- 





communal relations represented by the 
ruling Congress has vanished and 
these groups should look elsewhere for 
protection of their interests. Mrs Gan- 


| dhi’s critics concede the importance of 
| the Muslim vote, but ask where would 
| theruling party be if there was nocom- 


munal tension. They argue that the 
underprivileged votes go to Congress 


- | because it is supposed to provide pro- 
; | tection and that riots bring home tothe | 
| Muslims the importance of voting for | 


the party. 


But prominent Muslims across the 


political spectrum tend to think the 


| riots may cost the government Muslim 


support. Dr Rafiq Zakariya, a local 
Congress leader, and Ayoob Syed, 
publisher of the weekly Current, both 
believe that wooing the Muslim vote 


will be an uphill task for the ruling 


party not only in Maharashtra but in 
the rest of the country, though they do 


not pret how the Muslims will vote. 


allegiance before — to the oppositio 


| wala. He believes a beginning hi 
: made in that direction by the 


| League based in Kerala, the Mu: 
Majlis of Uttar Pradesh and the M 
Ete pada Muslaiveen | of 


ing to the REVIEW, one former r 


. ligions. To mark the 20th anniversa 








| from ` various religions reciting t 





























The — of the Indian Uni 
Muslim League and a member of par 
ament, G. M. Banatwala, said in an i 
terview that the Muslims had switch 


Janata Party in 1977 when Congr 
lost power — and now have.a mem 
of broken electoral pledges- on be 
sides. E 
The option lor them shoul | 
munal political platform of their 
from which they could bargain: 
crete terms. and be a partner. 
power structure, according to. 








alliance between three minor re : 
Muslim parties — his own. 









































well-founded reasons to ac 
police of bias against them. 
Kapoor did touch on how Hindu : 
ants look at the situation. Alar 
Sikh militancy in Punjab, some H 
see in the assertiveness of minori 
challenge to the security of Hind 
their own country. 
"They accuse Muslims. ot pr 

alien fellow M slims t E 






— t 





tion Shiv Sena, Bal Thacker to d 
clare: “Why should Hindus in t 

own country seek permission for 
brating Shivaji's birthday only becat 
Mustms — to it?” 7 (Shivmjiw wast 


— indisns such as Kapo 
accuse the Congress of professing 
secularism hypocritically and ca 
itoff forevery political gain. Their co 
cept of secularísm is to leave religi 
out of state affairs, while Cong 
thinks it means equal respect for allr 


of the death of Jawaharlal Nehru, t 
state-run TV station had eight cle 









— ape Ma eo — a ae 
Nehru wa S a 
known agnostic 


himself. Similarly, 
his daughter, Mrs 
Gandhi, visits not 
only Hindu temples 
but Muslim shrines 
and Sikh gurud- 
Waras and courts 


various religious 
leaders. 

Although the 
Bombay riots have 
been described as S 
“religious” or ai 
“communal,” there 


are those who see 
other causes: A member of the Indian 
Police Commission, K. F. Rustomji, 
after visiting the riot areas, said on 30 
May: “It is too simplistic to call the 
trouble communal riots. There is much 
more to it." According to him, the main 
motivation of the riots was looting, the 
elimination of business rivals and the 
burning of business sites. One top Con- 
gress leader told the REviEW privately 
that the pattern of the riots showed 
they were pre-planned and that the 
Congress-ruled state government was 
- forewarned and did nothing to prevent 
them. 

The behaviour of the police during 
the riots has been questioned and criti- 
cised, and state Chief Minister Vasant- 
dada Patil is also accused of delaying 
the use of the army, which earned ad- 
miration from everyone once it was de- 
ployed. It is now a common remark in 
Bombay that the army should be given 
permanent charge of the city, because, 
unlike the police, it would neither ask 
for bribes nor protect the criminals. 

The history of organised crime in 
Bombay is typical of the malady af- 
fecting the Indian political scene. A lit- 
tle less than two decades ago, a move- 








Troops and rot police on patrol in Bombay: more than meets the eye. 





ment was started aimed at protecting 
Maharashtran rights. Being a cos- 
mopolitan city and India's business 
capital, Bombay's industry and busi- 
ness was — and is still, to a large extent 
— owned by tycoons from other states, 
while its white-collar workers and a 
large proportion of labourers were 
largely from Tamil Nadu and Kerala 
in the south. The movement en- 
deavoured, through persuasion and 
later through intimidation, to ensure 
jobs for Maharashtrans and gained 
popularity with the Maharashtran 
lower middle class. 


he movement also moved into trade 

unions and was helped by major 
business houses which wanted to get rid 
of the communist trade unions. The next 
step was to take over protection rac- 
kets and the illicit trade in liquor, then 
prostitution, narcotics, smuggling and 
finally the construction business. 
There have even been suggestions that 
the violence in Bombay was partly "a 
slum clearance programme" launched 
by the underworld. The burning of 
squatters' huts at various places has 


cleared some potentially valuable sites 


The army's peacemakers 


The government's right to use troops for security duty is 
strictly limited under ground rules agreed with the states 


By Mohan Ram in New Delhi 


he division of functions between the 
central government and the states 

in India's quasi-federal set-up and the 
availability of a range of paramilitary 
forces to assist the police has helped 
keep the use of armed forces in civilian 
peacekeeping to the minimum in India. 
Defence is controlled by the central 
government and the armed forces be- 
long to it. Law and order is a state re- 
sponsibility, and derelection of duty 
invites central government interven- 
tion, which can mean dismissal of the 
state government. Not only can New 
Delhi give directives to state govern- 
ments on maintenance of law and 
order, it can make paramilitary and 
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armed forces available to a state if the 
local police is stretched in a particular 
situation. 

The Central Reserve Police Force 
(CRPF), raised and maintained by the 
central government, is for all intents 
and purposes an armed constabulary. 
When assigned to a state, CRPF units 
function under the direction of the 
state police. Another important 
paramilitary organisation is the Bor- 
der Security Force (BSF), created in 
the mid-1960s specifically to relieve 
the armed forces of routine border pat- 
rolling duties. But the BSF functions 
under the army's operational com- 
mand and is patterned after the infan- 





a politics, steeped: in the fe i 
tion of cipem has also become en- 
twined with the riots and their after- 
math. The chief minister is pivotal 
in dispensing this patronage, and 
Maharashtra has had four chief minis- 
ters in the past four years. A. R. An- 
tulay, a former Congress chief minis- 
ter, who is facing criminal charges of 
extorting money for the Indira Gandhi 
Foundation he himself had set up, still 
retains strong political support, 
primarily because he is seen as a 
"Robin Hood" who used dubiously ob- 
tained money for the good of the poor. 
Thackery praised him recently as a 
chief minister who did more for 
Maharashtra than anyone else. 

Recognising his popularity, as well 
as his dynamism, and despite the 
charges against him, the New Delhi 
government has made Antulay chair- 
man of the riots relief committee, 
though Patil also has formed a relief 
committee of his own. Now both com- 
mittees are functioning from the gov- 
ernment secretariat and adding to the 
annoyance of the chief minister, whose 
supporters accuse Antulay of being be- 
hind the riots to destabilise the state 
government and stage a comeback. 
Antulay's supporters retort that he 
would hardly have triggered riots on 
the outskirts of Bhiwandi where his 
wife's family lives. 

The in-fighting and rivalry within 
the ruling Congress, the corruption 
that now seems to have become en- 
demic and the cynical exercise of 
power are not typical of Maharashtra 
alone. More and more people are com- 
ing to agree that the system is rotten 
and a pushover for anyone who can 
present a credible alternative. But Mrs 
Gandhi's strength continues to be based 
on the inability of her rivals to present 
that alternative. 


try. It participates in combat under the 
army's direction. 

When sent to a state, the BSF has to 
establish rapport with the local civi- 
lian authority and liaise with it. But in 
practice, it functions in a semi-au- 
tonomous fashion. Because of the all- 
India character of its recruitment it is 
supposed to be free from regional or 
ethnic bias and act impartially. 

The army is called out very rarely to 
quell religious or political distur- 
bances or to stand by in case of a possi- 
ble flare-up. Although it acts in liaison 
with local authorities, it acts autonom- 
ously once its role has been specified. 
The ground rules for seeking the 
army's assistance and the role it can be 
assigned have been agreed upon by 
New Delhi and the states. 

Political control of the army and its 
use is watched carefully not only by the 
states but by the opposition parties in 
the central parliament. An attempt by 
the Congress government to use the 
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Taiwan takes a amore  syrtiplathetic view of the territory’ S 


future as it takes stock of it n dependence 





By Andrew Tanzer in Taipei. — 
"o many of the Chinese ini Taiwan, 
Hongkong is seen as little more 
than a splendid shopping centre. The 
spectacle of tourists returning fromthe 








British territory, with luggage groan- 
ing under the weight of electronies, | 
cosmetics and herbal medicines; is a- 
If locals here think | 


familiar sight. 
about Hongkong Chinese at all; they 
are apt to view them as rude, surly, 
effete and lacking in culture and ren 


qing wei — a traditional Chinese con- 


cept expressing the "human touch." 


But sympathy for Hongkong com- 


patriots is mounting’ on an island 


which is also home to millions of re- | 


fugees from the communist mainlànd. 


The Kuomintang (KMT) government, | 
which still clings to the fanciful notion - 


that it oH vends qu over H 





policies. towards the territory, H "ü 
decisions on contentious issues suc] EL 


immigration and trade with a Peking- 


controlled Hongkong need tobe made. 


When the storm first broke over ! 
some in- 


Hongkong in late 1982, 
Taiwan; including the government- 
guided press, appeared to wish the 
worst for the beleaguered territory. In- 


deed, if Hongkong is destroyed by a- 
communist takeover it would providea - 
rare propaganda windfall for Taiwan, 
bolstering the KMT claim that the is- - 
land is the true model for all China. But | 
soon wiser heads prevailed, pointing to 










opposition political parties. 
But political opinion favours the use 
of the army against ethnic insurgen- 


cies, such as in Nagaland, Mizoram — 


and Manipur, and such action is co- 
vered by a special law. Although there 
are elected governments in these areas, 


all counter-insurgency operations (in - 
which police and paramilitary forces |. 





participate) are under the army's di- 
réction. Recently 
India ruled agai / 
tion of church premises in Manipur. 






Although civil-rights: campaigners 
have been protesting against the de- 


ployment of the army in these areas, 
none of the political parties seems con- 
cerned, though the people in these 
areas are living. under a special armed 


lians are guaranteed 














billions of US dollars of 










forgotten. The opening © 


| for the project, at least 
jn the short term, have - 





army to oversee elections in Assam in | 
1983 was ruled unconstitutional by the | 
autonomous Central Election Com- 
mission — a decision applauded by | 


y the Supreme Court of | 
st the army s occupa- E 
1 lion trade surplus with its neighbour 


forces law, which denies the civil 


Taiwan's Rape 


Early hopes of turning to advantage 


Hongkong's decline have mostly pe- 
tered out. The government has dragged 


its feet on establishing a free trade 
zone designed to attract capital and 
people fleeing Hongkong. Statements 
by former economics 
minister Chao Yao- 
tung, who was prone to 
hyperbole, about luring 


flight capital have been 
"Taipei's — offshore 


nkir i entre is immi- 
t, but expectations 





been scaled: down. 
"Taipei's tight. security - 
and unwillingness to es- 
tablish: contacts with 
China bedevil efforts to assume more 


of Hongkong’s roles. 
Stil, Taiwan is attracting a slow. 
stream of investment from Hongkong. 





production. Taiwan's southern har- 
bour of Kaohsiung, the fourth largest 
container port in the world, is already 


giving the British territory a run for its - 


money in transshipments. 

But the economic costs of Hongkong 
collapsing — and pessimism about the 
territory’ s future is nearly universal in 








iarket, taking US$1.64 billion, 
% of the island's shipments in 
1983. Taiwan enjoyed a US$1.34 bil- 


that. year, contributing 28% of its 
global trade surplus. 

Hongkong is the regional and inter- 
national hub for flights of China Air- 
lines (CAL), Taiwan's flag carrier. If 
links with the territory are cut, the 
state-controlled airline could be de- 
vastated; at the least it would have to 


. Switch to a fleet of long-range aircraft, 


hi gher 


Hongkong. “Once the [Chinese] flag is 


mS how ideal a government there is in 
commercial and 

psychological dependence on ns e 
nomic competitor. ^A propaganda vic- 
tory. is too big a price for all of us to . 
pay,” commented James Soong, thedi- - 
rector-general of the Government In- 


| on trade policy, such direct links 
. formation Office. 


a weapon, slamming the door shut if 


. Staff their bureaux in the territory. I 


In the first quarter of 1984, the value of | 
investme nt — approved 
from .Hongk 7.2 


over? 






— — of 1983. AL * 
though rich entrepreneurs will proba- | 

bly move further afield, some sources: 
expect Hongkong manufacturers fo | 1 
use Taiwan as a base for expanding | 


— far outweigh the benefits. | 
ory is Taiwan's third largest | 


| tic-fibres and. 










It is difficult to envision the curretit” 
KMT regime permitting business as 
usual with a communist-controlled. 











flying over Victoria Peak, no matter 






Hongkong, the ROC [Republic of 
China] will sever all official relations 
for example CAL flights," said a 
foreign analyst. Although the govern- 
ment has made no official statements 
















would violate KMT dogma. Some gov- 
ernment officials expressed fears tha 
Peking could use trade with Taiwan as. 








for instance, the island refuses to re~ 
turn a defector from the mainland. — 
Indeed, statements by Ji Pengfei, 
director of China's 
Hongkong-Macau Af 
fairs Office, that links 
with Taiwan after 199 
will be unaffected ap 
pear disingenuous. Th 
Hongkong Government 
| under pressure from 
king, already restrict 
the KMT-controlled is 
land's activities in th 
territory. Some films 
from Taiwan have beei 

- banned, visas are denie: 
to government officials 
and Taiwan newspaper: 
are forced to hire Hongkong locals 























































































this is the case when Britain still rule 
Hongkong, can one expect less inter 
ference after the communists tak 





€ ome analysts think current poli 
P tical trends in Taiwan — which in 
clude a gradual inclusion of mor 
Taiwanese into the mainlander-domi 
nated power structure and increasing. 
influence of businessmen — will mean 
a regime willing to trade at least unof- 
ficially with the Peking-controllet 
Hongkong of 1997. This group points 
to the brisk indirect trade, mostly via 
Hongkong, carried on with the main- 
land during the past several years. 
China has already become a significant 
market for some of the island's synthe- 
electrical- -appliantés 











manufacturers. 

Direct trade with a communist-con 
trolled Hongkong would be harder to 
wink at than today's indirect trade 
with China, but perhaps a fig leaf, such 
as bogus bills of lading for shipping, 
can be found. "If Taiwan succeeds in 
its current economic transition, then | 
the political currents will be more | 
favourable to trade relations with 
China than before,” said a local busi- © 
nessman. He predicted that with grow- 
ing protectionism in and saturation of 
traditional markets in the West, 


19 : 





in 










Adother aspect of Taiwan’ s concern 
for a prosperous Hongkong is that if 
the territory's economy is destroyed, it 
could damage foreign investors’ confi- 
dence in Taiwan. Some foreign busi- 
nessmen, conscious of statements by 
Chinese elder statesman Deng Xiao- 
ping and other communist leaders that 
first Hongkong will þe re-unified with 
the motherland and then Taiwan, 
perhaps wrongly lump the two 
capitalist enclaves together. If Hong- 
kong suffers, then fewer foreign 
tourists and merchandise buyers, who 
tend to take in the two destinations on 
the same trip, are likely to make it to 
Taiwan. Communist occupation of 
Hongkong, Taiwan's chief listening 
post on the mainland, could also deal a 
severe psychological blow to the is- 
land. C. S. Shen, a professor at Tai- 
wan's Tsing Hua University, describes 
Hongkong's influence on Taiwan as 
70% economic, 25% psychological and 
5% political. 

One sticky issue the government will 
need to address soon — well before 
1997 — is immigration policy. Despite 
pious statements by some KMT gov- 
ernment officials about welcoming re- 
fugees from communism with open 
arms, there is little local support for al- 
lowing more than a trickle of Chinese 
to immigrate from Hongkong. With 
nearly 19 million people, Taiwan is al- 
ready one of the most densely popu- 
lated countries in the world, and over- 
population is perceived as a chief cause 
of fierce competition in education and 
the business world. There is already 
some ill-feeling about the current 
practice of alloting places in univer- 
sities to Hongkong Chinese and other 
Overseas Chinese students. 

If the policy towards Vietnamese re- 
fugees is any indication (there are an 
estimated 13,000 settled on the island), 
the government will neither openly en- 
courage nor discourage immigration 
from Hongkong. Taiwan's repressive 
and overzealous security forces still 
play a major role in entry-exit regula- 
tions, and these view Hongkong 
Chinese as a security risk and a source 
of communist infiltration. It is pain- 
fully slow for Hongkong residents to 
obtain tourist visas to visit Taiwan — 
much slower than for foreign tourists 
— and refugees from China must have 
lived in a "free country" for five years 
before their visa applications are ac- 
cepted for consideration. 

The most liberal comment on Hong- 
kong immigration to Taiwan was made 
to the REVIEW by Wang Chi-wu, vice- 
chairman of the National Science 
Council, who estimated that the island 
could afford to absorb 10% of Hong- 
kong's population of 5.5 million with- 
out disrupting the local economy. But 
most locals are not so generous. 
"Hongkong Chinese are cousins, but 
distant cousins," remarked a banker. 

Of course, Hongkong Chinese may 


e isla — 

le — impe in the 
territory, partly because of the KMT's 
clumsy propaganda and ignominious 
record of misrule on the mainland, and 
partly due to Peking-influenced local 
newspapers. Taiwan's penchant for 
giving haven to fugitives from Hong- 
kong, including corrupt policemen, 
has not enhanced its reputation. Many 
Hongkong Chinese, surprisingly ig- 
norant of Taiwan's impressive social, 
political and economic achievements, 
consider the island's residents to be tu 
baozi (country bumpkins). 


T uneasy relations between Hong- 
kong and Taiwan also reflect a leg- 
acy of hostility between Britain and 
the KMT. The fact that Britain, in 
1950, became the first Western nation 
to establish diplomatic relations with 
Peking did not win London friends in 
Taipei, though somewhat surprisingly 
Britain maintained a consulate in 
Taiwan until 1973. 

In the 1920s, Soviet advisers to the 





KMT stirred up anti-imperialist— and 
thus anti-British — feeling in the 
party, which boycotted Hongkong for 
a period. And in the 1930s and 1940s, 
the KMT considered the recovery of 
Hongkong and Macau an easy task 
compared with the unification of the 
rest of China, according to Chin 
Sheng-pao, associate professor of dip- 
lomatic history at Chengchi University 
in Taiwan. Ironically, the recovery of 
Japanese-colonised Taiwan, as well as 
Manchuria, was seen as a taller order. 

If Britain restricts Taiwan's activi- 
ties in Hongkong, then Taipei also dis- 
courages its citizens from travelling to 
the territory. In 1982, the government 
stopped issuing exit permits to local 
tourists wishing to visit Hongkong 
alone. The new policy was apparently 
intended to cut down on smuggling, to 
prevent a foreign-exchange drain and 
to discourage locals from sneaking into 
the mainland from Hongkong. Some 
conservatives consider Hongkong a 
nest of communist spies and a perni- 


V rar Ta virguveho ores. ^ > 
The ‘conventional wisdom — ex- 
pounded by Peking and parrotted by 
much of the world press — that Hong- 
kong's ‘reunification with the mother- 
land is a model for Taiwan, is not taken 
seriously on this island. Confidence in 
the territory's future is too gloomy and 
differences between Taiwan and 
Hongkong vis-a-vis the mainland too 
great for the model to be relevant. 

This is not to say, however, that 
Taiwan's existence does not give 
Hongkong Chinese more bargaining 
power with Peking. “If Hongkong col- 
lapses soon, or in 1997, then all of the 
Chinese communist offers to Taiwan 
would look foolish and devious,” com- 
mented Chang King-yuh, director of 
Taiwan's Institute of International Re- 
lations. Government officials concede, 
however, that if by some miracle 
Hongkong's prosperity and stability 
are maintained, international pressure 
on Taiwan to come to terms with Pe- 
king would increase. (Similarly, if 
China fails in Hongkong, then 
worldwide sympathy for Taiwan's 
adamant position would rise.) 

The basic difference between 
Taiwan and Hongkong is that Taiwan 
has the will and the means to resist Pe- 
king while Hongkong does not. The is- 
land is separated from the mainland by 
a 100-mile-wide strait, is defended by 
a 500,000-man, well-trained military 
force and is not dependent as is Hong- 
kong on China for food and water. 
While Hongkong sees itself as a bridge 
into China, Taiwan has a long history 
of independence from the mainland, 
living under Japanese colonisation 
from 1895-1945 and sometimes rebel- 
ling against the Qing dynasty before 
that. Today, the island is locally ruled 
and controls its own political fate. 

It is difficult to find anyone, main- 
lander or Taiwanese, remotely in- 
terested in Peking's offers of autonomy 
for Taiwan. Locals say Taiwan would 
have nothing to gain and everything to 
lose by accepting communist Chinese 
sovereignty. "The communists can't 
offer us anything," said Chin. "They 
just want to take from here." Deng's 
recent statements about dispatching 
communist troops to Hongkong only 
confirmed the KMT's suspicions that 
the communists cannot be trusted. 

Although Taipei's policies towards 
Hongkong are somewhat trapped by 
the KMT's propaganda and ideology, 
the government is slowly retreating 
from its fantasy world and is seriously 
addressing the Hongkong crisis. At the 
very least Hongkong's decline will be 
painful for Taiwan, as the island will 
yield many conveniences. On the 
bright side, Peking's intent to settle 
Hongkong first provides the break- 
away island with some breathing 
space. For Peking, Hongkong's return 
to the embrace of the motherland is all 
but assured. Taiwan will be the hard 


part. oO 
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travellers, the Far Eastern 
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At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
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Government troops on the road; Khmer Rouge in the jungle: a welFarmed, Lsupplied enemy. 


Hollow victory 


Phnom Penh claims dry-season success against the coalition 
resistance but reveals the extent of the force it faces 


By Paul Quinn-Judge in Bangkok 


he Heng Samrin government of 

Cambodia and its Vietnamese allies 
say that the past dry season fighting 
was a great victory, but their claims 
have a certain hollow ring. Although 
they describe major successes, the 
Vietnamese and Khmers seem to be 
admitting that they are facing quite a 
large, very well-supplied enemy. They 
also seem to be admitting, rather more 
grudgingly, that their enemy is capable 
of penetrating into the interior of Cam- 
bodia. 

In the first four months of this year, 
according to a communique issued by 
the Defence Ministry of the People's 
Republic of Kampuchea (PRK) in early 
May, Vietnamese and PRK forces put 
out of action 4,500 "rebels" and cap- 
tured 270, while a further 300 rallied to 
the government — that is changed 
sides. 

If true, this would amount to 10-15% 
of the total number of troops at the dis- 
posal of the anti-Vietnamese Demo- 
cratic Kampuchea coalition. The 
Khmer Rouge, one of the three mem- 
bers of the coalition, regularly claims 
to have killed a similar proportion of 
Vietnamese troops in Cambodia. The 
PRK claim should probably be treated 
with the same amount of caution, but 
as an indication of the magnitude of 
the problem it finds itself facing, the 
figure is interesting. 

The victories claimed this year are 
described as unprecedented, but 
Phnom Penh also makes it clear they 
were only partial. A PRK Foreign 
Ministry communique in mid-April 
spoke of “thousands” of coalition 
troops in refugee camps along the Thai 
border. The announcements of vic- 
tories are accompanied by calls for 
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heightened vigilance and an increased 
sense of responsibility in building up 
the PRK armed forces. Phnom Penh 
obviously expects a long battle 
ahead. 

The Vietnamese assessment of this 
year's fighting is similarly sanguine, 
but their figures are more modest. 
They privately claim that joint PRK- 
Vietnamese operations this year re- 
sulted in 1,850 killed, with a further 
700 wounded, captured or *rallied." 

The high point of this year's fighting 
as far as Hanoi is concerned was the 
capture of Hill 547, though they failed 
to hold Hill 642, located opposite the 
Thai town of Samrong Kiat (REVIEW, 
19 Apr.). 

Vietnamese sources describe the po- 
sition as the headquarters of the 
Khmer Rouge general staff. They say 
that the base was defended by most of 
three Khmer Rouge divisions and that 
Khmer Rouge casualties amounted to 
370 killed and four captured. The Viet- 
namese also claim to have captured 50 
tonnes of assorted ammunition. 

An account of the base, which ap- 
peared in late May in the official Viet- 
namese daily Nhan Dan, makes it clear 
that it was a sophisticated installation. 
The author of the account, Le Ba 
Thuyen, a deputy editor of Nhan Dan, 
said the base perimeter stretched 10- 
15 kms along the Thai-Cambodian 
border and was up to 10 kms deep, 
straddling both Thai and Cambodian 
territory. The base was the starting 
point of a major supply corridor “lead- 
ing to à number of remote jungle and 
mountain areas in the interior," he re- 
ported. 

(Other sources say the base provided 
logistic support for Khmer Rouge 


guerillas operating around Phnom 
Kulen, to the northeast of Siem Reap 
city.) 

"Day and night," Thuyen wrote, 
Chinese-made trucks ferried supplies 
back and forth from the base. The men- 
tion of trucks seems to corroborate re- 
ports in 1983 by sources sympathetic to 
the Khmer Rouge that the guerillas in 
this area were using a bulldozer to 
open up a road from the border into 
Cambodia. 

Security problems have figured 
more prominently than usual in the of- 
ficial Cambodian press recently. In 
theory insurgency is limited to the 
Thai-Cambodian border: thus PRK 
Foreign Minister Hun Sen told the 
Soviet newsagency Novosti in April 
that all Pol Pot — Khmer Rouge — ac- 
tions over the past five years have been 
in border areas. 


his claim is contradicted by the offi- 

cial Khmer newsagency, SPK. In the 
past few months SPK has noted a 
number of ceremonies for Pol Pot 
troops who have rallied to the Phnom 
Penh regime. Several of these have 
been in Kompong Thom province — on 
the eastern side of the Tonle Sap, far 
from the Thai border. At least one has 
been in the province of Takeo, south of 
the capital. 

The province most often mentioned 
in connection with security, however, 
seems to be Battambang, which has an 
extensive border with Thailand but 
which is also the country's largest rice- 
producing area. Battambang has been 
the scene of some of the largest mili- 
tary actions this year — including the 
capture of Khmer Rouge bases in the 
Ta Sanh and Samlaut areas. 

There also seems to have been a 
shakeup in the provincial administra- 
tion. The chairman of the provincial 
people's committee, Lay Samon, a 
member of the Khmer People's Re- 
volutionary Party (KPRP) central 
committee, seems to have faded out of 
the picture for the moment. Official re- 
ports mention a certain Sum Sath as 
interim chairman. And the former pro- 
vincial military commander. the 32- 


year-old Koy Bun Tha, is now de- | 


scribed as secretary of the local KPRP 
committee. 

Western sources, mostly sympathe- 
tic to Democratic Kampuchea, agree 
that the Vietnamese have been rela- 
tively successful against the Khmer 
Rouge this year. They seem to have in- 
flicted considerable losses both in men 
and supplies. The Vietnamese, how- 
ever, say that the Khmer Rouge are not 
lacking in Chinese aid: they claim that 
300-500 tonnes of Chinese aid passes 
through Thailand every month. 

The propaganda effect of the Viet- 
namese attacks has been largely offset 
by their failure to capture Amphil, the 
headquarters of the Khmer People's 
National Liberation Front (KPNLF), 
led by Sonn San. 

Most Western sources feel that the 
Vietnamese assault force simply ran 
out of steam — and fuel. The Vietnam- 
ese have gone to considerable lengths 
to stress that their only objective was 
the KPNLF forward position at Lake 
Amphil, some 3-4 kms from the main 
camp. However, they are said to have 
privately admitted that their troops 
were pushed back from some positions 
by partially successful counter-at- 
tacks. They also seem to have realised 
that Amphil was a definite prop- 
aganda loss. 


A sources seem satisfied with the 
performance of their protégés this 
dry season and say the Sihanoukists 
and the KPNLF can expect more mili- 
tary supplies and training in the near fu- 
ture. The training will probably come 
from Malaysia, the hardware from 
Singapore. The Sihanoukists, in fact, 
have already received some supplies: 
around 1,000 old CKC rifles — gen- 
erally considered inferior to the 
Soviet- and Chinese-made AK47 or the 
American-made M16 — arrived from 
China in April, accompanied by some 
equally antiquated communications 
equipment. The Sihanoukists are re- 
portedly not amused. 

Asean would now like to see the co- 
alition forces strike deep and hard into 
Cambodia. Some Western sources, 
however, suspect that the Amphil 
fighting may have had at least one 
negative consequence for the KPNLF: 
it may have forced them to pull back 
their troops from inside Cambodia and 
may have disrupted their timetable for 
infiltrating men and supplies into the 
country. 

Meanwhile, the Vietnamese have 
pulled most of their troops off the bor- 
der in preparation for the onset of the 
monsoon rains. They appear, however, 
to be keeping at least a battalion near 
Lake Amphil and to have dug in 
around Hill 547. They also seem to be 
preparing for another troop with- 
drawal — the key signal, in Hanoi's 
view, that things are going according 
to schedule — probably soon after the 
next Indochinese foreign ministers' 
meeting, scheduled for July. o 


SRL 


pe a tdt ae EN Oe ee ood "3 E atin 








Declaring an interest 


Vague words are discovered to mean that Israelis have been 
asked to train anti-terrorist units, which raises a storm 


By Mervyn de Silva in Colombo 


decision to permit Israel to open an 

“interests section” attached to the 
United States Embassy here 14 years 
after Sri Lanka suspended relations 
with Israel has produced a storm of 
protest and rising disquiet from the 
Muslim community. 

When it finally confirmed press re- 
ports, the government said that the 
“interests section” was a diplomatic 
device to allow Sri Lanka to use cer- 
tain “specialised consultancy ser- 
vices" from Israel, including training 
local commando units in anti-guerilla 
operations. It did not mean diplomatic 
relations were being restored nor the 
weakening of Sri Lanka's support for 
the Palestinian and Arab causes, it was 
stated during a heated debate in parlia- 
ment. 

More immediately worrying than 
opposition protests was the effect on 
the Muslim community at a time when 
the government's main preoccupation 
is with the armed struggle launched 
by young militants supporting the de- 
mand for a separate state for Tamils, 
the island's largest minority. Number- 
ing over a million, the Muslims, who 
constitute 7% of the population, have 
traditionally voted for the ruling Unit- 
ed National Party (UNP). 

The Muslim Students' Federation 
said that the governments move 
“hurts the religious susceptibilities” of 
the Muslim community. It said it was 
ironical that the very cause of fighting 
Tamil separatists for which the Mus- 
lims had given unequivocal support to 
the government, should become "the 
excuse" to hurt Muslim sentiment and 
invite in “an international terrorist of 
the stature of Israel." 
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Pouncing on a US Embassy state- 
ment, the opposition used a debate on 
the routine monthly extension of the 
emergency laws to take up the Israeli 
issue. Ten opposition MPs confronted 
the 140 UNP members and, for once 
in such an unequal situation, smelled 
blood. In a rare exhibition of stamina 
and combative spirit, they kept parlia- 
ment open until the early hours of the 
morning. 

The distinctly uncomfortable task of 
officially announcing the move fell to 
Foreign Minister Shaul Hameed, a 
Muslim. The government of former 
prime minister Sirimavo Ban- 
daranaike closed the Israeli mission in 
1970, but it was Hameed's proud claim 
that his party had elevated the Pales- 
tine Liberation Organisation (PLO) of- 
fice here to full embassy status. The in- 
dependent Sun newspaper, which 
originally broke the Israeli story, next 
day published a large picture of 
Hameed in a warm fraternal embrace 
with PLO leader Yasser Arafat. 


uring the parliamentary exchange, 

Hameed refused to be drawn by in- 
sistent opposition claims that operatives 
from Mossad, the Israeli secret service, 
would be among "advisers." The oppo- 
sition, said angry National Security 
Minister Lalith  Athulathmudali, 
"wants us to fight terrorism but it does 
not want us to win. We intend to fight 
and win." 

“All the violence of the Arab-Israeli 
conflict will now enter our country 
which is already so threatened by vio- 
lence of so many kinds," Mrs Ban- 
daranaike commented. Justifying her 
1970 decision to break off relations, 
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* Automatic Teller Machines (ATMs) 
* Financial Terminal Systems 

* Data Entry Systems 

* Personal and Business Computers 

* Mini Computers 

* Fault-Tolerant Computers 
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* Data Networks 4 
* Office Automation Systems 
e EFT Systems 
e POS Systems 
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ing himself to UNP backbenchers 
Ishak asked: "How many Sinhalese 
S Buddhists, not Muslim, young men and 









from each of your electorates?” The 
number, he said, must be much more 






he Islamic belt, from Pakistan to 
rocco, is the — buyer of Sri 









given Sri Lanka: concessions on oil 
chases. Recently, Arab banks have 







is, Transport Minister M. H. Moham- 
i, a defender of the invitation to Is- 
1, told a meeting of Muslims: "We 








ab cause.' 






ri Lankan Muslims, whoseleadership 
is drawn from a thriving business 
mmunity, mainly in the gem and 
ellery trade, have traditionally 
od by the conservative UNP. They 










nils. But their outlook, especially 
at of the young, better educated gen- 
'ation, has begun to change under the 
fluence of both domestic and exter- 
factors. . 

Concentrated on the Western sea- 
oard, the Muslims, most of whom 
speak Sinhalese, have worked closely 
ith the majority community despite 
termittent communal “clashes in 
nall coastal towns where the opulent 
e-styles of the Muslim rich often of- 















raders. In the Eastern Province, how- 






_ Tamils make up 42% of the population, 







ims in this area speak. Tamil. 
Participants at the round-table con- 
erence on the Tamil problem and de- 
volution were surprised at the stand 
taken by an Eastern Province Muslim 
delegation, which stated that Muslims, 










community” in Sri Lanka, and de- 






nine provinces. 
Significantly, this proposal stands 
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hall always support the PLO and the 


ave three cabinet ministers, as do the. 


d the Sinhalese poor and the small | 
ver, the picture is different. The 


_ the Muslims 33% and the Sinhalese are | 
ina minority. What is more, most Mus- | 


not Tamils, were "the most aggrieved. 


manded provincial assemblies for all - 


half-way between the Sinhalese posi- _ 
ion (district councils, the smallest unit 1 
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By s. Kamaluddin in Dhaka | 


resident H. M. Ershad's decision to 
hold —— elections later 






cal differences between the opposition 


groups "which cannot reach’a unified - 
poen, | 


: Althou gh the coalitions h d: pre- 
sen éd a united front in pushing 
through their demand on the e ction 






timing, they are now at odds over the 
process to be followed to lead the coun- 
try back to democracy. : 
| was imposed in March-1982, and Er- 

shad has ruled by decree ever since. 


Mar 





-One of the opposition groups, the 


"ecven-pdrty coalition. led by the 
oup Nationalist Party (BNP), 


argues that the elections should be 


conducted under the old suspended 


constitution. The other, a 15-party al- 
liance led by the Awami League, op- 


poses this and insists that the old con- 


stitution be 
abandoned and 
elections be held 
under a martial- 
law proclama- 


tion, under 
which Ershad 
would exercise 


power as presi- 
dent, with the re- 
sultant assembly 
then deciding on 
a form of govern- 
ment. 

Ershad says. 
that he is com- 


mitted to holding elections i in 1 accord- 


ance with the suspended constitution 
but that martial law will not be lifted 
until after the elections, at the first ses- 


.Ssion of the newly elected house. The 







ih mar- 


president argues that to a 
mo would 


tial law before the elec l 
create a power vacuum. 

The two alliances have both firmly 
rejected the idea of holding the elec- 
tions under martial law, as they fear 


Ershad could then easily “manage” the 


results in his favour. A precise date for 


the elections has yet to be announced, 


and both opposition groups complain 


that Ershad is stalling while he mus- 


ters support for the Jana D Dal. party, 
which supports him and his pre 





mes. Furthermore, both oppotition co- 


alitions have retained the options of 
either participating in or Paycotting 
the elections. 


i tions - — has | z 
ering politi- | 
| a in pet die with Local Gov- 


| general 
| his worth 
cessful efforts in organising pro-Er- 


tial law | 





, Meanwhile, the various s parties — 





s present a united front to — agreement 
yon the timing of an election ou ut they are oe “vier 





their activities to consolidate support 
in the forthcoming elections. The Jana 
Dal, which was launched in late 1983 


red from in- -fighting 





ernment Minister Mahbubur Rahman 
replacing former labour minister 
Reazuddit as partysecretary- 
has already proved 
ot e party through his suc- 







shad rallies in Dhaka and Chittagong. 
The party also received a boost in 
rshad gave a verbal 
his ministers to join 
the party and its front organisations. 
More than half of Ershad's cabinet 
ministers are now party members. 
Jana Dal's student and youth front or- 
ganisations, which were initially or- 
ganised by military intelligence last 
year, are currently openly under the 
direction.gi the. na Dal. 
: . has associated 
himself with the Jana Dal by saying 
that since it supports his programmes 
it is his party of choice, he cannot for- 
mally join any party as long as he con- 
tinues to hold the post of chief of army 
staff. One Jana Dal source told the 








T Review that once a reorganisation of 
the party was bm in — July or 





Both the Awami. PUE and the 
BNP have stated in the past that they 
are unlikely to participate in the elec- 
tions if Ershad or any of his ministers 
work for or support any political party 
during the election run-up. But 
Rahman countered: "He [Ershad] 
holds two.political positions — chief 
martial-law administrator and presi- 
dent — in addition to being the chief of 


| army staff, and therefore he cannot be 


criticised for indulging i in this kind of 
polities.” 

While the leaders of the Awami 
League and the BNP, Sheikh Hasina 
Wajed and Begum Khaleda Zia respec- 
tively, are still drawing large crowds at 
their own political rallies, they appear 
hesitant to take a firm public stand on 
the elections issue since Ershad has al- 
ready made many concessions. While 
both have threatened to launch 
another mass protest — like those 
which forced the earlier concessions — 
to get Ershad to lift martial law prior 
to the elections, most observers doubt 
the two coalition groups will achieve 
eir goal this time around. 
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lties in multilateral military. co- 
ration, the advent of Asean was not 


‘ternal threat. The absence of that 
ntial pre-condition for alliance 
tion has been a conspicuous fea- 
of intra-Asean relations in at- 
to confront the challenge posed 





mbodia: 
irtheiess, — security 





sean states. That preoccupation 
expressed itself in two ways, both 





tion. First, 
ved in terms of developmental 
s, with corresponding attention 
yen to an underpinning political sta- 
. To this end, the immediate 
orities of Asean in the wake of In- 
esia’s Confrontation of Malaysia 






















utes. The attendant objectives were to 
prevent any wasteful diversion of na- 
nal energies away from economic 


ce the opportunity for exira-region- 


i:ccordingly, President Suharto extol- 
ed the virtues of national resilience 
eemed to have regional application. 
cond, security was conceived of in 
ms of prescription for regional 
der based, above all, on respect for 
ational sovereignty. 

“These two conceptions of security 
'ere present in the founding Bangkok 
eclaration of August 1967 and were 
1corporated in more explicit form in 
iter publie documents of the firs 
ting of Asean heads of governme 
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d assume conventional defence | 
gations to one another. Moreover, 
rt from evident limitations in. 
gregate capability and practical dif- 
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ays been a centr al preoccupation of. 


ich owed much to Indonesia's in- 
security was con- 


re to promote regional reconcilia- 
and to manage intramural dis- 


development and, importantly, to re- 


| powers to fish in troubled waters. 


expression in the Dedan o. of Asean | 
Concord, which also pens 2 ear- 
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ternational Affairs). This article ‘is 
based on a recent talk at the Centre for 
Strategic and International Studies. in 
Jakarta. 





















cess of revolutionary communism in 
Indochina because that success did not 
herald the advent of a monolithic In- 
dochinese communism. 



































espite the fact that by the. end of 
1975 Asean's aspiration to. b become 
more than a sub-regional organisation. 
had been thwarted — while its member . 
governments had not responded. uni-.| 







china — intramural differences did not : 
impose a strain on the association. The 
unification of Vietnam on the terms of ` 
its communist party served to point up. 
divergent strategic perspectives —- 
particularly between Thailand and In- 
donesia — but without making neces- 
sary any agonising policy choices. 
Moreover, attacks on Asean's zone-of- 
peace formula from Hanoi and Vien- 
tiane prompted. a FORES of Asean 
— 























by military mean 


formly to political changes in Indo-.| 


ice-c ofipowet terms in n Bahgkok a and 
was also tolerable in Jakarta. A grow- 
ing Sino-Vietnamese antagonism — of 
which Thailand became a beneficiary 


—- did not seem to suggest any subordi- 


nation of the government in Hanoi to 


thatin Peking, which was of particular 


concern to Indonesia. In other words 
the divergent perceptions of external 
threat, which had crystallised in the 
Thai and Indonesian capitals address- 


ed respectively to Vietnam and China, 


did not express themselves in pr actical 
policy alternatives. A communist In- 
dochina represented a setback to 
Asean's.regional aspirations, but an 


-inter-communist balance of power in 
Indochina constituted a structure of 


relations which did not pose a chal- 
lenge to the priorities of national deve- 
lopment and regional order. 

Vietnam's invasion and occupation 
of Cambodia in December 1978 chal- 
lenged the basis of that accommoda- 
tion and obliged the Asean states to 
take a public stand. That invasion vio- 
lated the cardinal rule of the society of 
states, which was central in Asean's 
Treaty of Amity and Cooperation. 
Apart from the requirement of region- 
al partners to demonstrate solidarity 
with Thailand, whose strategic envi- 


| ronment had been violated in a histori- 
- cally unprecedented manner 


Asean 
would have been exposed as a straw 


“man if its members had endorsed in 






overthrow of an in- 
ring * gover nment 


any way Vietnam's 
dependent neigh 











Irrespective of. the bestial record of 
the Pol Pot regime, Asean could not 
countenance ‘Vietnam conveying a 


government into Cambodia virtually in 
the saddle-bags of its invading army 


without loss of credibility. And for In- 
donesia in particular, open or tacit tol- 
erance of such a conspicuous violation 
of national sovereignty would have 
compromised its pósition as a respon- 


sible regional partner within Asean. 
'especially in the wake of its own mili- 


tary inter vention in East Timor. 


Asean respondéd to Vietnam's im- 


Stallation of a government of its own 


manufacture in Phnom Penh by com- 


mitting itself to a revision of the politi- 


cal status quo in Cambodia. In the pro- 
cess, it went Pavone the development- 


icon —— to try to uphold its 


more grandiose prescription for re- 


gional order. In practical terms, it 
sought to engage in a classical balance- 
of-power technique; namely, to deny 
Vietnam s domiriahce i in oma | 













appropriate means. The conventional 
practice of the balance of power re- 
quires a capability in which Asean has 
been deficient. Its only significant 
means have been diplomatic, based on 
regional credentials arising from a 
proven record of bureaucratic and 
ministerial consultation. In the event, 
Asean became drawn into a wider in- 
ternational alignment in which the 
prime mover was China, which had set 
itsfaceagainst Vietnam's political agg- 
randisement in Indochina. Indeed, Pe- 
king's determined refusal to tolerate 
Vietnam's suzerain position, expressed 
initially in a punitive military expedi- 
tion, has served to sustain Thailand in 
its constant opposition to the political 
status quo in Cambodia. 


sean has persisted in a collective re- 
fusal to be reconciled to a new politi- 
cal order in Cambodia but it has been 
far from autonomous in this undertak- 
ing because it has lacked the requisite 
capability to attempt to revise the 
status quo on the basis of its own re- 
sources. In the process, it has become 
engaged indirectly as a party to Sino- 
Soviet conflict, which has become 
more entrenched in Southeast Asia as 
(Ee — — ee —— — LE AUIio LO] 
€ The security priorities of 
Asean have come into conflict 
with each other, expressed in 
intramural tensions, in 
particular between Jakarta 
and Bangkok.? 


contention over Cambodia continues. 
Accordingly, the security priorities of 
Asean have come into conflict with 
each other, expressed in intramural 
tensions, in particular between 
Jakarta and Bangkok. 

The development dimension of secu- 
rity was predicated, in part, on the 
management of regional conflict so as 
to minimise the intervening role of 
extra-regional powers. This aspiration 
to insulate Southeast Asia from com- 
petitive intervention had found ex- 
pression in the zone-of-peace propos- 
al enunciated in Kuala Lumpur in 
November 1971 and reaffirmed in Bali 
in 1976. But the attempt to uphold the 
sanctity of prescription for regional 
order has involved Asean in a collec- 
tive undertaking that is viewed in 
Jakarta, in particular, as likely to 
undermine the prospects for a zone of 
peace. 

Such a view was expressed early on 
inthe Cambodia conflict when the pre- 
sident of Indonesia and the prime 
minister of Malaysia issued a joint 
statement in March 1980 in Kuantan. 
The terms .of this statement con- 
templated a Vietnam free of the influ- 
ence of both China and the Soviet 
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spired, in part, by the circumstances of 
a change of government in Bangkok 
and especially by apprehension at the 
burgeoning relationship between 


. Thailand and China. 


It indicated concern on the part of 
the governments in Jakarta and Kuala 


— Lumpur lest a strategy of attrition, in- 


spired by China and directed at Viet- 


nam, would lead to one of two objec- 


tionable outcomes — either a debili- 
tated Vietnam subject to China's influ- 
ence, which would extend within 
Southeast Asia, or a debilitated Viet- 
nam in a permanent dependent re- 
lationship, with the Soviet Union well 
established in the region. 

In the event, the Kuantan Declara- 
tion proved to be an abortive initiative. 
It attracted Thai hostility by conceding 
implicitly Vietnam's political entitle- 
ment in Cambodia. Moreover, as an 
ideal formulation, it took little account 


of the striking asymmetry in Vietnam's 
relationships with China and the 
Soviet Union and, therefore, attracted 
also a hostile response from Hanoi. 


fthe Kuantan Declaration was allow- 

ed to lapse, especially with a Viet- 
namese military incursion into Thai- 
land the following June, the per- 
spective which underlay it has per- 
sisted in Jakarta, if not uniformly so. 
That perspective has been pointed up 
by the visit to Vietnam in February this 
year by Indonesia's armed forces com- 
mander, Gen. Benny Murdani. His visit 
and statements there and on his return 
to Indonesia have indicated a sense of 
frustration that Jakarta has not been 
the master of its own foreign policy 
and that its regional interests have 
been unduly subordinated to Thai 
priorities. 

Basic to such thinking is the identifi- 
cation of China as the principal source 
of external threat to Indonesia and the 
reasoning that Vietnam, perceived as a 
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not : 
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as str ru 
gional relations in securit y PE Sens 
tion against China while loosened in its 
relationship with the Soviet Union. 
This position takes into account that 
though Vietnamese Foreign Minister 
Nguyen Co Thach has indicated his 
government's willingness to withdraw 
its forces from Cambodia under cer- 
tain conditions, the current political 
identity and prevailing external affili- 
ations of the People's Republic of Kam- 
puchea are beyond negotiation. Hanoi's 
view is that a special political relation- 
ship with Cambodia, as with Laos, is a 
matter of national security, essential to 
protect the independence of a united 
Vietnam. 

Such a view is diametrically opposed 
by Thailand, which wishes to restore 
Cambodia as an interposing buffer. 
For the time being the Thai Govern- 
ment is well able to sustain the costs of 
challenging Vietnam's occupation, 
which has not been conclusively con- 


le of re- 







solidated. Moreover,  Indonesia's 
Foreign Ministry is reluctant to apply 
pressure on its Thai counterpart to 
change its policy and, thereby, that of 
Asean. In part, it does not believe that 
Indonesia possesses sufficient leverage 
in a conflict the prime source of which 
is Sino-Vietnamese antagonism. The 
application of such pressure could im- 
pose a breaking strain on the cohesion 
and viability of Asean, which remains 
the cornerstone of Indonesia’s regional 
policy. One consequence of this reluc- 
tance is that intramural tensions 
within Asean have been transferred to 
Indonesia. 

To an extent, the tensions between 
Indonesia's Defence Ministry and 
Foreign Ministry reflect the security 
priorities of its president, who is the 
ultimate authority in foreign policy. 
Security through national and region- 
al development — for which Asean is 
the designated vehicle — has been 
viewed as compatible with a Southeast 
Asia insulated in particular from the 


mies i ADMIRE Saa 









an ire Stra taie d o Frelations was in- 
tended to be underpinned by a pre- 
scription for regional order. But, since 
Vietnam invaded Cambodia in viola- 
tion of that prescription, the attempt to 
uphold the principle has not only 
polarised the region but also has ex- 
posed differences of strategic perspec- 
tive within Asean. 


[i would be an exaggeration to sug- 
gest that recent diplomatic initia- 
tives over Cambodia have tested the 
viability of Asean. Nonetheless, the 
cohesion of the association has been 
subjected to some strain because of 
differences over its security role. The 
issue has been debated most intensely 
in Jakarta because Asean's commit- 
ment to principle over Cambodia has 
been seen to serve what one former 
Indonesian diplomat has described as 
"the narrow national interests of Thai- 
land." Accordingly, there has been 
growing interest in overcoming the ob- 
stacle of the principle of non-violation 
of national sovereignty in order to 
serve the cause of a regional balance of 
power incorporating Vietnam and di- 
rected against China. 

A major difficulty in such an under- 
taking is that the Thai Government 
still perceives its most immediate ex- 
ternal threat to arise from the consoli- 
dation of Vietnamese dominance in In- 
dochina. It is not vulnerable to pres- 
sure from other members of Asean, 
which does not provide a matching 
source of countervailing power against 
Vietnam to that of China. Any attempt 
by Indonesia to force the issue could 
well strain the cohesion of the associa- 
tion beyond endurance without neces- 
sarily affecting the strategy of attrition 
directed at Vietnam. 

The prospect of suffering the worst 
of both worlds is well understood in In- 
donesia’s Foreign Ministry and almost 
certainly by Indonesia's president. 
Thus, for the time being, Asean con- 
tinues to be the first priority in In- 
donesia's regional policy as an exter- 
nal expression of a commitment to 
development, which is the first priority 
of domestic policy. 

In March 1968, in a speech before 
the People's Consultative Assembly, 
Suharto maintained that Asean had 
been formed “at Indonesia's initia- 
tive." If Asean was the creation of In- 
donesia, there is a sense in which the 
republic has become its captive. In- 
donesia's president seems prepared to 
live with this condition of constraint, 
despite an evident frustration re- 
flected in the military establishment. It 
is apparent, however, that the two con- 
ceptions of security identified with 
Asean, which Indonesia inspired and 
which were seen, initially, as mutually 
reinforcing, have become competing 
alternatives. The conflict over Cam- 
bodia has been a mixed blessing for 


Asean. Oo 
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It's a fact of life that a re- 
finery designed for sweet crude 
cannot stomach sour. 

Your crude distillation units 
must accommodate high sulfur- 
bearing crude. Over the years, 
Foster Wheeler has designed and 
built 8 million bpsd of crude 
capacity, an amount almost equal 
to today's total U.S. output. 

Desulfurization units must 
also be installed. Since completing 
our first residual desulfurization 
unit in 1962, we've built more 
than 30 high pressure (2,000 psi 
and above) HDS units and hydro- 
crackers. Our bottom-of-the-barrel 
experience is second to none. 


In addition, more hydrogen 
must be generated to feed the de- 
sulfurization units. Foster Wheeler 
has built morethan 80 hydrogen 
installations, involving the full 
range of feedstock, hydrogen gen- 
eration and gas purification alter- 
natives. No one has installed more 
steam reforming capacity or has 
built more partial oxidation units. 

And to assure you optimum 
refinery performance with your 
sour crude, our unit pilot process- 
ing plants can verify designs, 
yields and product quality. On- 


going pilot units include distillation, 


visbreaking, thermal cracking 
delayed coking and deasphalting. 


The point is, with this wealth 
of experience available to you, a 
refinery designed for sweet crude 
doesn't have to be a liability. It 
can be made to handle sour. 

In other words, we know how 
to turn a lemon into lemonade. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 TIx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 


FOSTER (7 WHEELER 


We can squeeze the sour out of 
the sourest crude. 
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Only Philippine Airlines offers you a choice of sleeping arrangements when you fly First 
Class on board our all-747 services to North America and Europe. 

We were the first airline to offer 14 full length Skybeds in our private Cloud Nine 
bedroom. Skybeds that are certified for landing and takeoff, and assure an uninterrupted rest. 

Now, you have an additional choice of sleeping arrangements. New luxurious Siesta Seat 
recliners on the main deck for those who prefer to move around between snoozes. 


^ Asia's first airline........ 


sttime you hada 
v arrangements? 





As the first Asian airline to fly both to North America and to Europe, we know how to 
provide you with the total comfort you expect when flying First Class. Now with an exclusive 
choice of sleeping arrangements. 

Next time you fly First Class to North America or Europe, book your preferred flying and 
sleeping arrangements with Philippine Airlines’ all-747 services to the U.S. West Coast and the 
major capitals of Europe. There has never been a better choice. 
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Canon announces a copier every You just snap in a fresh cartridge when 
professional is laying his hand on. the old one runs out. 
The PC-10 and PC-20. It's ideal for What's more theres no other personal 


doctors, architects, engineers, designers, plain paper copier so complete. 
restauranteurs, lawyers, secretaries and The Canon PC-10 and PC-20 personal 
just about everyone else. Now busy copiers — the most compact, 





i : All-in-one 
executives can solve the problem of affordable, easy-to-use and virtually ' replaceable 
copying confidential documents and service-free personal copiers. ` = cartridge 





small businesses will discover a new 
meaning in convenience when they do 
not have to race out to the nearest 
copy shops. All these are made possible 
with this revolutionary plain paper copier 
system. Canon has put all the key 
components of its copying system into 
a simple no fuss replaceable cartridge. 


Canon PC-10/20 
Personal Copiers 


CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd Tel: 8373700 Malaysia Mulpha 
Trading Sdn Bhd. (Canon Division) Tel: 572233 Philipines Datagraphics Inc. Metro Manila Tel: 85-50-11 Singapore Canon Marketing Services Pte 
Ltd Tel: 273-5311 Thailand FMA Corp., Ltd. Bangkok Tel: 235-0156 India Chowgule Industries Ltd. Bombay Tel: 2026182 Pakistan Paramount 
Business Machine Ltd Karachi Tel: 513830 Sri Lanka Metropolitan Agencies Ltd Colombo Tel: 35946 








Sorry, 


but De Smet has decided to 
stop beina so modest. 


P Groetaers 
Chairman 


You see, since our first 
patent was granted back in 
1946, we've really been too 
busy to do much talking about 
ourselves. Which is hardly 
surprising when you consider 
our partial and total involvement 
in more than 2200 industrial 
projects in 90 countries during 
that time. Particularly since 
many of these projects were for 
total turnkey installations. 


Everything began with a 
revolutionary process for the 
extraction of oil seeds. This 
process is still very much valid 
today and was followed by a 
series of new techniques for 
refining edible oils. The next 
step was a new system for sugar 
beet diffusion, a method that 
was quickly adapted to handle 
sugar cane as well. Then came 
the development of entirely new 
processes for putting animal by- 
products to good use and 
producing gelatine, and a non- 
polluting method of wool- 


scouring and lanoine recovery. 
Finally . we have jus 















attention to starch and its various 


derivatives : glucose - fructose 
syrups in particular. Two 
complete turnkey production 
facilities are currently under way 
in this area. 


We firmly believe our 
customers to E extremely 

fortunate : after all, they benefit 
from all the experience we have 


a in pioneering. ina 
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Prins Boudewijnlaan 265, 2520 Edegem, Belgium. 


perfecting processes for a wide 


— variety of industrial applications. 


That is the story of how we 
came to be the N? 1 specialised 
main contractor for the 
agroindustry . And why be 
eternally modest when you've 
got something to shout about? 


DE SMET WORLDWIDE 


There are DE SMET companies 
in Argentina, Brazil, Colombia, 
Egypt, France, Indonesia, 
Malaysia, Mexico, the 
Philippines, the Sudan, Spain, 
Turkey and the United States. 
DE SMET is also represented in 
Australia, Chile, Italy, Japan 
and Africa, and our commercial 
and technical people are 
constantly travelling the world 
on assignment. 


DE SMET 


INT] SPECIALISED MAIN CONTRACTORS 
FOR THE AGROINDUSTRY 
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Reservations: Your travel agent or Bandar Seri Begawan 23911, Bangkok 
251 4862, Bintulu 31351, Hong Kong (>) 242 367, Jakarta 365 008, Kota 
Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur Y 486 536, Kuching 
20977, Labuan 80042, Manila 854 655, Sandakan 42 
Taipei 581 4111, Tawau 72051, Tokyo (03) 667 7744 





41 Singapore 737 3644, 


In the heart of Singapore’s lush, 


green splendour lies the Shangri-La. 
Set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive interiors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoushitful touches. Everything that 


puts the Shangri-La in the ranks of 
the world's top hotels. 





E ShangriLa hotel 


SINGAPORE 
A SHANGRI-LA INTERNATIONAL HOTEL 





FEER 8314 













€ VARIOUS regional "publications 
make great claim to be Asian, to re- 
port Asia for Asians from Asian view- 
points. Usually, the more strident the 
claims, the less Asian the publication 
is. 

Depthnews, however, has reason- 
able claims to Asian-ness, being a 
news and feature service owned by 
the Press Foundation of Asia. That, 
unfortunately, does not guarantee 
accuracy, as a blurb about Depth- 
news, penned by its own Manila 


bureau chief, Paul Icamina, and pub- | 


lished in a recent edition of the Asian- 
Pacific Environment Newsletter, 
makes devastatingly clear. im 
“For more than 10 years, Depth- 
news has been doing what it knows 
best — reporting on the Asian best,” 
Icamina begins (I think he meant “re- 
porting on the Asian beat”). He con- 


tinues: "And no other news network - 
looks at Asia the way Depthnews 


does: Asia through Asian eyes. From 
the highlands of Tibet to the Mekong 
Delta of Indonesia . . .” Whoops! 

€ TALKING about Asian products, 
banks are fast getting into a variety of 
activities, some of which have a very 
tenuous connection with banking. 
Manilabank of the Philippines has 
gone profitably into agribusiness, ac- 
cording to its president, Vicente Pu- 
yat, with some originally named ven- 
tures. Chicken and egg production is 
looked after by Castle Keep Poultry, 
beef and milk by Bulacan (Canabul 
would have been even better!) and 
fish and prawns by Crust Asian. 

€ AN Indian firm, Export Marketing 
and Management Services, is launch- 


ing a new club — the International 
Business Club — and has sent aninvi- | 


tation to join. It reads: " 
International Business Club: Sounds 


nice. You are right, it is EMMS again, 


that has a new find n its bag, commit- 
ted to table around dynamic live wire 
Personals. 
Banks & Embassies: Business mag- 
nets and consultants from corporate 
planning cells to ever smiling go get- 
ter professionsl. Public/Private Sec- 
tor Planners to Government Policy 
makers all sharing the IBC table. 
And of course, meet once a month 
with their spouses just to share, enjoy 
and RELAX over a weekend not 


with-sleeping pills but with IBC 


thrill. | 

Interntional Business Club equates 
its concepts as Executive + Spouse = 
Relaxation + Business. 

But Business, Business, Business, 
haunting everywhere, even in sleep, 
is dreading, and that is a growing 
executives groan. Clubs, Seminars, 


Symposiums Exhibitions. and every | 


where prowling with an inquiring eye 
to spot a CONTACT. 








„true Hollywood fashion. 





It is differ nt at IBC. Bus es 


& breathed, finally incubated to- 


wards an innternational audience. 


While you lay new ideas we hatch 


them but finer still when you seat 
yourself inscribed on your table as 
Mrs & Mr executive. While spouses 
enjoy your presence in our atmos- 
phere we show you, as way to scribble 
in your appointment columns for to- 
morrows sheer business. 

There will be a Chief guest as 
speaker for 10 minutes in every meet- 
ing. 

Despite the business magnets, the 

‘live wire Personals and the inscribed 
spouses, I'll pass on this one. 
€ JUST before the great, wise, all- 
knowing leader of North Korea, Kim 
Il Sung, left Pyongyang to bring en- 
lightenment to Moscow and the capi- 
tals of Eastern Europe, he cunningly 
entertained visitors from China — 
party General Secretary Hu Yaobang 
and politburo member Yang 
Shangkun. The Pyongyang Times of 
27 May featured a photograph of 
their motorcade through the streets 
of the east-coast town of Hamhung, 
passing what must have appeared to 
the visitors to be a monolithic piece of 
traditional Korean architecture: 






Apparently Hu and Yang did not. 


glance backwards over their right 


shoulders (anyway, the act might. 


have been politically misinterpreted 
by their hosts). Had they doneso, they. 
would have seen that the piece of Ko- 
rean architecture was nothing but a 
facade, propped up by scaffolding in 












The front page of the same edit 
of The Pyongyang Times carried a 
photograph of the Great Leade 
being greeted in Moscow. It showed 
very clearly the large, disfigurin 
wen on the back of his neck, a feature 
usually carefully concealed from the 
North Korean public. lam wondering 
whether the newspaper's picture 
editor is still in gainful employment. |. 
e THE Japan- : 
ese version of 
Disneyland can 
be seen flashing 
past on the 
left during the 
coach journey 
from Narita 


































tle rem : | 
of something. Surely, it must b 
the photographs of the fairy castl 
have seen of the Disneyland in Cali 
fornia. But no. There was somethin 
else. Recently it clicked. A frien 
showed me a ' 
photograph of 



















Japan's  best- 
known "love 
hotel" the 
Meguro Em- 
peror, where 
couples hire 






rooms by the 
hour in which 
they act out 
most  un-Dis- 
neyesque fan- 
tasies. : ' 
€ THE Japan Air Lines (JAL) office 
at Don Muang Airport very properly 
displays a poster in its window show 
ing photographs of members of 
Japan's Red 
Army. Unfortu- 
nately, in this 
picture, snapped 
by William Carl- 
sen, a resident of 
Thailand since 
1948, the faces of 
the wanted ter- 
rorists were in- 
aptly captioned 
by anearby JAL 
poster. a e — 
* ROY Parnell sends a ph 
graph he recently took in a lift in the 
New Hankyu Hotel in Osaka, Japan; 
the notice seems to cover all even- 
tualities: — 

















































































FOREIGN RELATIONS 


The deep freeze 


Sino-Soviet relations get cooler, possibly as part of a 
pattern which also takes in Moscow's attitude to the US 


By Nayan Chanda in Washington 
hile frosty East-West relations 
have entered a new phase of chill 

with the Soviet-bloc boycott of the Los 

Angeles Olympic Games, rising ten- 

sion between China and Vietnam have 

blighted attempts to improve Sino- 

Soviet relations. 

The deterioration in Sino-Soviet re- 
lations was emphasised on 9 May by 
the last-minute postponement of a 
visit by Soviet First Deputy Premier 
Ivan Arkhipov to Peking. This visit — 
the first arranged by a senior Soviet of- 
ficial since 1969 — was billed by both 
sides as a high point in their slowly im- 
proving relations. Moscow cited in- 
adequate preparation as reason for the 
postponement. 

But the fact that the postponement 
came only a day after Moscow had an- 
nounced it would stay away from the 
Los Angeles games, citing lack of secu- 
rity for its athletes, has led some 
analysts to see the two actions as 
linked. The Arkhipov cancellation, ac- 
cording to this line of analysis, was in- 


Missing 
inaction 


Vietnam’s refusal to hand over 
MIAs’ remains is a gesture 
of solidarity with the Soviets 


By Paul Quinn-Judge 


ee oin solidarity, coupl- 
ed with Hanoi's suspicions of 
Sino-American collusion, were the 
reason for the last-minute cancellation 
of a United States missing-in-action 
(MIA) mission to Hanoi in April, a reli- 
able source has told the REVIEW. 

The mission, from the US Joint 
Casualty Resolution Centre in Hawaii, 
was due to arrive in the Vietnamese 
capital on 19 April. In the course of its 
three-day visit, the team hoped to re- 
ceive the remains of about eight US 
servicemen, killed in the Vietnam War. 
This would have marked the end of al- 
most a year of immobility on the MIA 
issue. In June 1983, irritated at 
Washington’s assertions that they 
were not doing enough on the subject, 
the Vietnamese broke off discussions 
on the matter. 

It would have also given US Presi- 
dent Ronald Reagan the opportunity to 
demonstrate his skill in managing re- 


tended to underline Soviet displeasure 
over growing Sino-American ties. 

The Soviets would like to demon- 
strate to the world, especially to the 
American electorate, that relations are 
deteriorating all around because of 
President Ronald Reagan’s aggressive 
anti-Soviet policy. In short, the Soviet 
move is a tactical one, aimed at denting 
Reagan's image before the November 
presidential election or at forcing à 
change in United States policy. 

While this explanation may provide 
the broad framework of Moscow's de- 
cision to freeze normalisation moves 
with China, intelligence analysts link 
it more directly to the growing tension 
between China and Vietnam and an 
apparent hardening of the Soviet posi- 
tion towards China. Some analysts 





lations with both Hanoi and Peking. 
He had planned to receive the remains 
in a well-publicised ceremony in 
Hawaii on 22 April on his way to China 
(REviEw, 31 May). The two capitals, 
however, proved harder to juggle than 
expected. The REvIEW's source, who 
has excellent knowledge of Hanoi's 
thinking on the subject, says that by 
mid-April the Vietnamese were con- 
vinced that Chinese military activities 
on the Sino-Vietnamese border were 
timed to coincide with the Reagan 
visit. 

Early in April the Vietnamese had 
claimed that Chinese troops had cross- 
ed into Vietnamese territory in Lang 
Son province. The border tension was 
to continue for the whole of April, with 
the "Vietnamese alleging another 
Chinese incursion at the end of the 


trace the recent deterioration of Sino- 
Soviet relations to November last year, 
when the Soviets deployed Tul6 
Badger medium-range bombers at 
Vietnam's Cam Ranh Bay. 

China responded to this move by 
sending communist party General Sec- 
retary Hu Yaobang on a highly publi- 
cised trip to the Vietnamese border in 
February, where he urged troops to be 
ready to face the Vietnamese. Then in 
early April the Soviets assembled a 
large part of their Pacific fleet, includ- 
ing the aircraft carrier Minsk and the 
amphibious assault ship Ivan Rogov, 
for manoeuvres in the Gulf of Tonkin, 
right under wary Chinese eyes. In the 
first publicised joint exercise with 
Vietnam, 400 Soviet marines landed on 
Vietnamese beaches. 

Whether in response to the Vietnam- 
ese offensive against Cambodian re- 
sistance forces or to the Soviet naval 
exercise, China chose to mount a series 
of attacks against Vietnam on 28 April 
while Reagan was visiting China. 
The regimental-size ground assaults, 
which intelligence sources described 
as the heaviest since China's February 
1979 invasion, occupied high ground 
on the Vietnamese side of the border. 
China has privately acknowledged to 
the US that the territory they have oc- 
cupied is Vietnamese, but it has justi- 
fied the action on the grounds that the 
positions were used to shell China. 

Then in another show of force, on 1 


month. Speaking at that time, Gen. 
Dam Quang Trung, commander of the 
border zone where most of the fighting 
took place, claimed that the Chinese 
activities were simply a way of wel- 
coming Reagan. 

The Vietnamese were apparently 
convinced that the border tension was 
not only arranged to coincide with 
Reagan's visit, but planned with US 
knowledge. It was this suspicion, the 
source said, that caused Hanoi to call 
off the trip. It was clearly a last- minute 
decision. The visit was cancelled on 19 
April, the day the team was due to ar- 
rive. Its abruptness seemed to surprise 
even those Vietnamese officials who 
would have been involved in the talks. 

The US was informed at the time 
that the postponement was simply for 
technical reasons and would be tem- 
porary. Other dates — in late May or 
early June — were mentioned as possi- 
ble times for the visit. The postpone- 
ment of Soviet Deputy Prime Minister 
Ivan Arkhipov's visit to Peking in early 
May, also seems to have been a factor. 
"After that," said the REVIEW's source, 
"Hanoi felt there was no way they 
could go ahead with an MIA visit." For 
the time being, it appears, US-Viet- 
namese contacts on MIAs have re- 
verted to their previous frigidity. The 
postponement of the mission's visit, 
the source says, is likely to be indefi- 
nite. 
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May, China's southern fleet, consisting 
of a large number of destroyers, fri- 
gates, submarines and supply ships, set 
sail towards the Spratly islands 

most of which are under Vietnamese 
control. For a brief period US intelli- 
gence was on the alert for a possible 
Chinese attack on the islands. While 
Peking swiftly assured ‘Washington 
that it was only engaged in man- 
oeuvres, Moscow may not have been 
given any such illumination. As it 
turned out, after sailing around the 
Spratlys, the Chinese navy went 


When you're in Penang 
stay with friends... 
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ashore on Hainan island to hold am- 
phibious-landing exercises. 

Seen from Moscow, China's con- 
tinued border attacks and naval move- 
ments, said one diplomatic observer, 
could have appeared similar to the 
ploys used by former US president 
Richard Nixon, who ordered the 
bombing of North Vietnam before ar- 
riving in Moscow for talks. For Ar- 
khipov to keep his schedule despite the 
Chinese actions would have meant ac- 
ceptance of Chinese rules of the game. 
More importantly, it would have sig- 
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nalled Moscow's willingness to sac- 


rifice Hanoi's interest for the sake of 
improving relations with China. 

As the diplomat put it: “First by 
attacking Vietnam during the Reagan 
trip and then by flaunting their naval 
muscles before the arrival of Arkhipov 
the Chinese were being too clever by 
half. So they got a little slap on the 
Wrist." 


ut though the Sino-Vietnamese 
developments are undoubtedly im- 
portant, they do not fully explain the 
timing of the postponement. Since Oc- 
tober 1982, when the first round of 
Sino-Soviet talks were held, the 
Chinese have intermittently shelled 
the Vietnamese border without pro- 
voking any strong Soviet censure. De- 
spite the stepping up of Chinese shell- 
ing along the Vietnamese border since 
early April, Moscow announced Arkhi- 
pov's forthcoming visit in late April. 
The joint announcement of the visit, 
on the eve of Reagan's arrival in Pe- 
king, indicated Soviet readiness to 
support China's attempt to portray a 
balanced foreign policy. However, a 
week later, the Soviet newsagency 
Tass condemned “China's military 
provocations” against Vietnam. Five 
days later it announced the postpone- 
ment of Arkhipov's visit. 
Diplomatic sources say that the de- 
cision surprised not only the Chinese 
but also an advance Soviet team, 
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days putting finishing touches to the 
preparations for the visit. While uncer- 
tainty and policy debate in Moscow 
and displeasure with China's red-car- 
pet welcome to Reagan are advanced 
as explanations for the sudden shift, 
one well informed source suggested 
that the Soviet decision was linked 
to an internal Chinese party mano- 
euvre. 

Earlier the Soviets had been told 
that Chinese top economic planner 
Chen Yun would be Arkhipov's host. 
The fact that Chen had not seen any 
American official and was involved in 
the earlier phase of economic coopera- 
tion with Moscow, made this especially 
significant. But according to the 
source, a last-minute decision by 
senior statesman Deng Xiaoping that 
Chen would not receive the Soviet 
leader triggered the Soviet postpone- 
ment. Deng reportedly argued that al- 
lowing Chen to receive Arkhipov 
might convey an impression of division 
within the Chinese leadership over its re- 


which nad been in Pking for several | lations with Moscow and Washington 


"Whatever may have been the combi- 
nation of factors behind the latest set- 
back in Sino-Soviet normalisation, 
diplomatic sources think the freeze 
will continue for some time. With ten- 
sion mounting Letween China and 
Vietnam, there are indications from 
Moscow that the next round of Sino- 
Soviet talks may be postponed too. 

In Southeast Asia this could mean à 
further spiral of tension. While the 
Chinese navy continued its three-week 
landing exercise in the Gulf of Tonkin, 
and Thai supreme commander Gen. 
Arthit Kamlaeng-ek arrived in Peking 
for a visit to the Chinese border with 
Vietnam, Vietnam's Defence Minister 
Van Tien Dung left on 16 May for a 
visit to Moscow and. Eastern Europe. 
Although his visit to Moscow was pre- 
sented as a stopover, he held a meeting 
with Defence Minister Dmitriy Us- 
tinov and army, navy and air force 
chiefs. Analysts believe that Dung 
made requests for more arms aid to 
face increased Chinese pressure. " 


The bloc-busters 


Kirkpatrick goes to Malaysia to denounce UN politicking, 
but runs into trouble over enhanced Sino-US cooperation 


By K. Das in Kuala Lumpur 


nxiety that United States President 

Ronald Reagan's visit to China in 
April has paved the way for a new 
power role for Peking in Asia surfaced 
here unexpectedly during a visit by US 
Ambassador to the United Nations 
Jeane Kirkpatrick, casting a shadow 
over her goodwill mission. 

Following a long private meeting 
with Kirkpatrick on 22 May, Malay- 
sian Foreign Minister Tan Sri Ghazali 
Shafie told the press that Washington 
must avoid giving the impression that 
it has assigned China the role of “re- 
straining" the Soviet Union in Asia. He 
said that the US perception of China as 
a regional policeman must be viewed 
in the context of its historical record of 
supporting subversive activities in 
Southeast Asia. 

In her public remarks, Kirkpatrick 
focused on UN affairs and tried io 
avoid being drawn on power politics in 
Asia. In response to Ghazali's state- 
ment, she told the press the following 
day that “I don't believe that 
Washington has given the impression" 
that it views China as Asia's anti- 
Soviet watchdog. 

But she emphasised the common in- 
terests and problems the US and China 
shared while dismissing Southeast 
Asian concerns over Peking's ambi- 
tions as familiar symptoms of the 
small-nation syndrome. Asean na- 
tions, she said, were "probably 
pleased" that the Chinese were also 
concerned with the growth of the 
Soviet Pacific fleet. But this only suc- 
ceeded in fuelling suspicions that the 





Reagan administration's sympathies 
lay with China as an unspoken ally in 
the containment of the Soviet Union. 

One reporter asked Ghazali whether 
it was correct that the ambassador's 
chief mission, as claimed by some 
sources in New York, was to offer aid 
only in return for support in the UN. 
Ghazali said that his "opening gam- 
bit" about China's role and Asean's 
perceptions may have prevented any 
such signals. “We are wedded to the 
idea of equidistance," he said. 

In an address to the Institute of 
Strategic and International Studies 
(ISIS), Kirkpatrick stressed the failure 
of “bloe politics," which she de- 
nounced as “anachronistic and self- 


14 JUNE 1984 e FAR EASTERN ECONOMIC REVIEW 


Tt ane >| p 


d 1 1 f 
à B | p 7 
I oit ae Soo 
"-— A y 
ny ‘i 
* 


d ^1 bv Libva bt 
members of the same bloc organisa- 
tions (the Organisation of African 
Unity and Organisation of the Islamic 
Conference), as Libya. 

She said the Reagan administration 
would prefer countries to vote accord- 
ing to their own national interests and 
their own consciences rather than as 
blocs, though she was careful to praise 
Asean's success in sponsoring resolu- 
tions condemning Vietnam. 

US Ambassador to Kuala Lumpur 
Thomas Shoesmith described the visit 
as "productive," but press reaction 
varied from lukewarm to hostile. The 
pro-establishment New Straits Times 
attacked Kirkpatrick in a full-length 
editorial, questioning whether she had 
come to Malaysia as ambassador to the 
UN or emissary of the US to Kuala 
Lumpur, and pouring scorn on her 
criticism of the UN as "less than 
ideal." *Less than ideal for whom?" it 
asked. "For the US, certainly, as the 
smaller nations of the world increas- 
ingly discover a way to play ball with 
the giants." 

At the ISIS dialogue session, 
Kirkpatrick also said in a roundabout 
way what was expected of "friends." 
"We do not expect that nations with 
whom we have good relations outside 
the UN will also vote as we do, but we 
expect in general that relations in the 
UN as well as outside the UN will be 
based on confluence of interests." 

The New Straits Times summed up 
the visit rather testily: "The East-West 
polarisation is being increasingly 
skewed to North-South. These are the 
blocs of the future. The US would do 
well to read the writing on the wall...” 


» Guy Sacerdoti writes from Manila: 
Kirkpatrick received a very different 
reception on a stopover in Manila. The 
most important aspect of the visit for 
Philippine President Ferdinand Mar- 
cos was approval of his handling of the 
14 May national assembly elections. 

As Marcos' primary foreign ally, the 
Reagan administration's endorsement 
of the elections was important, par- 
ticularly in view of the possibility that 
the US Congress may reduce the 
amount of US military aid — in favour 
of economic support — in the rental 
agreement for use of the two US bases 
in the Philippines. 

Kirkpatrick said the elections 
showed a “generally genuine contest 
obviously in a lot of areas,” referring to 
significant opposition gains in rep- 
resentation, and said some US con- 
gressmen had already “expressed their 
satisfaction” with the election results. 
She also approved of Marcos’ recent 
calls for an intensified campaign 
against the New People’s Army, the 
armed wing of the Communist Party of 
the Philippines, but would not com- 
ment on whether that meant increased 
US military sales for counter-in- 
surgency equipment. 
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Indonesia delays inspection tours of East Timor which could have 
helped Hawke change his party’s policy in favour of Jakarta 


By Jacqueline Rees in Canberra 


he Indonesian Government has 

postponed indefinitely an inspec- 
tion tour of East Timor which Austra- 
lian Ambassador to Jakarta Rawdon 
Dalrymple was to have undertaken at 
the end of May. Jakarta said the visit 
was being put off “for technical 
reasons,” until “certain transport ar- 
rangements” have been made. 

A planned visit by the International 
Red Cross also has been shelved. The 
delays will provide ammunition for the 
opponents of Australian Foreign 
Minister Bill Hayden and Prime Minis- 
ter Bob Hawke, who plan to change the 
ruling Labor Party's controversial po- 
licy on the former Portuguese colony, 
which has bedevilled Australian-In- 
donesian relations since Indonesian 
troops annexed it nearly a decade 
ago. 

A favourable report from Dalrymple 
— and there is no reason to believe he 
would have been allowed into East 
Timor unless the situation there was 
relatively stable — would have helped 
supporters of Hayden and Hawke in 
putting their case for a policy change. 

Jakarta had given permission for 
Dalrymple, his counsellor and the de- 
fence attaché to visit East Timor at the 
end of May and, significantly, before 
Labor's July federal conference, the 
party's supreme policymaking body. 
Conference resolutions are supposed 
to be binding on all party members up 
to and including foreign ministers and 
prime ministers. East Timor will be a 
contentious and emotional issue at the 
conference. 


Present policy on East Timor, 


reached at the 1982 federal conference, 
“condemns and rejects” the previous 
Liberal government's recognition of 
incorporation of East 


Indonesia's 





Timor. The policy asserts that the East 
Timorese still have the “inalienable 
right” to self-determination and pro- 
hibits all defence aid to Indonesia until 
Indonesian troops are withdrawn from 
East Timor. 

Hayden and Hawke, while making 
clear to the Indonesians that they do 
not endorse Indonesia's military incur- 
sion into East Timor in 1975, have 
nevertheless jettisoned party policy as 
ignoring international realities, and 
they intend to have it altered at the 
July conference. 

Despite continued assurances by the 
Australian leaders that they want im- 
proved relations with Indonesia, the 
written party policy remains a con- 
tinuing irritant to relations between 
the two countries and makes the Aus- 
tralian position on a United Nations 
resolution calling for self-determina- 
tion for the East Timorese awkward. 
The previous Liberal government sup- 
ported Indonesia in a vote on the issue. 


Indonesia has made it clear that a re- 


versal of the Australian vote — neces- 
sary under existing party policy — 
would seriously harm moves to restore 
good relations. 


I: a forthright speech in Canberra re- 
cently, Hayden reminded Australian 
advocates of de-recognition about a 
related concern; the disputed maritime 
boundary between the two countries — 
specifically, between Darwin and 
Timor. "We have extraordinarily com- 
plex and difficult and demanding 
negotiations going on with Indonesia 
concerning the seabed boundary," he 
said. 

"There is, as you know, a large gap 
off East Timor in that boundary. In 
that gap is positioned natural gas 
fields and probably oil fields. We 
would not be regarded with great pub- 
lic celebration if we were to make a 
mess of those negotiations, and yet the 
implications of the negotiations is, that 
as the area open or undefined at this 
point is off East Timor, a certain recog- 
nition must be established to East 
Timor. 

"For some people in my party, who 


have expressed concern about the pre- | 


sence of Indonesia in East Timor, there 
is a cold, hard sobering reality that 
must also be addressed in respect of 
these other interests we must attend 
— 

The Labor government has, of 
course, never withdrawn the de jure 
recognition given to Indonesia's incor- 
poration of East Timor by the previous 
government, but government leaders 
hope a formal change of written policy 
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ed negotiations over ine sk e 
ary. 
At the July conference, the Left of 
the party is expected to put forward a 
motion re-affirming present policy as 
enshrined in the party platform. The 
party foreign affairs | committee, 
chaired by a Hayden centre-Left sup- 
porter, Chris Schacht, will put up an 
anodised version which, while express- 
ing concern about the way Indonesia 
went into East Timor, in effect recog- 
nises the present reality. With both 
Hayden and Hawke supporting the re- 
vamped motion, it is assured of becom- 
ing the new formal party policy. But 
the preceding debate will be fierce. 


he fact that the Indonesians have now 

delayed Dalrymple's mission and 
that of the Red Cross gives the anti- 
Indonesia lobby more fuel. José Ramos 
Horta, UN representative for the Re- 
volutionary Front for an Independent 
East Timor (Fretilin) is now touring 


et E. 


Fretilin guerillas: a bid to finish them off? 


Australia. He has charged that Dal- 
rymple's visit has been cancelled be- 
cause Indonesia has stepped up mili- 
tary operations in East Timor. Accord- 
ing to Horta, Indonesia launched a 
military operation in May involving 
14,000 troops in an extension of an 
operation begun in August 1983 to 
"finish off" Fretilin forces. 

Australia's Council for Overseas Aid 
has endorsed Horta's view. Horta, who 
criticised Dalrymple's proposed visit 
on the grounds that it would undoubt- 
edly turn in à report which could be 
used to give legitimacy to a change in 
Labor Party policy, intends cam- 
paigning vigorously to try to convince 
the Labor Party to maintain the pre- 
sent anti-Indonesian plank in its plat- 
form. 


>» Susumu Awanohara writes from 
Jakarta: Although the Indonesians 
never formally granted permission for 
the Australian ambassador to visit 
East Timor, there was an informal 










ment that the visit would take 


place on 22-27 May; it was “post- 


poned" by the Indonesians on 21 May. 
The "transport problem," it is be- 
lieved, means that some of the places 
the Australians wanted to see in the 
province could be reached: only by 
land, through areas which are not se- 
cure. 

The fact that the visit by the Red 
Cross, also scheduled for late May, was 
also postponed, led to Speculation that 
there are new developments on the 
ground, unfavourable to the Indone- 
sians, Another theory is that the assist- 
ant for intelligence and deputy direc- 
tor of the strategic intelligence body, 
Maj.-Gen. Sutario, who is newly in 
charge of visits to East Timor, is taking 
his time deciding on both the Austra- 
lian and Red Cross visits. 

Another theory is that the Indone- 
sians are unhappy about what they see 
as another anti-Indonesian campaign 
in the Australian press, and in Austra- 
lia generally. Although many of the 
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developments in Australia have not 
reached the Indonesian general public, 
those in Jakarta who are closely 
monitoring relations have been irri- 
tated by Australian press coverage of 
recent problems between Indonesia 
and Papua New Guinea, in addition to 
what is considered biased and hostile 
reporting on East Timor and the shoot- 
ings of criminals in Indonesia. 

The strong Australian reaction over 
the death of Irian Jaya anthropologist 
Arnold AP, notably the reaction of 
Australia's Indonesia scholars, includ- 
ing some who have been regarded as 
sympathetic to Indonesia (REVIEW, 7 
June), is another source of irritation. 
The Australian Government may also 
have upset Jakarta officials who had 
asked that Horta not be allowed into 
Australia. The fact that he was 
nevertheless allowed in and will be 
asked to address the crucial Labor 
Party conference, may well be consi- 
dered an indication of Canberra's at- 


titude. o 
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By K. Das in Kuala Lumpur 
rime Minister Datuk Seri Mahathir 
Mohamad, having 
won the “war” for his supporters at the 
triennial party polls of the United 
Malays National Organisation (Umno) 
on 25 May (REVIEW, 7 June), now has 


the complex and painful problem of 


winning the peace. 

At the heart of the problem is the size 
of the group of losers, mostly party vet- 
erans, and the impressive array of 
young technocrats eager to get moving 


to the top. It is obvious that heads must 
roll and rewards must be given. But the 


question is whether this can be done 
without further damaging the party — 
the dominant partner in the govern- 
ment coalition — already battered in 
the most intense and ruthless cam- 
paign for power in its history. The 
Muslim fasting month of Ramadan, 
which began on 1 June, has given the 


prime minister some respite because 
traditionally it is a time of peacemak- 
ing when even Young Turks or carpet- 


baggers hesitate to apply political 
pressure openly, 

The list of losers reads like a Who's 
Who of Malay polities and includes six 
ministers, led by those of finance, 
foreign affairs and tri ade and industry l 
two state chief ministers and three de- 
puty ministers. Also defeated were two 
powerful former state chief ministers 


who only three years ago were held in 


awe, 
They are Datuk Harun Idris, former 
chief minister of Selangor, who in 1981 


won a party vice-presidency from 
prison where he was serving a six-year 


term for corruption and cr iminal 
breach of trust, and Tan Sri Othman 
Saat, who had challenged the legiti- 
macy of the succession of the Sultan of 
Johor and nearly precipitated a con- 
stitutional crisis (Review, 21 May '82). 
Harun's defeat this time at the hands 
of the other two contenders for the de- 
puty presidency was ignominious. De- 
puty Prime Minister and Home Minis- 
ter Datuk Musa Hitam and Finance 
Minister Tunku Razaleigh Hamzah, 
who received 744 and 501 votes respec- 
tively, left Harun, who received only 34 
votes, less than 3% of the total. Not 
surprisingly he announced his retire- 
ment from active politics immediately. 
Othman did not fare as badly in 
terms of votes in his bid for one of the 
three elective vice-presidencies, poll- 
ing 314, or almost 25% of the votes, 
but in a field of eight candidates, he 
came in seventh, virtually ending a 38- 


year career. While these two have been 


convincingly 





woman's wing of the party bu 


picture is so complex it is raising 


doubts as to the wisdom of hasty moves 


because of the following factors: 





_» The need to keep a balance of state 


power brokers. This time the regional 
loyalists proved powerful and only 


seven federal ministers — including 


the prime minister, who was unop- 
posed — were returned compared to 12 
in 1981. Of the total of 27 elected 
places, 10 went to state chief ministers 
compared to three in 1981. Trengganu 
Chief Minister Datuk Wan Mokhtar 
Ahmad polled the highest number of 
votes among the vice-presidents. 

» The need to keep Islamic parties 
from wooing disaffected Umno lead- 


ers. This is particularly important in 


of the 


view Islamic traditionalists 


whom Mahathir singled out for criti- 


cism during his opening address. 
» The need to keep some of the vete- 


rans in a leader ship which now has an 


average age of 41.5 compared to around 
48 in the outgoing party supreme 
council. 


» The need to keep proven expertise 


such as that of Razaleigh and Foreign 
Minister Tan Sri Ghazali Shafie. 

» The need to retain those who can 
still act as effective go-betweens for 


j the government and the sultans, who 


proved to be a political force to be 
reckoned with during the constitu- 


. tional crisis last year (REVIEW, 23 
jeep) 


| hile it was bel ieved as soon as the 
results came in on 25 May for the 





deputy presidency that Razaleigh would 


be dropped from the government and 
that Ghazali would be retained (on the 
assumption that he would win one of 
the 20 ordinary supreme council seats), 
the rout of the veterans, including 
Ghazali, on the next day made it obvi- 
ous that there had been more than an 
ordinary victory for the prime minis- 
ter. 

Mahathir himself said Umno had 
proved itself a responsible party be- 
cause before the polls there had been 
predictions of all kinds of post-elec- 





tion disturbances and there was none. 


But he admitted he needed time to 
think. about the fate of the losers. The 
campaign to win seats in the council 
was over but the manoeuvres for gov- 
ernment positions had, however sub- 
tly, begun. 

It is generally believed that Welfare 
Minister Datin Paduka Aishah Ghani 
will be dropped since she not only de- 
clined to defend her leadershi of the 
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30th in a field of 50 contesting the 20 
ordinary supreme council seats. Her 
departure would leave one ministry 
vacant. Another sure vacancy is said to 
be Datuk Manan Othman's place at the 
Agriculture Ministry. Manan, a 
Razaleigh supporter, was regarded as 
an active royalist during the constitu- 
tional crisis. 

Yet a third vacancy can be created by 
dropping Datuk Mohamad Rahmat, 
now ambassador to Jakarta and a 
minister without portfolio. These vac- 
ancies will be sought by five deputy 
ministers — four of whom are new- 
comers to the Umno supreme council. 

At the top of the list is Deputy Edu- 
cation Minister Datuk Khalil Yaakob, 
who polled 953 votes and is strongly 
tipped to get a post. Another candidate 
is Deputy Transport Minister Datuk 
Abu Hassan Omar, who polled 810 
votes. Deputy Foreign Minister Kadir 
Sheikh Fadzir, who polled 924 votes, 
may have a problem because his home 
state, Kedah, already has two people in 
the cabinet — Mahathir and National 
and Rural Development Minister 
Datuk Sanusi Junid — and cabinet 
portfolios must be allocated evenly to 
keep the states happy. 

Yet another candidate for promotion 
is Deputy Finance Minister Datuk 
Sabaruddin Chik, who came in last 
among the 20 ordinary members 
elected, gathering equal votes with 
Deputy Energy, Telecommunications 
and Posts Minister Datuk Suhaimi Ka- 
maruddin, with 624 votes. While 
Suhaimi’s future, after losing the 
Umno Youth leadership, is now bleak, 
Sabaruddin, coming from the state of 
Pahang, which now has only one 
minister — Ghazali — must be consi- 
dered seriously, together with Yaakob, 
also from Pahang. 

Yet a third Pahang winner, Abdul 
Rahim Abu Bakar, a former state chief 
minister, who received 660 votes, will 
be considered seriously because he was 
the first to oppose royal interference in 
the administration through denying 
royal assent to laws passed and to set in 
train the events that led to amend- 


52 


ments to the constitution in 1983. 
Rahim is now head of Mara, the or- 
ganisation which looks after the in- 
terests of indigenous people, a job he 
was given after he was forced by royal 
pressure to quit his chief ministership. 

Apart from these adjustments, the 
prime minister has to promote minis- 
ters now in junior posts in the process 
which Umno has always carefully con- 
ducted, not merely for orderly succes- 
sion but to satisfy the demands of 
power politics. One obvious need is to 
think of the man who might succeed 
Musa. 


Or: it was believed it would be Ra- 
zaleigh, if he submitted to political 
realities and did not challenge Musa 
this year — indeed several supporters 
as well as opponents tried to persuade 
him to stay in the queue after he lost 
the 1981 polls. Now it is believed that 
the men most likely to go up are the 
new senior vice-president, Datuk Ab- 
dullah Ahmad Badawi, who is a minis- 
ter in the Prime Minister's Depart- 
ment, and ex-officio vice-president (as 
Umno Youth president) Anwar Ib- 
rahim, who is also minister for culture, 
youth and sports. 

By tradition, the post they should 
aim for is the Education Ministry, now 





held by Datuk Sulaiman Daud, à 
Sarawakan and a member of Party 
Bumiputera Bersatu, not Umno. The 
last three who held that portfolio be- 
came deputy prime ministers. 

If Abdullah does not immediately 
get the influential and pivotal Educa- 
tion Ministry, there is little doubt that 
he cannot be denied a portfolio outside 
the Prime Minister's Department soon. 
Of the possible ministries, according to 
sources within Umno, Mahathir might 
consider foreign affairs or trade and 
industry for him. 

One suggested scenario is that Ghaz- 
ali will be dropped and Tunku Ahmad 
Rithauddeen transferred back to the 
Foreign Ministry, putting Abdullah in 
trade, which was Mahathir’s last 
portfolio before he became prime 
minister. 

But even his most senior critics are 
wary of concluding that Ghazali will 
be dropped. According to a well in- 
formed foreign diplomat, there are 
several reasons why he might survive. 
First, heis performing at his peak. Sec- 
ondly, after his initial tendency to play 
a major role in foreign affairs, 
Mahathir has over the past year or 
more left Ghazali to function freely. 
Thirdly there might be some concern in 
Asean capitals if the veteran were 
dropped, particularly now that Malay- 
sia is to become permanent chairman 
of the Asean standing committee on 15 
July. 

A senior Umno minister also told the 
REVIEW that Ghazali has another asset 
in being close to the new king, whose 
relationship with the leadership is not 
warm; Ghazali could be the peace- 
maker. 

A week after the party polls no one is 
inclined to be dogmatic about the fu- 
ture of Razaleigh, though Musa's sup- 
porters are adamant that he must go. 
According to the REVIEW's sources, 
there is also a campaign to keep him 
because it was clear at the party meet- 
ing that he still has a power base of 500 
delegates who will be there for three 
more years. 

Mahathir, aware of the undercur- 


| rents within the party, repeatedly 


urged the delegates to set aside per- 
sonal ambitions in the interest of party 
unity. Nevertheless, it was obvious 
that he was expressing a genuine con- 
cern that Umno would become divided 
and weak if the power struggle con- 
tinued into the next election, which in 
theory should take place at the same 
time as a general election due in 1987. 

He warned the delegates: “If we lose 
our bearings, we could end up winning 
party posts in a vanquished party." It 
was a sobering thought for the party 
which had led the government coali- 
tion since independence in 1957. But 
given the-hard realities of power it is 
difficult to forecast how the new young 
generation of party men will react if 
the new cabinet does not reflect the 
will of the delegates who voted them 


in. o 
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its name. But the spirit that made Datsur 
‘a symbol for advanced automotive tech- 
nology throughout the world will never 
disappear. Because now Datsun is Nissan. 
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REFORM 





Resolving four points 
for the 21st century 


By Mike Tharp 
At a time when citizens of advanced 
and developing nations alike are 
looking at the Japanese education 
system as a possible model, the Ja- 
panese themselves have begun to 
question their system. In the process 
the stage has been set for a political 
confrontation and social struggle 
that could affect the country's indus- 
trial competitiveness, internal stabi- 
litv and national identity. 

Based on their history, the Japanese are likely to forge 
some sort of compromise well before the stakes reach such 
apocalyptic dimensions. But the entire education issue is 
one of the most emotionally volatile subjects in Japan's 
post-war experience. Its ramifications touch most people in 
an immediate and compelling way. In the last generation, 
the Japanese have created a hybrid form of capitalism 
which has led to the most effective 
egalitarianism in any modern state. Educa- 
tional achievement has been one of the main 
catalysts and supports of the political and eco- 
nomic system. Changes in education would thus 
have substantial impact on the system itself. 

"Outside expectations of public education 
are not being satisfied," writes Thomas Rohlen 
in his 1983 book, Japan's High Schools. "The 
Left holds a vision of socialist values being 
taught, whereas the Right would like to re- 
vitalise traditional norms and nationalist 
glories. Parents want hardier, more joyful 
adolescents coming home from school. 
There is much talk about the need for 
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more moral education to teach respect and responsibility 
... What is striking about the public commentary on educa- 
tion is the general uncertainty about the cultural direction 
of the nation itself.” 

Change is at the heart of the current controversy. Ac- 
cording to a recent report by the private Council on Culture 
and Education, which was submitted to Prime Minister 
Yasuhiro Nakasone in March, the post-war educational 
structure has both helped and hurt society at large. By em- 
bodying democratic ideals of the American Occupation au- 
thorities and rejecting imperialistic philosophy, education 
reform contributed to a stable and strong Japan. 

However, the report continued, the Occupation-inspired 
system also has helped cause some of the present social ills 
emerging in Japan. These include juvenile delinquency, di- 
minished respect for authority figures of all kinds, denu- 
clearisation of the family and others (though the report does 
not note this, it should be pointed out that the absolute level 
of these ills remains far below the magnitude of 
similar problems in many Western indus- 
trialised countries). 

Four main problems are cited: 

» The harm done to lower education by the 
current university-entrance examination sys- 
tem. 

» Aleaden uniformity that precludes diversity. 
» A shift to emphasising freedom and rights at 
the expense of responsibility and obligations. 
» Diminution of the importance of discipline 
and education of children in the home. 

Underlying the report's analysis — and 
indeed the education issue as a whole — is 
the notion that "education, in any state 
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ure was transmitted from China, Chinese influence is 
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plays merchant, another undesirable vocation. Finally, she 
ves near a private school where Confucius’ teachings 
d ceremonies are the order of the day. Young Mencius 










master’ s brightest pupils. His mother was the first of 
the Japanese now call NU OINUS -mam or education- 
a — the parent who — 

sgedly pushes her child- 
ud school to further their 
since education dt 
‘eer are so entwined in 
an's meritocratie society, 
is unsurprising that re- 
m efforts in education 
iwn strong feelings on all 
es. Nakasone represents 
e school of thought in the 
otional debate and his re- 
efforts to re-evaluate 
je system are consistent 
h the philosophy he has 
oused since the end of 
rid War H. Basically, 
kasone has opposed the 
ucation system because he 
nks it was imposed on 
jan by the Occupation au- 
rities (his opposition to 
je present Japanese Constitution also stems from the same 
onale — that Japan needs its own institutions, not those 
rced on it by outsiders, even if they were the victors). 

ere is also political motivation in the premier's stance. 
wants to be re-elected president of the ruling Liberal 
Democratic Party (LDP) in November and thus reap- 
pointed prime minister, for another two-year term. By seiz- 









































to set in motion both discussion and bureaucratic machin- 
ery that will extend into 1985 and beyond. It would also 
mean conveniently that he would be in.office to shepherd 
the reform efforts. 


th which to inculcate the values and virtues of being Ja- 
anese to this and later generations. Patriotism and moral- 


jarliament): "Patriotism and the traditional Japanese re- 
ect for one's parents should be taught at school." 

. This stance has led Nakasone's detractors to claim that 
e wants to abolish the present system and reinstall an ex- 


gest opposition political group, has strongly < condemned 
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In the tale, Mencius and his mother first live near a || 
graveyard, where the young boy plays at gravedigging. Not . 


nting her fatherless child to grow up with such a role 
odel, the mother moves near a market. There Mencius 


s the decorum he sees every day and becomes one of. 


g education as his main domestic issue, Nakasone hopes. 


akasone's views form the most conservative body of 

opinion on the education issue in the sense that he and ^ 

| his supporters wish to conserve Japanese national |. 
d cultural identity. They view education as the chief tool | 


retwoofthose virtues, as Nakasone declared in the Diet. 
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law.” | Two EARUM parties 
demanded that the commis- 
sion's members be subject to 
Diet approval and that its 
meetings be open to the pub- 
lic, both opposed by 
Nakasone. | 

Presently, the ad hoc re- 
form commission bill is being 
debated in the Diet. The 
democratic socialists and 
Komeito Party have agreed 
to support the LDP bill, with 
certain amendments, but the 
socialists and communists 
continue to protest the ruling 
party’s approach. Because 
those politicians favouring 
the administration’s bill. 
outnumber opponents, it is 
likely that passage of their 
version of the bill will occur 
during the current session. 

Mori oid Nihon Keizai Shimbun he wanted the council 
to discuss what should be revised and what retained in the 
present system. "We should let people [who want to study] 
study as much as they like... We should let them do what 


they want to do, at least until they are 20 years old, as we 


live but once. We want the scenes of education to be more 
enjoyable." 

The competing interests can agree on several broad- 
brush elements that should be in any reform programme: 
» Changes in the so-called 6-3-3-4 structure, which refer to 
the number of years in elementary school, junior high, 
senior high and university. 

P Lessening the crucial importance of entrance examina- 
tions for various levels of schooling. 

» Raising the standards of teachers and teaching. 

> A more: comprehensive approach to the education of 


‘children both at home and in school. 


» Improvement in textbooks. 
» Ade-emphasis on society's view of education as the most 
important component in one's career. 

Clearly, these suggestions would require years to imple- 
ment, even after years of consensus-building. But the die 
has been cast on the reform of Japan's education system 
and the issues will loom large in the public eye and political 
arena for the foreseeable future. Their resolution will de- 
termine : large. partt the DoD E of Japanese society in. 
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- and all ther z still very early 


factories and computerised office: 
are supposed to become the norm. 
But there are. 
believing that Japan is well-equip- 
ped to strike o 
















the Japanese industrial context. p 
In the West there is definite hostility. am ng workioness 
towards the introduction. of. automated. 
processes; it is based largely on fear of n 
over jobs, on ignorance and on the long-stan 
image of robots as alien and menaci g.In Japan there is lit- 
tle of this pessimism and few signs 
the introduction of robots whi 
they can do the dirty, difficult and 
them better. ON 
In one small factory — in Toky | a — where 50 
employees produce air tanks and e au components for 
one of the leading heavy goods-vehicle manufacturers, 
there is a well-equipped research and development section 
where workers themselves experiment and develop labour- 
saving machines which, if practicable, are used on the pro- 
duction line. The factory has devised àn automatic paint 
sprayer — costing a fraction of the commercially produced 
ones — and two machines for rolling and welding which 
can produce the frames for 60 ere tenuis of air tank, re- 
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markably Pie i just like that of the early stage of Bri- 
tain's industrial revolution. None of the machines uses 
micro-electronic circuitry; they depend on old-fashioned 
chain pulleys. But the result is a highly flexible production 
line and no inventory taking up precious space. 

In classic Japanese style the same factory bought an 
American precision machine for bending exhaust compo- 
nents into the required angle, but adapted it to bend com- 
ponents of different diameters, an adjustment that had not 
occurred to the United States firm and stunned its managing 
director when he visited the factary. 

This factory is an excellent illustration of the creative- 
ness and energy which the challenge of automation has 
prompted in the Japanese economy and of the Japanese 
thirst for — and dedication to — continuous education. It is 
also significant that the factory is a small one because small 
and medium-size enterprises are in many ways the driving 
force of the economy employing around 70% of the work- 
force and, on a value-added basis, responsible for some 
57% of den output, compared with 47% in the US and 
a paltry 15% in Britain. | 

Most of these firms are subcontractors for world-famous 
big manufacturing companies. It is a fiercely competitive, 
cut-throat market in which thev have to fight for survival, 
especially as subcontractors are now being called upon to 
produce not merely parts but entire sub-assemblies. Con- 
sequently, big companies are becoming more selective 
about their subcontractors, favouring those which are 
more reliable in terms of E and — — 
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Merry Christmas, robot-san: no hostility. 
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siderably according to the size and scale of the compan 
A study by Prof. Masayoshi Ikeda of Chuo Univer 
shows that sophisticated robots are mainly used in larg 
mass-production firms and have barely touched the s 
and medium-size ones which, however, have adopted au 
mated machine-tool and metal- -processing machines o 
wide scale. Ikeda also demonstrates that a large proporti 
of small companies has no intention of introducing au 
mation mainlv because there are some'tasks which are d 
ficult to automate. 





he greatest impact on production of automation I 
been a marked improvement in quality, the area 
which Japan consistently scores well against. 
major competitors. An assessment of the impact on e 
ployment brings into play thenatureof the Japanese in 
trial context and here the Japanese benefit from a flex 
well-educated workforce which is not blighted by ri 
outdated demarcation lines. © ^ - E: 
Industrial training in Japan is japgely carried out in tk 
company. A young worker joins without any skills oth 
than a level of general education, which by any standardsi is 
fairly high — certainly in literacy and numeracy. The com- 
pany provides the training and skills needed for the jo 
Workers do not sell a skill for which they have obtained 
paper qualification and there is no assumption that an ac 
quired skill will be sufficient to carry a worker through his 
whole career. 
In Japan, the concept and practice of job rotation (imply- 
ing ability and willingness to obtain new skills) is very 
deep-rooted. This makes it easier for companies to transf 
employees within the enterprise so that if one productio 
line is automated the workers can be moved elsewhere and 
retrained if necessary. Workers are not wedded to a singl 
skill and job for life. This. all rares much | more — 
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different. There are fewer chances of job rotation or enlarg- 
ing job opportunities, which certainly could cause prob- 
lems in the future if automation is stepped up. 

However, it should not be forgotten that automation does 
not just do away with jobs; it also creates new ones. The 
machines have to be designed and set up, operated and 
supervised, adjusted, programmed if necessary and re- 
paired. This provides opportunities for existing skilled 


Overlooking the Imperial Palace 
grounds, adjoining Tokyo's com- 
mercial heart, the Palace Hotel 
provides an intimate setting in 
which old-world courtesy comple- 


ments new-world facilities. 


Associate Member of CIGAHOTELS 
Our Representatives : 
UTELL INTERNATIONAL 
Sydney Tel (02)235-1111 
Melbourne Tel-(03)62-2026 
INSTANT-FREELINE 
Auckland Tel:794861 Wellington Tel.850752 
Christchurch Tel.64686 
(F) Member of Golden Tulip Hotels 


= 


call your nearest KLM office 
, the 


Palace Holel tkY) JAPAN 


1-1-1 Marunouchi, Chiyoda-ku, Tokyo, Japan Tel (03)211-5211 
Telex 0222-2580 Palace J Cable PALACEHOTEL TOKYO 





workers to increase their abilities and involves the use of 
specialist engineers, especially for programming. At pre- 
sent, big companies tend to use either very experienced 
skilled workers and engineers for the latter task, while in 
smaller firms there is more scope for a skilled worker to 
learn programming. 

An important point to remember about this is that the 
new skills are considered like any others. They are acquired 
from the firm and are not used as bar- 
gaining chips to increase status and 
pay differentials. The seniority pay 
system and labour flexibility still ope- 
rate. 

Of course automation will involve 
casualties. But, from 1973-82, Japan 
has been in the enviable position of in- 
creasing productivity in manufactur- 
ing industry with minimal decline in 
employment. Again the industrial con- 
text is important; wages can be cut in 
times of trouble by reducing biannual 
bonuses which are closely linked to the 
company’s performance and the gen- 
eral economic situation. In Europe 
during the same decade, productivity 
growth and the rise in living standards 
have been at the cost of jobs and cruel 
levels of unemployment as industry 
has become more capital-intensive. In 
the US jobs have increased, but at the 
price of stagnant productivity and low 
wages. 

However, casualties are unlikely in 
big companies, or at least 
not among workers with the covet- 
ed status of full-time employee; they 
will occur among the part-time staff. 
So far job losses have been absorbed 


14 JUNE 1984 e FAR EASTERN ECONOMIC REVIEW 


wy sapaus sprawiuig SEIVICE SeCcuUT, |. 


Certainly the government has not 
felt it necessary to provide any re- 
training schemes. Nor would it be ex- 
pected to as job training is considered 
the role of industry which is interested 
in able generalists not skilled special- 
ists. There are prefectural industrial 
training centres but their function is 
marginal, such as helping women to 
re-enter the workforce after bringing 
up à family. More interesting are the 
technical colleges for small and 
medium-size businesses set up jointly 
by the sector's own association and 
local chambers of commerce. These 
exist to help small firms improve their 
skills especially in line with advances 
in technology. All in all, the ques- 
tion of training and retraining in 
Japan is conceptually different from 
the West and serves a different pur- 
pose. 

So far, automation has not caused 
any major upheaval in the Japanese 
labour market and it has not been re- 
jected a priori by the workforce. It is 
even seen as providing opportunities. 
In one subcontractor for Canon (which 
used to produce dyes) the workers 
studied, turned their hand to micro- 
electronics and created their own in- 
dustrial robot. The company has since 
transformed itself into a robot manu- 
facturer. Another company, formerly a 
robot manufacturer, has since spun off 
into pencil production after creating 
the necessary technology. 

These examples highlight some of 
the strengths of the Japanese indus- 
trial context (an educated, flexible 
workforce; life-time employment; 
seniority) and of a society that is not 
afraid to face the future. 


ong-term employment prospects 
i jmay be different. There are signs 
that unions in some big com- 
panies are worried about the impact of 
automation on jobs. But if we compare 
the Japanese labour market with deve- 
lopments and discussions in Europe 
and the US about the creation of 
lower-paid jobs in the service sector to 
help mop up unemployment and where 
there are signs of the emergence of a 
two-tier workforce an inner core 
with job security surrounded by a 
broad, fluctuating, insecure band: 
phenomena long familiar in Japan — 
one wonders if the Japanese are not al- 
ready operating a labour market that 
can successfully accommodate itself 
to change with minimal disrup- 
tion. 
The Japanese are never ones to shirk 
a challenge and no doubt they will 
face up to that of automation with 
their customary full-blooded vigour. 
The smokestack areas of the US and 
much of Europe, on the other hand, 
still seem to feel comfortable stag- 
nating in a familiar but dead-end 
rut. The consequences of such an at- 
titude are too appalling to contem- 
plate. ü 
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that offers improved customer services. As a result, 
more than 40 NYK ships are equipped with INMARSAT 


communications equipment, so shippers can keep in 
touch with their consignment every step of the way. 
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TRANSPORT using ship, air, rail and road 
links is one of the safest 
modes of cargo transport yet devised. NYK is actively 
developing this mode of transport because of its great 
potential in meeting customer's needs more effi- 


ciently than ever before. 


FLEET DIVERSITY 27757 
strongpoint. NYK 

has special ships with heavy cranes to load huge plant 
equipment. Coal carriers, Oil tankers, LPG and LNG 
ships. Vessels to carry just about any cargo under the 
sun — and transport it safely and economically 
anywhere in the world. 

These are just three useful customer services 
provided by NYK. Services that give our shippers the 
competitive edge in Cargo transportation. 
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Rule of the stick 


"Never hit a Frenchman with your fist: 
it's degrading. Hit him with a stick." 

— Advice to author Evelyn Waugh 
from his father 


By lan Buruma 


Among the many manly virtues ex- 
tolled by Japanese militarists before 
and during World War II was some- 
thing they called seishinshugi, liter- 
ally spiritism. Education in those 
days, conducted along military lines, 
aimed at building up the spirit — not 
just any spirit and certainly not an in- 
dividualistic spirit, but a collective 
Japanese spirit. Quite what this spirit 
meant is hard to define — though 
much spurious nationalist nonsense was concocted to sup- 
port it — but it basically boiled down to subjugating pri- 
vate desires to those of the group, whether an army unit or 
the entire country. 

According to the philosophy of the day, a truly “spiritist” 
Japanese could overcome any hardship through sheer 
willpower and, to build up that willpower, one's personal 
will had to be broken. This was donein a manner familiar to 
all ex-Japanese Imperial Army soldiers as well as former 
PoWs: by imposing man-made forms of hardship, specifi- 
cally by beating the hell out 
of anybody with what Ame- 
ricans call an "attitude 
problem. " 

The roots of this type of 
spiritism liein the way of the 
samurai. Members of the 
warrior class, like tradi- 
tional warriors everywhere, 
had to undergo a long pro- 
cess of initiation, consisting 
of much mental and physical 
suffering, before they could 
be accepted by their peers as 
true samurai. This training 
was not part of the cur- 
riculum in ordinary schools 
where one was taught the 
Confucian classics. Rather, 
it was instilled by teachers 
of the martial arts in the 
dojo, or gymnasium. 

Education in Buddhist 
monasteries, especially 
those of the Zen sect, which 
was the most popular with 
the warrior class, was often 
based on the same principle: 
spiritual awakening through 
hardship. This could mean 
wading stark-naked through 
ice-cold rivers in mid- 
winter, but more usually it 
meant being severely beaten 
by elder monks with firm 
ideas on how tocope with at- 
titude problems. 

None of this is unique to 
Japan. Harsh male initia- 
tion rites and spirituality = 
through pain are universal ml 
phenomena. What was 
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extraordinary about 


the spiritism of the 
Japanese in the 
1930s and 1940s was 
that a tradition 
which had been ap- 
plied only to a select 
minority before was 
forced on the entire 
country in an ex- 
treme, even per- 
verted form. Semi- 
literate farm boys 
and pale city clerks 
were literally whip- 
ped i 
the shape of brutal 
warriors with no 
regard for anyone's 
feelings, including 
their own. Ideal- 
ly, they were much 
like Hitler's super- 
men. 








Totsuka: and his book. 


The allied victory in 1945 finally released the Japanese 
from their self-inflicted spiritism, though traces of it re- 
main in the remarkably violent martial-arts clubs at uni- 
versities. Most Japanese were quite prepared to cooperate 
with the American model for a new Japan: and the Ameri- 
cans were so eager to turn the Japanese around that, in the 
beginning of the Occupation at least, they encouraged 


LAB" 





The Totsuka way: learning — — 


leftwing elements in educa- 
tion and the labour unions 
who, had they been Ameri- 


cans, would have been 


branded communists. 


One of the manifestatidlbl ? 


of democracy in those early 


days was the Nikkyoso, the © 


teachers' union, a leftist or- 
ganisation radically op- 
posed to such things as 
spiritism. Any form of cor- 
poral punishment became 
strictly taboo. Although at 
first not all Japanese 
teachers conformed to the 
new democratic spirit, all 
ended up toeing the line. 
For a former militarist fire- 
brand to be seen expound- 
ing American-style democ- 
racy all of a sudden did not 
enhance his already eroded 
authority in the classroom. 

Teachers were not the 
only ones to lose much of 
their previously held au- 
thority; fathers did too. 
Having lost a war for the 
first time in Japanese his- 
tory, their confidence was 
shattered. And as the eco- 
nomic miracle began to re- 
place the old militarist 
ideals, most fathers became 
grey members of the corpo- 
rate rat race, faceless salary 
men too busy to spend 
much time raising their 
children. 

This task was left to 
mothers who spent most of 
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their time coaching their sons and daughters 

but mainly their sons — through another rat 
race, not unrelated to the corporate one: the 
notorious examination hell, a seemingly endless 
series of school exams which is the only road ti 
success in modern Japan. Everything is sai 
rificed to succeed at these exams, including | 
many people's childhood. 

These problems are compounded by the gen 
eral breakdown of large families into nuclea 
families. Traditionally children were raised by 
grandparents, uncles and aunts as well as by 
their own parents. And before the age of the 
salary man, women had their jobs cut out for 
them in running large households. Today, how- 
ever, too many mothers, cooped up in tiny subur- |£ 
ban high-rise flats, have nothing but TV and 
their children to occupy their time. Thus, the na- 
tural tendency of Japanese mothers to fuss over 
their offspring can and all too often does become 
suffocating 

No wonder, then, that young Japanese are be- 
ginning to rebel, though not yet on a very large 
scale. The extroverts take out their frustrations on school 
mates, teachers, but more often on their own fathers and 
mothers — in some cases going as far as murder. The intro- 
veris refuse to go to school, become autistic or commit 
suicide — at an increasing rate. s with teenage rebels 
everywhere, their causes are somewhat vague, but most 
people agree that it has something to do with the single 
minded pursuit of affluence which leaves people exhausted 
and spiritually empty. 

So when certain figures emerge with half-baked notions 
of putting back some of the old Japanese spirit into the 
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offers container service on both the Far East/ 
Middle East and the Far East/Australia routes. 
So the next time you have a shipment for 
Japan or North America... . call one of our 
container specialists in Hong Kong. There are 
lots of them there ready to help you. 





Head Office: Tokyo 
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bayonetting a PoW. 
mollycoddled young, they have little trouble finding en- 
thusiastic followers. One such person is Hiroshi Totsuka, a 
former sporting hero who won distinction for himself and 
his country by winning a yacht race from Okinawa to San 
Francisco. He feels that the past 30 years of democracy 
"have destroyed a perfectly good attitude we Japanese 
have had for 2,000 years, namely that children are no good. 
Since we decided to recognise their rights, things went 
wrong. 

since 1977, he has tried to do something about it. To 
avoid legal constraints on corporal punishment, which is a 

—— vital part of his educational method, he 
opened a yacht school, not officially 
recognised by the Education Ministry. 
His pupils were mostly emotionally 
disturbed children with the kind of ex- 
troverted or introverted tendencies 
which are all too common. His recipe 
for their cure was quite simple. Like 
Japanese soldiers in the bad old days, 
they had to learn through hardship. 
The basic course lasted two months, 
and for a fee of Y1 million (US$4,200) 
children were beaten, thrown into the 
sea, deprived of food, burned with 
cigarettes; all this and more until they 
became fully fledged spiritists. 

Some children, however, perished 
before they reached this goal. One 13- 
year-old boy died of peritonitis caused 
by a ruptured stomach in 1979. A 21- 
year-old boy died in 1980 of 
pneumonia after suffering internal 
bleeding from many major body in- 
juries. In the Same year, another boy of 
13 died of burns and various other in- 
juries. 

Totsuka and his chief assistants 
were arrested and are still on trial on 
80 counts of assault and manslaughter, 
involving 33 pupils. The school closed 
down last year and Totsuka himself 
was ordered to pay ¥25 million to the 
family of one of the students who died 
after a beating. But this was by no 
means the end of him. He is a success- 
ful lecturer and his book I Shall Cure 
Them, in which he offers us his educa- 
tional insights, is a best-seller. His suc- 
cess notwithstanding, he has also been 
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Fo be sure, torturing them to ‘death’ isa 
respon se to the emotional problems of th 
ence, But Totsuka's methods — like many 3€ 
Mishima's antics (F REVIEW, 3 May) —— are particular ly distr * 
ing to modern Japanese because they are still so familiar to 
them. He and his rightwing supporters, such as Shintaro 
Ishihara of the ruling Liberal Democrati Party, use the 
same terminology as the wartime militarists. Even failed 
traditions can be strangely reassuring, but a common Ja- 
panese attitude to the militarist past is a bitlikethe nostal- 
gia felt by an ex-alcoholic for a glass of gin; people know it 
is bàd, but they also know the fatal attraction of Japanese 
spiritism. Indeed, there are more schools like Totsuka's, of- i 
fering spiritist education, not only for children but for 
adults, usually office workers sent by their superiors. 

Itis, of course, all too easy to damn Totsuka. The problem 
is that, though his cure may be deficient, hisdiagnosisisnot | 
entirely wrong. Making him a scapegoat is an expedient | 
way to avoid analysing problems which brought himtothe | 
fore. For he is right when he says that youths are pampered 
too much at home, that modern Japanese parents are irres- | 
ponsible, that schools offer no real motivation and, most 
important of all, that nobody is offering any solutions. | 
Many of these problems may be inevitable in a country | 
which saw all its values smashed 40 years ago and could | 
only put materialism in their place. What is more shocking | 
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than Totsuka's methods is the fact that this spiritist quack- 
ery is all the Japanese have to fall back on when casualties 
of tes economic miracle get out of control. i 
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In the beginning, there was à vast wilderness called Hokkaido. And a bank called 
Takugin was created to pr n it. dev, Hokkaido i is a booming land of spacious cities, 


Takugin hei ped finance. this gigah c success Story. And now we're putting 84 years of 





an expanding international network assets of US$27 “billion and deposits of US$20 billion. 
For corporate financing, project financing, investments in Japan and a full range 
of financial services, call the bank where success begins. Takugin. 









































Japan's mathematics «and science 
education has come in for high praise 
from foreign observers recently, but 
many Japanese worry that scientifi 
and technical creativity may be ham: 
| pered by an educ ational systern 
which emphasises memorising» for. 
exams. A recent multinational survey 
by Texas educators showed Japanese 
sixth- graders scored an average of 50 

— -À points in a mathematics exam. 
owed by Sywedich, Australian, English, Canadian, Fre 
and United States students. US sixth- graders scored 2 
points. In science, Swedish pupils were top, followed 
English, Canadian, Australian, Japanese and US stude 

At the high-school lével, Japanese students preparin 


seven maths courses, including caleulus and statisties 
an equal number of science hours while foreign admir 
have noted that Japanese universities turn out nearly 
many enginéering graduates every year as the larger 
university system, with more electrical engineers. 
Prime Minister Yasuhiro Nakasone and industry lead 
have joined liberal critics who worry that Japan's s 
tific educational system may lack the creative 
needed to carry Japan forward. 
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Prof. Yoshinobu Kakiuchi, a former University of Tokyo 
physicist, said: "Japan can really only be proud of its 
science education in the first three years of elementary 
school. After that, the learning-by-rote process takes over, 
geared towards theuniversity-entranceexam. Thereis little 
room for creativity and, since Japanese admire the person 
who can memorise lots of information, these kinds of peo- 
ple's brains can easily be replaced by computers." At the 
university level, in 1982 only 3% of Japan's undergraduates 
were studying science, while 19% were in engineering. 

Minoru Doyama, a professor of metallurgy at the Univer- 
sity of Tokyo, said that because professors rarely have 
graduate assistants to help grade homework or lab work, 
most teachers give little day-to-day work and rely upon a 
single final exam for the course grade. And because few 
students fail, those who would flunk out of an Ameri- 
can engineering 
course (or would 
not enter in the 
first place) can 
graduate with an 
engineering de- 
gree here. 

Mutsu Yanase, 
a Jesuit physicist 
who wasuntil re- 
cently the presi- 
dent of Sophia 
University, said 
he agrees that 
science students 
in Japan suffer 
from the low ex- 
pectations socie- 
ty places on uni- 
versity educa- 
tion. But he said: 
“Students in the 
humanities can 
play but in en- 
gineering it is not 
so easy. Thereisa 
certain control 
from industry. If 
a university pro- 
duces fourth- 
class graduates, 
the companies 
wil no longer 
select those stu- 
dents for em- 
ployment." Yanase said two problems hinder sound science 
education in Japan: first, a 70:30 ratio of application versus 
basic research funding, with the universities under-funded 
and isolated from the strong corporate labs. He said the US 
and Europe divide research funding more evenly between 
basic and applications research. 

A second problem is weak graduate schools. In 1982 there 
were 40,000 master's-degree candidates in Japan, 4,000 in 
science and 16,600 in engineering. At the doctoral level, of 
18,800 PhD candidates, 2,400 were in science and 2,200 in 
engineering, according to the Ministry of Education. 
Yanase said the weakness of Japanese graduate schools is 
partly historical. “Before World War II there was almost 
nothing in the way of graduate education in Japan. As a re- 
sult, almost all of the graduate schools in Japan are very 
poor." 

Tadashi Amemiya, in the Ministry of Education's inter- 
national science division, said industrial leaders recognise 
that the complexity of challenges facing Japanese industry 
requires more emphasis on basic scientific research and re- 
searchers who have more than a bachelor's degree. But he 
said the deficit-ridden central government budget makes it 
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to grips with computers. 


unlikely that more funds for basic research or improved 
graduate programmes will be forthcoming. "The Japanese 
economy is growing, but the central budget has a lot of 
problems," he noted. He said Japanese companies still shun 
hiring people with doctoral degrees, meaning PhDs. Candi- 
dates have only a shrinking number of university jobs open 
to them for employment. The result is a glut of jobless post- 
graduates who hang on at the University of Tokyo and 
other places with little prospect of becoming more than 
lab-research assistants. 

"In the past the companies wanted to hire only people 
with a bachelor of arts degree. Now, they will take a mas- 
ter's degree in engineering but still want to retrain their 
scientists. They want people who can adapt to their needs," 
Amemiya said. The extensive company-training program- 
mes for new engineering recruits amount to a corporate 
graduate-school programme. New engineers coming to 
Hitachi, for example, spend two years in training with 
three months of that on the assembly line. The company 





also offers a wide variety of seminars in technological sub- 
jects to its 20,000 engineers. 

But, there are worries that this emphasis on the practical, 
which served Japan in the catch-up-with-the West period, 
may not work in an era of increasingly sophisticated pro- 
ducts built on basic research efforts. Hesuke Hironaka, a 
professor of mathematics at Harvard now spending two 
years at the University of Kyoto, said Japan's educational 
system will one day have to give more emphasis to the basic 
sciences. "It is a question of national purpose. Japan's educa- 
tional system — where the students are trained for the com- 
panies — has been good for making Japan economically 
strong," said Hironaka, who won the Fields Prize in 
mathematics in 1970. 

He said Japan's relatively low funding for basic research 
has caused some "resentment" among scientists in the 
West, adding: "The situation for creative research is not so 
good here, but it is changing. Japan itself will realise it 
needs more basic research if it wants to excel. That may 
take 100 years but we need patience. Like many Japanese, 
I'm conservative and I think it is better to change the sys- 
tem gradually." oO 
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45g says it all. 
And it tells you a lot about Citizen. 
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— Citizen Exceed-Z 
weighs an incredible 45 grams—together with its band. 
It is also the thinnest watch in the 3-atomosphere water-resistant category.* 
Everything about the Exceed-Z is a demonstration of Citizen technology at work to combine form 
and function in a supremely fine dress watch, exquisite to look at, sheer comfort to wear. 


The movement measures a tiny 0.98mm. 
and its housing is a case of superhard alloy, itself an elegantly slim 2.88mm. 


CITIZEN QUARTZ {XCEED-Z From The Exclusive Colk T 


^ CITIZEN 


*A watch’s ability to withstand normal exposure to water and moisture: rain, perspiration. hand-washing. etc 


The art and science of timekeeping 





Being selected to compete in the Olympic Games takes 
years of hard work and training, The same can be said 
for being designated by the Los Angeles Olympic 
Committee as their official typewriter. Through many 
long years of making typewriters, Brother has gained 
the experience and reputation for quality 


that are necessary to produce a 


machine sophisticated enough to 


gain such acceptance. 
The forerunner among electronic 


typewriters, EM series machines employ 
an ultra-light-touch keyboard that will 
allow typists to type at record-breaking 
speed. They wont be tripped up by 
typeface or ribbon changes either, for 
Brother's cassette-enclosed daisy wheel 
and ribbons slip in cleanly and effortlessly. 


* =. ~ : 
South '( South Superhighway Corner Malkiling Street 
ronic ice ri ers Malah Metro. Manila Tel 861.195 879.172. 888-2 
Malaysia: Maheshwary Sendirian Berhad 


Gea r-Up For The Olympics With Brother 


The EM-200 with its 16 character display and 8K memory 
allows storing text and phrases, and detection and correction 
of errors before they're printed. The correction memory on 
both the EM-200 and EM-100 permits automatic correction 
of the previous 500 characters. Press a button and you are 


Official Typewriter of the Los Angeles 1984 Olympic Games 


Who makes good things, makes good Friencis 





Brother Industries, Ltd. Nagoya. Japan 





automatically relocated to the position that 
you started from. But what really puts our 
EM series ahead of the competition is its 
reliability through many years of use. All 
typewriters wearing the Brother EM symbol 
are winners of one of the most severe testing 
courses ever devised for office machines. 
By producing the “Official Typewriter of 
the Los Angeles 1984 Olympic Games”, 
the efficiency experts at Brother have 

again shown their sophistication in 
high-quality office machines. 


For more information contact 

Taiwan: Tomson Trading Co. Ltd, 62. Sec L Pa Teh Road 

Taipe Tel 35412431, M0142 

Korea: Brother Commercial Co. Lid. Room No 901 

KAL Building No 118. 2-Ka. Namdaemoon-Ro. Chung-Ku Seoul 


Tel "82400450 
Hong Kong: Cheung Tai Hong Lid. 52:58. Des Voeus Road W 
15 Hong Kong Tel 5.488181 5-476807 


ij Horg 
Philippines: Still-ón. Marketing Corporation 
vts ente 


| 8-1. Lorong Yap Hin ON be Pasar. Pudu, Kuala Lumpur Tel 438280 
Thailand: Central Trading Co. Lid 306 Silom Rood 

Bangkok Tel 2230909 

Indonesia: Toko Eha Jays Glodok Baru Blok © No 93 
Hayam Wuruk. jakarta-kota Tel 225322519. 

New Zealand: Brother Distributors Ltd. PO Bos 2006 


8*5 Tuam Street Christchurch Tel 64-488 
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OKOBANK is supporting the sound of strings. It has provided Finnish musicians with four precious instruments made by 17th- and 18th-century 
Italian masters. The Jean Sibelius Quartet brings harmony to the most intimate works in the chamber music repertoire. 


Harmonious cooperation is also the hall- 
mark of our banking philosophy. For over eighty 
years, we have brought it to the three-move- 
ment process of cooperating with our clients: 
discussion, making decisions, and enjoying the 


OKOBANK 


results together. Service, flexibility and expert- 
ise form the sounding-board for our national 
and international operations. 

We believe banking, like music, knows no 
borders. 
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Mail address: PL 308, SF-00101 Helsinki 10. Tel.: +358 0 4041. Telex: 124714. Cables: OKOBANK. S.W.I.F.T.: OKOY FI HH. Shareholdings: London 
& Continental Bankers Ltd., London, B.E.G. Bank Europaischer Genossenschaftsbanken, Zurich, UNICO Investment Fund Management Company 
Ltd., Luxemburg, UNICO Trading Handelsgesellschaft m.b.H., Vienna. Membership: UNICO Banking Group. vw, 
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aon" Mi — Perhaps the single greatest resource that has made Japan the economic 

.— fi Total Deposits power it is today is its people; and those people have chosen to make DKB 
25000 ——— vw >= Japan's largest bank, with assets of more than USSIIA billion. The reason? 
-— No bank better understands the hearts and minds of the Japanese people or 


Japan's financial world. How? Through DKB's vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKBs becoming the bank chosen by one oul 
of every two foreign or foreign-affiliated companies in Japan for sophisticated 
international financing and up-to-date data on the Japanese scene. 

If you're interested in putting DKB's expertise and capabilities to work for you, 
contact your nearest DKB office. DKB maintains offices in more than 40 major 
financial centres throughout the world. 

DKB: the international bank in the heart of the Japanese financial world. 
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We have your interests at heart. 


DAI-ICHI KANGYO BANK 





Network in Asia: 
Taipei Branch: No. 23. Sec. 1, Chang-An East Road, Taipei. Taiwan Seoul Branch: KAL Bldg. 11 8. 2-Ka. Namdaemun-ro, Chung-ku. Seoul 
Republic of Korea Singapore Branch: 16, iatfies Quay, 401-02 Hong Leong Bldg., Singapore 0104 Jakarta Representative Office: Nusaniara 
Bldg., 14th Floor. J1. M.H. Thamrin 59, Jakarta. Indonesia Kuala Lumpur Representative Office: 5th Floor Mui Plaza, Jalan P. Ramlee, P.O. Box 
2613. Kuala Lumpur 01-02, Malaysia Bangkok Representative Office: 5th Floor, Thai Farmers Bank Bldg. 142 Silom Road Bangkok 10 500 
Thailand Beijing Representative Office: Rooms 2056 and 2060. Beijing Hotel. Zhonglou. East Chang An Ave.. Beijing. People's Republic of 
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“hina Shanghai Representative Office: Jinjiang Club. Room No. 58356/58358, 58 Maoming Nan Road, Shanghai People's Republic of China 
Subsidiary in Hong Kong: Dai-Ichi Kangyo Finance (Hong Kong) Ltd. Rooms 3403-3406, Edinburgh Tower 15 Queen's Road, Central, Hong 
Kona Associated Companies in: Hong Kong. Bangkok. Singapore Kuala Lumpur, Jakarta, Manila 


Head Office: 1-5. Uchisaiwaicho l-chome. Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 


We specialize in growth. 


Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
OFFICE : = 22-02 DBS Bidg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 
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Japan. World's fastest-growing industrialized econ- 
omy. Enormous manufacturing capability in key and 
emerging high-tech industries. Unique socio-political 
stability enhanced by mutual cooperation between 
labor, management and government. 

Yamaichi Securities is Japan's oldest securities 
house, as well as one of its largest. We're well- 
positioned to connect you to this nation's wealth 
of investment opportunities. Offering a full range of 
services, including brokerage, portfolio advice and 
fund management. 

As an advisor and manager, Yamaichi International 
Capital Management tailors investment strategies to 
individual investors’ specific objectives. Responding to 
changes in the financial environment by continually in- 
troducing innovative investment instruments. 

With proven results. One YICM-managed fund 
performed nearly twice as well as the Nikkei-DJ aver- 
age, while several others achieved consistent returns 

well ahead of the 
market. Moreover, a 


Look to Yamaichifor = 


placed YICM in the 


performance-oriented `: " 


investmen 





Supporting this 


5 dx d = high-caliber advisory 
: S ra egies service is Yamaichi 


Research Institute, a 
pioneer in domestic 


and international economic analysis. Providing comprehensive fundamental research for long-term strategies, 
plus rapid evaluation of current developments for necessary tactical changes. 

Put this professional investment expertise to work for you. Whether your needs are private, corporate or 
governmental, Yamaichi responds with the high-quality performance you demand. 
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YAMAICHI SECURITIES CO., LTD. 


Head Office: 4-1, Yaesu 2-chorne, Chuo-ku, Tokyo 104, Japan Telex: 122505. fet: 035-276-318) Singapore Office: CPF Budding, 79 Robinson Road #16-07, Singapore 
0106, Republic of Singapore Telex: RS 22571 Tet; 2250688 Sydney Office: Suite 2504, Level 25, Qantas international Centro, International Square, Sydney, 2000, 

"E ) 
Commonweallh ol Australia Telex: 71283 Tel 232-8600 Seoul Office: 19th Floor, Lotte Building, 1, Sokong-dong, Chung-ku, Seoul, Kores Telex: K26651 Tel: 776-2230 
Yamaichi international (H.K.) Limited: Room 910-914, Hutchison House, Central. Hong Kong Telex; 73747 Tet 5-248014 


Paris, New York, Los Angeles, Montreal, London, Amsterdam, Frankfurt/Main, Zurich, Geneva, Bahrain, Bangkok 
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the need for popular fabrics. extend to distribution, business 


As one of Japan's major 





integrated trading houses, | From India, Pakistan, organization, information 

C. Itoh is helping the countries | Bangladesh and Sri Lanka we gathering, financing, 

in Asia set the pace in import iron ore, shrimp, management guidance, | 
economic growth. cotton, jute and other products. | development and other areas. 

In Indonesia we develop oil A . So whatever your business, Our | 
resources. In Singapore we | across Asia, C. Itoh is trained experts will be happy | 
refine oil and process sugar. working to build a better future | to help you set the 
In Malaysia we manufacture for all. With joint venture pace for growth. 


planks and plywood. In Hong | Projects and by providing 
Kong, Korea, Thailand and technical guidance. We are 


Taiwan, textile projects meet more than just an importer and 
exporter. Our activities also 





ur Bangladesh “ 





C. ITOH & CO., LTD. tokyo HEAD OFFICE: C.P.O. Box 136, Tokyo, Japan Telex: J22295 
Offices in Asian countries 










Bangkok Bintulu Calcutta Dacca Guangzhou Islamabad Kaohsiung 

Kota Kinabalu Kuching Nanjing Penang Pusan Sandakan Shanghai 

Singapore Tianjin Beijing Bombay Colombo Dalian Hong Kong 

Jakarta Karachi Kuala Lumpur Manila New Delhi Pohang Rangoon 
C. ITOH Seoul Sibu Taipei 


New York, São Paulo, London, Sydney and 109 overseas offices 


BUSINESS LINES: yarns. Fibres, Textiles and Apparel e Construction and Materials Handling Machinery e Heavy Machinery è jron and Steel Plants e Textile Machinery 

e Machinery for Paper, Paper Converting and Building Matenais Industries e Food Processing and Medical Machinery e Industrial Plants e Chemical Plants e Chemical Machinery 

* Motor Vehicles * Marine Transport s Aircraft e Power Plant and Electrical Machinery e Telecommunications Systems e Consumer Electronics eindustrial Electronics @lran Ore e Coal 
and Coke «Steals and Steel Products e Nonferrous Metais and Ores e Light Metals eGrains and Foodstufis e Oils and Fats e Meal and Livestock e Feed Materiats e Sugar e Marine 
Products * Provisions e Pulp and Paper e General Merchandise € Gas e Crude Oil e Petroleum Products e Nuclear Energy e Organic Chemicals e Fine Chemicals einorganic 
Chemicals € Plastics e Overseas Construction and Contracting è Construction Materials and Utilities and a host of others. 
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——  — PROFITS ARE EARNED THROUGH- USE — NOT OWNERSHIP — OF EQUIPMENT 


NOW, WE MEET ALL YOUR NEED 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 


WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 





Orient Leasing Co., Ltd. 
TOKYO 


BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OL C's subsidiaries and affiliated Companies in Asia H s s 

Hong Kong — Orient Leasing (Asia) Ltd. Orient Leasing (Asia) Ltd. 
| — Orient Leasing (Hong Kong) Ltd. Li dD . : 

Singapore — Orient Leasing Singapore Ltd, icenced Deposit Taking Company 


Malaysia — United Orient Leasing Co., SDN, BHD 0 H t L 5 
Indonesia — P. T. Orient Bina Usaha Leasing rien easing H K Ltd. 
Korea — Korea Development Leasing Corporation 


—— Equipment Leasing Specialist 
Philippines — Consolidated Orient Leasing and x B 
E nance Corporation 30th Floor, United Centre, 95, Queensway, Hong Kong. 


Thailand — Thai Orient Leasing Co., Ltd. Tel: 5-295522-7 Telex: 75680 OLCHK HX 


Sri Lanka — Lanka Orient Leasing Co., Ltd. 
China — China Orient Leasing Co., Ltd. 








Our first Annual Report 


The exceptional factors related in our first Annual Report de- 
scribe events which are probably unique in the long history 
of banking in Italy. 


The circumstances of our foundation, the ndi ems ast 
how they have been tackled, the results so far, and plans for 
the future, are openly explained. 


If you have not already read the recently issued English lan- 
guage version of this report, we will be pleased to send it to 
you. - 


Client confidence 


Our success in building up confidence within the Italian mar- 
ket can be clearly demonstrated by two operations: 


A warrant scheme was launched in July, August and Septem- 
ber 1983. This allowed small shareholders in our predecessor 
bank (over 30,000 in number) to apply for options to sub- 
scribe to an additional 150 billion Lire in capital on May 1985. 
Requests received represent 94.596 of former shareholders. 


Deposits are a reliable indication of client confidence. 

From alow of 1,923 billion Lire at our foundation, except for a 
temporary drop, our deposits have steadily increased at a 
pace greatly in advance of the rest of the Italian banking sec- 





Lire. 





tor. At 31st December 1983 the total exceeded 3 480 billion 





Deposits in billion Lire. 


8882 10982 31383 30683 3083 311283 
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Where parents 
feel as blessed 
as the children 








By Bruce Roscoe 


Tamao Odawara bruises his knuckles 
rapping on desks. The class is English 
and he wants responses from 46 stu- 
dents who each have a little more 
than one minute of his time in which 
to master words such as epilepsia, 
hallucination and asphasia, He pro- 
nounces each word three times and 
the students mimic their new vocabu- 
lary in unison. Then they are asked to 
commit to memory the sentence 
tence — “He is an epileptic” — though Odawara assures 
them that they will have little use for it. 

After rattling off another series of new words — hysteria, 
insanity, depression, paranoia — at machine-gun pace and 
spurting out Japanese equivalents, Odawara announces 
the next lesson, Prophet of the Space Age. Author H, G. 
Wells' achievements are recounted to second-graders at 
Hibiya Public High 
(HPH) School. He was 
trained as a scientist, 
the textbook says, but 
the lesson ends asking: 
“What did science really 
mean for the future of 
man?” It is a question 
whose meaning seems to 
elude both students and 
teacher. 

Students stand, bow, 
then pack their dic- 
tionaries. Although the 
lesson has ended, the 
study has barely begun: 
16-year-old Yutako 
Onoda, for instance, will 
spend three hours re- 
ceiving additional in- 
struction in English, 
mathematics and Ja- 
panese at a crammer 
(after school is out) and 
after that puzzle 
through up to three 
hours of homework. It is 
not that she is a slow 
learner: in fact, Onoda 
probably studies no 
more than her fellow 
classmates. But HPH, 
which from its pinnacle 
of elitism absorbs only 
the sweetest cream from Tokyo middle schools, has plotted 
her on a course leading straight to the top half dozen or so 
universities in the land. 

The school's location is equally prestigious. It sits in 
Nagata-cho, a stone's throw from the offices of the lower 
and upper houses of representatives and a slingshot away 
from a string of plush hotels. It accepts students living only 
in four neighbouring wards. Despite the virtual guarantee 
of success the school's name lends its students, competition 
to gain entry — according to headmaster Shinichiro Ono — 











Yutaka Wada 
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eno dria Ambition? Maybe to become just housewives. 
is not at all fierce. Streaming of the students begins at pri- 
mary school and, by the time they reach middle school, 
teachers know almost instinctively which high school's en- 
trance examinations they are likely to pass. "If a teacher 
believes a student will not pass our examinations, he ad- 
vises the student not to take them," savs Ono. 








Hibiya Public High School: no graffiti, no litter, no raucous students. — «1 





Yutako Onoda 


characteristic of HPH, 
setting it in a class of its 
own, is that the students 
are filled with hope. For 
this reason, outbreaks of 
student violence against 
| teachers which recently 
| has marked lesser 
| schools is apparently 
totally absent. So tight 
is the streaming system 
that less academically 
inclined students soon 
become aware of how 
far they can advance be- 
fore being thrown off 
the education escalator 
to fend for themselves. 
Violence occurs, Ono 
says, when students 
realise the system can no 
longer accommodate 
them and that they are 
bound for a second-rate 
future in a second-rate 
company. Of HPH's 
1,200 or so students each 
year only four or five 
will not go to university 
but the reason will not 
be through lack of qual- 
ification. Onoda proba- 
bly will be one such 
statistic. Her ambition which she states unashamed- 
ly — after years of public and private schooling and 
an almost assured university degree, is to become a house- 
wife. 

HPH admits to no problem in disciplining its students 
and, if acts of indiscretion committed by students miss the 
attention of teachers, probably they will not escape the 
notice of a concerned public. Ono savs that from time to 
time a member of the public will telephone the school to in- 
form on a particular student's behaviour outside school 
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grounds, such as smoking in a coffee shop. It is as if 
the Tokyo public at large has as much pride in HPH 
as the school itself. Smoking is legally prohibited until 
the age of 20 and most if not all Japanese schools assume 
^- responsibility for their students' actions 24 hours à 
ay. 

“If a student has misbehaved badly," says English 
teacher Odawara, “he is asked to stay home for two to three 
days and reflect on his actions. There would not be more 
than two or three cases a year of this." The school does not 
broadcast the names of students it disciplines. For all the 


— - other students know, a student at home "reflecting on him- 


self" may just have caught a cold. 

This represents a departure from punishing students by 
humiliation, a technique common in earlier days and still 
used at many schools placed downstream in the system. 
"Student suicides? In his three years as headmaster, Ono 
says he can recall none. 

The visitor to HPH is impressed perhaps most by the 


— eleanliness of the classrooms, corridors and school grounds 


— and also by an uncanny silence. There are no raucous 
students, no graffiti defacing the walls, no litter. One feels 
the buildings belong to a laboratory that has been cleaned 
to surgical precision. As at other Japanese public and pri- 
vate schools, cleaning duties are rostered among students: 
professional cleaners are employed only for toilets and 
windows. 

If things about HPH seem perfect, probably it is because 
they are. Still, some students see room for improvement. 
Yutaka Wada, a 16-year-old second-grader who has be- 
lieved he would go to university since he was in primary 
school, wants a more democratic student union. Ryuichi 
Hoshika, also 16, would like to see the school put on more 
sports and other events. The diet of study is too constrict- 
ing, he believes. Onoda misses the time she could spend 
with teachers at middle school, but now they seem distant. 
She admits, however, that these days she has less time for 
them, too. After all, on top of her school work she is à 
flautist in the school orchestra. 


abound at HPH. There are clubs for learning English 

conversation (presided over by a native speaker) 
and, for the use of microcomputers where students are 
taught programming in the basic language, calligraphy, tea 
ceremony and an assortment of sports. In facilities the 
school appears to lack nothing: despite its central Tokyo 
setting, room has been found for a swimming pool, tennis 
courts and a sports field for baseball, soccer and rugby. 

Parents probably feel they are as blessed as their children 
who manage to attend HPH. As a public school, it charges 
students no more than about US$310 a year. At Aoyama 
High, a private school of similar standing to HPH, the bill 
runs to US$100 a week and that does not take into account 
hidden expenses such as donations parents are obliged to 
make. 

Ono is fired by a burning ambition for his students: it is to 
see larger numbers of them entering the university of their 
choice and — in particular — more of them passing the 
examinations of Tokyo University. The number gaining ac- 
cess to Japan's most prestigious university has been declin- 
ing of late — it was just six this year — and Ono wants a bet- 
ter record. "We have to try harder," he says. "Some of the 
top private schools have overtaken us." 

Of this year's some 400 graduating students, Ono expects 
about 150 will enter their chosen university; the same 
number will go on to universities they consider a little 
below their high standard and the remaining 100, even if 
they have passed the examinations of one university or 
other, will decide to study privately for a year in the hope of 
entering a better university. Ono says, confidently, that 
within two years of graduating from HPH all students will 
be where they want to be. I ü 


Em activities managed by student clubs 


[The pinnacle is 
Tokyo University 


By Hikarù Kerns 








A vigorous manager of a growing 
company in Tokyo suggested: 
"Perhaps Japan is successful because 
we are close to being a meritocracy. 
In the beginning, just about everyone 
has an opportunity to demonstrate 
ability in honest competition at 
school and the very good people are 
later eligible for high positions . 
Tokyo University is the most import- 
ant standard in the whole system.” 
This particular Tokyo University graduate, whose self- 
assurance is not unusual among Tokyo University alumni, 
was expressing a belief that has surprisingly wide currency 
in this country — that most Japanese have an equal chance 


Tokyo University's gateway to success: the 'most important standard in 


to prove merit in the race for top jobs, that a primary field 
of this competition is the educational system whose ground 
rules are generally considered fair, that Tokyo Univer- 
sity embodies the standards towards which the competitors 
strive and that Japan is the better for having many of its 
leaders emerge from this selection process. 

Tokyo University stands at the pinnacle because the stu- 
dents who excel in examinations of a particular kind want 
to enter it. The quality of its curriculum is a far less, 
perhaps irrelevant, consideration. Indeed Japanese univer- 
sities are seen more as symbols of attainment rather than as 
institutions of higher learning. It should be said, however, 
that by the time Japanese students finish high school — and 
90% do, the highest percentage in the world — their gruel- 
ling studies would have advanced them to roughly the ma- 
terial required of a second- or third-year university stu- 
dent in the United States. 
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cyc amount of 
facts. At national universities — and for the most part lead- 
ing private universities — the other possible winning traits 
of candidates — outside activities, writing style, wealth, 
class, parentage — carry no weight in selection. As one ob- 
server said: “Not even the prime minister's son can enter a 
top university unless he can compete well on his own." 

The ranking of the university — and to a lesser degree the 
prestige of the department — from which one graduates is 
the biggest factor in being able to land desirable first jobs. 
A good degree is often a necessary, though not sufficient, 
condition for promotion to higher positions in later years. 
How well one does as a student at the university is practi- 
cally inconsequential. 

Last year Tokyo University graduates accounted for 
about 4075 of the presidents of companies listed on the first 
section of the Tokyo Stock Exchange. Approximately 
another 40% of company presidents came from four other 
leading universities: Keio, Kyoto, Waseda and Hitot- 
subashi. 

Ministries conduct their own examinations for univer- 
sity graduates wishing to join government service, but peo- 
ple who do best at university entrance examinations also 
tend to pass the ministerial examinations. One survey 
showed that Tokyo Univer- 
sity graduates held the fol- 
lowing percentage of jobs 


ranked section chief or 
higher in the national minis- 
teries: Finance (88.6%). 


Foreign Affairs (76%), Na- 
tional Land Agency (73.5%) 
and Transportation (68.5%). 
A majority of post-war Ja- 
panese prime ministers are 
Tokyo University graduates 
(with the conspicuous excep- 
tion of the talented Kakuei 
Tanaka, who never finished 
middle school). 


ne may question whe- 
QO": the outstanding 
careers of most Tokyo 
University graduates — their 
domination of government, 
big business and science 
came about because of the 
true worth of theindividuals, 
which wastested by theexam- 
inations, or whether their 
successes had more to do with 
the advantage of status that 
the famous degree yielded 
them. Yet considering the 
quality of the Japanese bu- 
——— reaucracy and theinternation- 
al competitiveness of Japanese enterprises led by Tokyo Uni- 
versity graduates, a strong case can be made that the 
leadership selection process is working properly at many 
points. 

A common criticism is that the Japanese educational 
system — which is seen mostly as rote learning with exces- 
sive hours of cramming bits of facts — produces narrow, 
uncreative and ineffective adults. Students in the midst of 
studying for examinations are indeed constricted and 
perhaps in their early adult years fit easily into this 
image. 

Establishing the foundation of a hierarchy based pre- 
sumably on merit at the beginning of the career process has 
some other benefits, it is said. For one thing the escalators 
to the top are largely fixed and the people mostly in place. 
In Japanese organisations there appear on the surface to be 
far fewer frictions, office politics and personnel crises than 
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frustrations on; solace from such moods is often sought in 
the bottle. 

There is confidence in the personnel system which dis- 
courages the destructive machinations of the connivers. 
Society also tends to elect its leaders from among the edu- 
cational elite, It is a great disadvantage for a politician as- 
piring to parliament not to have a degree from a first-class 
university. 

The Japanese system forces ambitious people of less 
academic (or examination) merit into smaller enterprises. 
The dynamism — and instability — of the small and 
medium-size company sector is partly accounted for by 
the influx of people who have no guarantees of success and 
who must strive and take risks to achieve high positions. 
The ordinary Nihon University has provided 12,000 presi- 
dents of the 600,000 unlisted companies in Japan, more 
than any other university. It is not unusual for people who 
were unable to enter the top 10 universities to carry à 
lifelong hunger to compensate for their failure by taking 
big risks to achieve extraordinary gains. 

Each private university has its own entrance examina- 
tions, as did national universities until recently. Now there 
is a nation-wide standard examination which every candi- 
date for a national 
university must 
take. A test score 
on this first round 
of examinations 
will let the candi- 
date know which 
universities are 
likely to accept 
him. 

In this two- 
day examination, 
three subjects are 
required: mathe- 
matics, English 
and Japanese lan- 
guage. The candi- 
date must also 
choose two sub- 
jects out of so- 
cial studies (logic/ 
philosophy, Ja- 
panese history, 
world history, 
policies, geo- 
graphy) and two 
from the natural 
sciences (physics, 
chemistry, as- 
tronomy/geophy- 
sics and biology). 
About two months 

ee m later, the candi- 
date will then stand fortheentranceexaminations prepared 
by each national university. 

Training for the examinations often requires effort from 
the earliest school ages. Each year, the Japanese media 
publishes lists of high schools and preparatory schools that 
have the best record in placing students at Tokyo Univer- 
sity. Competition to enter these schools occurs at middle- 
school level; and there is competition at primary-school 
level to enter the best middle schools. 

In 1983, three of the most consistently successful high 
schools placed 363 students in the roughly 3,000-member 
freshmen class of Tokyo University. One reason for this ex- 
ceptional rate is that, by the beginning of the senior year, 
their students have covered the material that is tested in the 
university entrance examinations, so that the rest of the 
year can be spent on reviewing old material (for example, 
calculus) and in interpretation. o 
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among educators 


By Louis Munz 


There are giggles and nervous laugh- 
ter; there are questions and answers 
floating back and forth between the 
14-year-old students and Noboru 
Yajima, their teacher. It resembles 
any progressive junior high school in 
middle America — but this school is 
in central Tokyo. The open, relaxed 
atmosphere of Nishi-Toyama Junior 
High School (NTJH) is a far cry from 
the respectful hush that usually pre- 
dominates in Japan's public schools; but then the teenage 
boys and girls at progressively minded Nishi-Toyama are 
attending a class on what was previously a taboo subject in 
Japanese schools at all levels: sex education. 

NTJH is one of 400 junior high schools in Japan par- 
ticipating in a pilot project, which its developers eventually 
hope to incorporate in the centralised nationwide cur- 
riculum. The three-year project focuses on the psychologi- 
cal and physiological aspects of students' sexual develop- 
ment as it affects the relationship between men and women 
and the family. It includes such topics for open discussion 
as sexual stimuli, carnal appetite, different manifestations 
of sexual behaviour, masturbation, self-display and other 
aspects of sexual behaviour both accepted and frowned 
upon in Japanese society. 

Because NTJH is located only a 10-minute walk from 
central Tokyo's Shinjuku and its pleasure-oriented enter- 
tainment district (with its myriad topless bars, clubs and 
porn theatres), students, as a matter of course, saunter over 
after school for shopping, strolling or going to the movies; 
and, if out of school uniform, they frequent adult book 
stores or porn theatres whose owners will turn a blind eye 
to the under-age clientele. Even if the majority of students 
do follow the rule against entering such places, teachers in- 
volved with the NTJH project feel the students are con- 
stantly being exposed to "negative views of sex at an in- 
creasingly early age." The parents agree and have given the 
green light to the project since it is this negative aspect of 
sex which is most blatantly expressed in rather explicit 
photographs outside theatres of scenes of sado-masochism 
and women in bondage. 

In their own homes students are able to see some of the 
same scenes on TV in the guise of historical samurai 
dramas. And of course, the ubiquitous manga (comics) also 





- graphically portray sex in the same exploitative light and 


these can be bought or simply browsed through at any 
newsstand. 

Some see this rise of the sex industry over the past 10 
years as symptomatic of a backlash against the changes and 
inroads women in Japan have made of late into what is 
probably the developed world's most male-oriented socie- 
ty. Given the high premium placed on formal education, 
women are no longer content to stay in the kitchen. They 
are quietly but firmly changing their position to a more 
equitable one and these changes warrant a careful educa- 
tional programme so that the pervasive, exploitative as- 
pects of sex be balanced. So believes Yuki Tanomura, one of 
the directors of the Japanese Association for Sex Education 
(JASE) which, since its foundation in 1972, has urged the 
inclusion of sex education in the national school system. 

Among the purposes of sex education is to help the indi- 
vidual understand the many artificially created myths re- 
garding sex — among them the idea of women as objects of 
utilitarian pleasure in a male-dominated society. This is a 
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Music-hall: it could be called homework. 


form of sexual discrimination which is expanded into pro- 
fessional fields and also leads to job discrimination. Obvi- 
ously, in a society as dynamic as Japan's, the relationship 
between men and women is not constant and these changes 
are addressed as well. 

Yet, despite the fact that teachers believe students reflect 
the changes in the overall society, students as a whole seem 
to be very naive or simply uninformed. As an example, 
Nobuko Kurosawa, a nurse at NTJH relates the story of a 
13-year-old boy who, because he had had an erotic dream, 
came to see her thinking he was ill. She says: "Japanese 
want our children to be pure, but this lack of basic knowl- 
edge about the ways our bodies function is not only con- 
tradictory but, in the long run, extremely dangerous." 


pre-marital sex among Japanese teenagers which has 

educators and parents worried. The Tokyo-based 
Educational Development Centre conducts periodic re- 
search which clearly shows a rise in pre-marital sexual ac- 
tivity among teenagers in the Tokyo metropolitan area with 
an incidence of 3.6% for boys and 3.7% for girls at the third 
year of junior high school in its 1982 survey; this is a rise of 
more than 1% over the 1980 survey. Nationwide it is at 5% 
for junior high school students, doubling at the senior high 
school level. If discovered, students at both levels are re- 
quired to leave public or national schools. However, the in- 
cidence of teenage pregnancy is reportedly very low in 
Japan most likely due to the country's liberal abortion laws 
and the ease with which condoms (the most popular form of 
contraception) can be bought at supermarkets and street- 
corner machines. 

Working alongside JASE is the All Japan Organisational 
Council for Sex Education which has branches in 23 of the 
country's 47 prefectures. The council holds regular study 
groups at the kindergarten, elementary, junior high school 
and senior high school levels. Teachers who are active in 
sex education at their schools are members of their respec- 


T danger is reflected in the growing incidence of 
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tive branches and study groups and hold regular meetings 
to exchange ideas in teaching methods and discuss prob- 
lems related to the field. 

An annual summer symposium brings teachers of all 
levels, from all prefectures, to present ideas for furthering 
sex education in the schools. Although the pilot project 
currently focuses on junior high school levels, teachers be- 
longing to the association are interested in studying means 
of introducing sex education concepts at the earlier levels 
as well 

Some prefectural boards of education prefer to show in- 
terest by providing financial support for the training and 
retraining of teachers, but up to now the pattern has been to 
seek the support of the local boards as well as the parents 
and teachers association. Given the fact that the social 
milieu is very different in each locality, the sex milieu also 
varies, preventing the development of a nationwide cur- 
riculum; it is also the reason that those involved with the 
project wish to see the Ministry of Education involve itself 
by providing general guidelines only to any nationwide sex 
education curriculum 

Although the ministry is slowly interested in getting in- 
volved, along with those currently involved in the project it 
has to convince the older generation of educators who are 
the most reluctant to teach the controversial subject. This 
generation was brought up in the very puritanical atmos- 
phere of the 1930s and 1940s and holds a more authorita- 
rian view of education than their younger colleagues more 
actively involved in sex education as a progressive field of 
study. Nevertheless, given Japan's escalator type of mobil- 
ity, it is they who are at the moment in positions of power 
and to whom the younger colleagues reluctantly acquiesce 

At present, sex education is taught in the home-room 
hour which is also devoted to planning special club ac- 
tivities. Also taught during this hour is moral education 
which concerns itself with the duties and ethics of citizens 
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to the group. The fact that an increasing number of teena- 
gers are becoming sexually active at an earlier age may only 
mean that Japanese students like their counterparts in 
| Western Europe and the United States — have less inhibi- 
tions about sexual matters than their parents before them. 
This is especially so in the case of women. JASE's 1982 sur- 
| vey for the youth bureau of the prime minister's office 
| showed a "more aggressive attitude in girls today toward 
| sexual activity," with a doubling (13% from 6%) of those 
sampled having experienced sexual intercourse when com- 
pared to JASE's 1974 survey. It is also a clear indication 
that social mores in Japan — and especially women's up- 


to-now traditional passivity — are changing. 
I date either in groups or couples and see teenagers hold- 

ing hands or with their arms around each other. Most 
likely this would have been frowned upon not so many 
years ago, but today nobody bats an evelid unless it is in the 
smaller cities where the more traditional patterns of be- 
haviour are upheld. Some blame these changes on the per- 
vasive Western influence in Japan but others like Tanom- 
ura see the changes as merely one of the results of "being 
voung in a modern society." As a result those involved in 
sex education in Japan feel that it might take about two 
more years before sex education becomes a separate sub- 
ject in Japanese schools — a rather rapid development from 
the present 18 hours a term devoted to the subject. 

Despite what seems to be a generational struggle among 
educators, the Japanese are facing the fact that they can 
neither isolate themselves from world affairs nor from 
world trends; and, in characteristic Japanese fashion, they 
| are carefully and surely seeking means to educate their 

young people rationally. oO 


t is commonplace in Tokyo and other cities in Japan to 
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A history of 
learning to 


be Japanese 


By Wayne Burns 


"The acquirement of knowledge and cultivation of talent 
are essential to a successful life. By education men learn to 
acquire property, practise learned professions, perform 
public services and make themselves independent of the 
help of their fellow men. Schools are designed to provide 
this essential education. In their various capacities they are 
intended to supply to all classes of men the knowledge 
necessary for a successful life...” 





So said the Government Order of 
Education of 1872, promulgated by the 
young Japanese Emperor Meiji as the 
preamble to his sweeping reform of 
Japan's education system. He set in 
motion the process of modernising a 
system which had slowly evolved 
from a time when Japanese people 
were primarily rice farmers, fisher- 
men and hunters. 

How a people choose to educate 
their children very much defines the way they view them- 
selves and their position in the world: the J apanese are cer- 
tainly no exception to this general observation. The history 
of their approach to education falls into six periods, 
at least for the purposes of analysis. 

The ancient period before AD 710 stretches 
back to a time when Japanese society was 
still in the primitive stages of development 
and every aspect of Japanese life was as- 
sociated with survival. 

After 710, the nation became unified 
under one ruler, the capital was estab- 
lished in one place and the rudiments 
of institutional education began to 
appear. This period largely involved 
the education of the noble and war- 
rior classes and education was 
slowly systemised largely around the 
structure of Buddhist temples. 

By 1600, with the advent of the To- 
kugawa Shogunate centred in Edo, 
all of the trends in education and class 
structure were strictly formalised and 
a nationwide system with a centralised 
authority was created, closely following 
along the lines of the feudal distribution of 
power. 

The fourth phase began with the rise of 
Meiji and the beginning of a drastic modernisa- 
tion programme involving all areas of Japanese life, 
especially education. This process went on to parallel 
Japan's imperial ambitions in Asia which led to the fifth 
period culminating in World War II in the Pacific and 
the imposition of the post-war reforms by the Allied 
powers. 

Since the war and those externally imposed reforms, 
Japan's education system has been challenged by the in- 
creasing urbanisation and wealth brought on by the suc- 
cess it has met in accomplishing its goals. What follows is a 
capsulisation of the history of Japan's effort to make its 
people one of the most highly educated in the world. 

In the ancient period, the Japanese were preoccupied 
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with obtaining food. AII skills involved had to be transfer- 
red to the children and this was largely donethrough imita- 
tion of the parents — nothing remotely resembling institu- 
tional learning existed. Yet this early period did see the 
evolution of teaching methods which gradually became 
formalised as certain families became attached to specific 
trades. As families became socially sanctioned practition- 
ers of crafts or skills they also were granted sole authority 
over the teaching of those trades to the young. 

From these hereditary families evolved clans which 
slowly became similar to the crafts guilds which existed in 
Europe at about the same time. By about 400 these vo- 
cational clans had become the jealous guardians of crafts 
such as dressmaking, pottery and carpentry; and they re- 


tained strict authority over the education of apprentices. 


These technical skills became extremely important in the 
hierarchy of ancient Japanese society. 

By the time of the Nara period (600-794), some fea- 
tures still vaguely discernible in modern Japanese society 


had crystallised; education became closely attached to spe- 


cific skills and classes. Children were largely educated ac- 


cording to the skill of their parents — clan leaders began to — 


pass their leadership to their children and a hereditary 
aristocracy began to emerge. Slowly these aristocrats 
wanted their children educated in arts and skills consistent 
with nobility. And in order to accomplish such an approach 
to learning, scholars began to be employed as teachers and 
the beginnings of an educational system with permanent 
institutions began to appear. 


W: intellectuality and appearance based on scholar- 
ship and artistic achievement came to the fore as 
the primary indicators of an individual's level of refine- 





ally fell under the twin headings of scholarship 
and music: the study of calligraphy and music 
had become the cornerstones of scholarly 
studies by 600. Children of the nobility 
began their education at the age of five 
when scholars were invited into the 
noble's house to begin the introduction 
to the Confucian classics. This was the 
time when culture began flowing in 
from Korea and China. Buddhist 
teaching and Chinese calligraphy, as 
well as many new arts and crafts, 
were imported and taken up as- 
siduously by this flowering aristo- 
cracy. 
The Nara period was the first time 
that the capital continued in the same 
place after a ruler's death. Under the 
protective parasol of court sponsor- 
ship and centralised largesse, a na- 
tional school system was inaugurated 
with the promulgation of the Taiho Code 
in 701. A college was built in Nara along 
with many temples and their attendant 
: schools. Although schools for the nobles were es- 
tablished earlier, this code was the first formal at- 
tempt to systematise whatever schools existed. 
During this period and its successor, the Heian period 
(794-1192), many features closely emulated T'ang China. 
The promotion system depended on the examinations of 
a student’s mastery of at least two Chinese classics. 
Rank was determined in the public service by the level 
of scholarship attained. Japanese poetry also became 
highly regarded as a necessary discipline in the educa- 
tion of a noble official. A noble’s level of culture was 
measured by his ability to communicate numerous-as- 
pects of court and family life through the medium of 
poetry. Impromptu sessions for composing poetry were 









ith the growth of an established nobility, ideals - 


ment. Various arts were propagated, but they gener- - 
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.. Transportation. 


Ocean transportation remains 

as much a primary means of 
commerce among nations in this 
age of extra-terrestrial expansion 
as it was a century ago when 
Mitsui O.S.K. Lines first committed 
itself to bringing shores and peoples together. 

So much and yet so little has changed since then. 
Today, Mitsui O.S.K. Lines is one of the world's 
premier shipping companies with the latest 
technology and equipment. 

But like the steadfastness of the ocean itself, 
the onc ase d commitment to service remains. 

And will, as long as there are oceans to sail. 








— Port to port, people to people-JOO years 
=> Mitsvi O S.K. Lines 
Head Office: Tokyo, Japan 
Kong: Mitsui OS K Lines (HK), Ltd Tel. 5-293110 Manila: Maglines Agencies, Inc. Tel. 50-66.11/18 Bangkok: Mitsui OSK 


E! Hong 
4 Lines (Thaitand) Co, Lid Te! 234-6252 Singapore: Mitsui O S K. Lines (Singapore) Ple Lid Tel. 225281! Kuala Lumpur: PSD 
Sdn Bhd. Tel. 8891) Jakarta: c/o Gesur Lloyd PT Tet 670116 Seoul: c/o Pan Continental Shipping Co, Ltd Tel. 26-7751 


| q*ZAM TI 
aol d 


of the noble or administrator class 





e 
dal. WA Pk 
ng les ^ De PAS the educe Jon — 


r 


began to diverge from the education of 
the warrior class. A young samurai 
began his education at the age of five as 
did a young nobleman. It, should be 
noted that girls were also educated but 
more in the domestic charms of being a 
courtly companion to both nobles and 
warriors. By the end of the Heian 
period, when the capital had been 
transferred to Kyoto, the tradition of 
separate education for the children of 
the warrior class had taken firm root. 
In 1192 also, the warrior class gained 
effective power over the emperor and 
the nobles attending him in Kyoto. The 
Genji family established the first 
bakufu (military government) with 
power residing with a shogun (sup- 
reme general). This type of government 
which rendered the emperor a 
figurehead continued with few major 
changes until the Meiji Restoration in 
1868. Effective control of the country 
was accomplished by spreading mili- 
tary posts throughout the islands and 
giving them responsibility for the col- 
lection of taxes. 


crucial role in the history of 

Japan, it is not surprising that the 
objectives of its educational system 
took so dominant a position in the 
evolution of education in Japan for the 
following centuries. Prowess on the 
battlefield was the object of training 
which concentrated on honing a boy's 
military knowledge to such a fine edge 
that, by the age of 14, he could accom- 
pany his father into battle. Schools 
were therefore not seen to be as im- 
portant as they were by the noble class. 
What did approximate permanent in- 
stitutions in the warrior classes’ edu- 
cation system were their temple 
schools. Each clan developed a temple 
as its own place of worship. Attached 
to the temple was usually a library 
with a scholar retained to direct its 
development. Inevitably, children 
began attending classes with this scho- 
lar to learn reading, writing and religi- 
ous Classics. Usually these studies took 
four years and after that the child was 
re-immersed in the rigours of being a 
warrior. 

In 1603, one warror family gained 
ascendancy. Led by Ieyasu Tokugawa, 
this family re-established the shogu- 
nate in Edo (or modern day Tokyo) and 
established a truly feudal system 
throughout Japan. Approximately 270 
domains or fiefs were created through- 
out the nation, each ruled by a lord 
(daimyo) who paid direct homage to 
the shogun in Edo. During this era — 
the third phase in Japan's educational 
development — all of the trends de- 
scribed as blossoming during the pre- 
vious two stages were formalised, as was 
every aspect of Japanese society dur- 
ing the Tokugawa period (1603-1868). 
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their hereditary feudum Since the aimo ówed his 
to the shogun and prevailed as long as he retained favour, 
these lords became comfortable guardians of the status 
quo. Each established a mini-court in one location in each 
province which quickly grew into towns and commercial 
centres. The daimyos built mansions and castles in these 
towns and the hierarchy which g grew up during the next 200 
years strictly defined every person's position in the pecking 
order. 

Because peace replaced war in this period, military árts 
began to diminish in importance in society, though not yet 
in the education of the samurai: warrior families no longer 


depended on battle to gain status. Their place within the 
feudal structure was guaranteed as long as they paid lip- | 





service to the proper expressions of allegiance to the sho- | 


gun in Edo and, as their way of life changed, their educa~ 
tional needs began to change as we ll. Thus the system de- 
veloped in each town 
along traditional lines 
with the various class- 
es being responsible 
for the content of the 
education their child- 
ren received. As the 
towns began to 
prosper — nurtured by 
prolonged peace and 
stability — the mer- 
chant class at the bot- 
tom of theladderin the 
traditional hierarchy 
began to grow rich. 
Where warrior 
families established 
schools to. train their 
children as adminis- 
trators to meet 
their changed  cir- 
cumstances, merchant 
families started send- 
ing their children to 
temple schools for the 
basics necessary to 
make them good in 
commerce. 

For all schools being 
developed in the towns, 
the shogun made the 
principles of Con- 
fucianism the central discipline. A central academy was es- 
tablished in Edo and its graduates were required to ‘travel to 
the provincial towns and teach in the schools throughout the 
county. This academy, since it drew its students from all over 
Japan, began the use of dormitories. Progress in scholarship 
was assessed by regular examinations. By the late To- 
kugawa period in the late 1700s, many academies or colleges 
had been established in Edo to teach specific disciplines 
such as medicine, law and Japanese studies. 

While many Westerners seem to believe that true moder- 
nisation of Japan's educational system only began with the 
Meiji Restoration, in fact these colleges in Edo began to in- 
clude a wide range of foreign studies in their curriculum. 
Western developments in medicine, militarv science, mod- 
ern science and Western languages were all being taught in 
the latter half of the Tokugawa period despite a closed- 
door attitudeto contact with outsiders. At first, because the 
Dutch were the first Europeans to gain access to Japan, all 
of these studies depended on first mastering the Dutch lan- 
guage. But towards the end of the Edo period, English and 
French had become the principal n gage: — s 
Thus. it can be seen that the Toku od, 





Tokugawa leyasu: founder of a new era. 
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the traditions, the teachers, the buildings and the est 
of the new [Meiji] system could never have been ac 
^ government subsidy." 


. bearing the United States demand that Japan open it 
| - ports, Japan had already achieved as high a literacy rate a 


the degree of loyalty he expressed to his superiors. Educ: 
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nising Japan. As Prof. Ronald Dore observed in ł 
1965 publication, Education in Tokugawa Japan: "Witho 












lished attitudes of the Tokugawa period, the developme 






complished as fast as it was and almost without centra 













By the time the Kurofune (black ships) arrived in 18 


































































that of England at the time. By the time French and Britis! 
warships bombarded Shimonoseki about 10 years lat 
Japan was already on the way to recognising that, unless i 
succeeded in a radical modernisation of its society, its mili. 
tary and its government, it would also fall into the same d 
bacle that China was then experiencing: inexorable 

memberment. into spheres of influence at t 

hands of the Western powers. 

In 1868, the young Emperor Meiji and his su 
porting faction wrested power from the no 
moribund Tokugawa Shogunate and began t 
swift enactment of measures designed to ensu 
the preservation of Japan's identity as an ind 
pendent power. Education was viewed as cr 

cial to this drive to become a modern natio 
During the Tokugawa period, despite the rigi 
ity of the class structure, some mobility was a 
lowed between classes by way of education. 
the acquisition of wealth. Some merchants, 
example, did buy themselves a samurai na 
But the precedent was established that educ 
tion could be used as a vehicle for an individu 
breaking out of the social hierarchy. Still ti 
f widespread adherence to strict class divisiot 
7 and the equally difficult problem of region 
ism, prevented swift acceptance of the ra 
reforms the Meiji administration wished to p 
into effect. 


n 1872, the emperor issued a decree estal 
D a universal compulsory system . 
elementary education for all. That step d 
more for Japan's social modernisation than an 
other single edict. Even earlier Meiji plans hë 
still preserved the division between the samu 
and the schools for commoners. But the 1872 d 
cree, in one bold stroke, moved Japan irrevo 
bly away from the past. The reason that Japa 
could accept a social reform so sweeping in its implicati: 
as universal education — when the same reform was o 
just being attempted in Europe at the same time — is that 
the concept of universal education in this period was never 
viewed asa patent uel threat tothe existing order as it was: 
Europe. 
The commoner was still very much within a highly 
stratified society and achieved self-respect according 


tion became a method or social policy of ensuring the mas: 
es sense of participation in the great move to moderni 
Japan. In fact, in the 1880s and 1890s, the need to foster an 
obedient and submissive citizenry became prime motiva- 
tion for the widening of education. All talent in the natic 
had to be directed to the national effort and of course th 
ruling elite in Japan looked at the general populace ov 
which they ruled with a benevolent paternalism. Consi 
ent with this caring attitude, was the move to bring know 
edge to their inferiors: above all, the inferiors were still J: 
panese. 

Some 3-4,000 foreign teachers, technicians and expe 
edite the opening moves toward modern 
































SCMP Mail Order Bookshop brings to the busy executive, investor, and 
money market professional a selection of invaluable business reference 
volumes. Each book is designed to give you the kind of information you need 
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432. Money Market Calculations 
Yields, Break-Evens And Arbitrage 
Without the use of a computer, 
hundreds of calculauens far 
determining the true vield of 
money market instruments under 
varying conditions can be done, 
and this books shows how. 
Formula s for yield, total return. 
market valnation, accounting 
valuation, expected rate of return, 
yield on daily compounding basis 
and much, much more are 


433. Modern Portfolio Theory 
ina unique blend of the academ 
and practitianer's points af view, 
this volume provides the portfoly 
manager and the individual 
investor with current state of the 
art concepts and applications for 
money management. The concer 
are Clearly stated with diagrams 
and graphs to support and clarif 
the explanations. Supplements 
provide mathematical details, 5; 


198. The Managerial and Cost 
Accountants Handbook 
A handhook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting: 
problems of modern business ^ 
enterprises. Includes: background and 
concepts, use of information; 
organisation and control systems, 
emerging trends and much more! 1297 





197, Investment Manager's Handbook 
A reference that is a single 
comprehensive guide to developing | 
portfaltas that will most benefit your 
chents and yourself. The 41 
contributors to. the book represent a 
blue-ribbon group of top investment 
professionals. and the information is 
accurate, innovative and practical, 





» The Controlter’s Handbook 
olume that offers thorough 
werage of the expanding position of 
ie controller in today's corporation. 
Includes sections on the role of 
Hership, cost systems, financial 
financial responsibility and 
budgeting and performance 
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446. Foreign Investment In Unit 
States Real Estate 

If you are a non-citizen consider 
invesung in ES property or a 
person who wants to meet the 
foreign investor's needs, this boc 
will save you time, trouble and 
money, This comprehensive guic 
follows the investment process 
from the buyer's view point and 
deals with the special problems 
anonymity, currency controls, 
property management, joint 
ventures etc. 655 pp. USS$60.50 


200. Chief Executive's Handbook 
Ninety chief executives have 
contributed 85 chapters to this book — 
chapters which cover every facet of the 
chief executive's job, The list of 
contributors reads like a who's who of 
American business. The Chief 

Executive's Handbook contains a 
brilliant panoply of the ideas, insights. 
hunches, observations, and thoughtful 
ruminations of the people who are on 
the firing hne every day. 1106 pages. 
USS60.00 





201. The Treasurer's Handbook 
The Treasurers Handbook will 
provide you with an almost 
inexhaustibie source of ideas which you 
can apply toboth day-to-day work as 
well as fo even more mportanti — 
function of long-term planning. For 
those who wish to do further research 
on any particular subject, the editors 
have included a compilation of. 
references which enlarge an the 
coverage in the book, 1210 pages. 
US$60.00 















































813. The Sales Manager's Book of 
Marketing Planning 

A complete, concise and practical guide 
for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate. Inchudes target marketing, 
distribution planning, price planning, 
sales and advertising plans and much 
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ice investors, the "Handoook of 
ncial Markets" covers instrument 
mechanies, market regulations and 
much more in a comprehensive yet 
readable form. Required reading for 
inielligent portfolio management. 794 
pp. USS60.00 









































































02. The Modern Accountant" 203. The Bankers’ Handbook - | | 
andbook — Covers every topic of importance to the 744. The Real Estate Handbook 


















A standard work for the real-estate 
profession. This book provides a 
wealth of information for anyone 
seriously considering real estate 
as an investment. The beok covers 
every aspect of buying and selling. 
real estate, including contracts, law, 
value analysis, property income, 
property management, financing and 
much more, 1,186 pp. US$60.00 — ^ 


204. Financial Executive's Handbook 

A compact, authoritative source of 
information on every aspect of finance. 
The 73 authors, each a leading 
&orporate executive und an export in his 
field, cover áreas such as managemen 
conre capital management, = 
Gacéounting. mergers and acquisitions. 
 &ystems analysis, asset management, 


te 1264 pp. USS$66.00 0 


practising banker and the businessman 
who uses the services af a bank. Hs 87. 
chapters place the money knowledge of 
90. of the country's leading bankers at 
the fingertips of bankers and 
businessman alike, in concise, 
analytical style. Easy. to use to help the 
businessman determine the best 2E 
methods for improving the handling of 
his own banking. 1191 PP: USSD 00 





"he Modern Accountant's Handbook is 
an accurate, up-to- date reference 

hich covers current accounting 
practice. The sixty-five vontributing 
authors have been involved extensively 
in formulating their companies 
accounting policies. They deal with 
‘ideas that have been developed and 
tried and, most important, ideas that 
work! US$60.00 — 


A14. The Money Market 
An üp-to-the-minute volume that 
reviews the many crucial developm 
in the money market since 1978, 
Covers the evolution of Fed policies 
the explosive growth in financial 
futures; the growth and evolution of 

... Euromarket, the huge increases in 

, Money market instruments and moi 

^ Agreat trading aid. 728 pp DSSS 


























































to do your job more effectively — and with | 
greater success and satisfaction. 


MAIL YOUR ORDER TODAY! 





434. Foreign Exchange Futures 
The first book to describe in detail 
the operations of the foreign 
exchange futures market! H 
explains how some traders employ 
currency futures to limit their 
foreign exchange risks and how 
others use them for arbitrage and 
speculation, Any individual who 
buys l'orcign-mude goods or works 
far à multinational corporation will 
find this book an indispensable 
guide. 317 pp. USS35,00 
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423. The Concept Of Corporate 
Strategy — . . 

Covers in depth the four major 
functions of the chief executive 1 / 
securing the attainment of planned 
resulis in the present 2/ producing 
both iechnical achievement and 
human satisfactions 3/ making a. 
distinctive personal contribution 4/ 
planning paticy affecting the - 
future. 180 pp. OSS20,00 ` 
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430. The Dow Jones Averages 
IR8S-I9RO — 

This magnificent volume is an 
absolute must for brokers, bankers, 
stock analysts, market rescarchers 
and students of the market. His 
the only complete source for ali the 
Dow Jones daily averages at the. 
close of each trading day from > 
1885-1980, A chronological history 
gives a detailed account of how the 
averages began, when and what: ; 
changes took place, and why the : 
averages have to change. | 
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1 more! Recommended for all 


US$6049. | | libraries. 638 pp. USS25.00 
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424. Corporate Information 
Systems Management — 

A volume that addresses the issues 
of strategic planning in the design, 


implementation, and contral-of 


large-scale infürmation systems, — 
Focusing on the entire information 


system function in a corporation, it 


blends the management of 1S 
technology withthe role of g 
manager. 21! pp. USS2300 





431. The Dow Jones Irwin Business 
And Investment Almanac (1983 


_ Avast compendium of information. 
. of interest to businessmen and 


investors. The major focus is on 
information for investment 
decisions. Inchides major stock 
market averages, price-carning 
ratios, review of major futures 
markets, charts for future - traded 
commodities, mutual funds. 
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436. Managing Bank Assets And 


“Liabilities . 


A book that explains in detail how 


| bankers can prudently seek to 
|. masimize profits within the 
^ Constraints imposed by liquidity 


and interest rate risk and by 
capital adequacy. A cracially 


important management area! 429 


pp. US$42.00 


425. The Analysis Of Financial 
Statements 


Ideal for anyone who must be able 


to read and analyse a financial 
statement intelligently. Chapters 
include: Tools and Techniques. 


Analysis of Short-Term Liquidity. 


Fund Flow Analysis, Asset 
Utilization and much more, 311 


. pp. US825.06 
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437. The Dow Jones-Irwin Guide 
. To Commodities Trading i 

A valuable reference that starts 
with a general overview of the 
market, and continues with 
analysis of commodity price factors 
which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with. 
157 pp. US$36.00 





426. Valuing A Business — The 
Analysis And Appraisal Of Closely 
Held Companies es 
The essential book for any person 
| who needs to know the value of a 
| closely beid corporation or un- 
 Corporated business. Beginning 
with the fundamentals of 
valuation, the book presents both. 
theoretical principles and generally 
. &ccepted practices. Methods are 
also applicable to regular 
corporations, general and limited 
partnerships and sole 
proprietorships. 410 pp. USS60.00 . 
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438. Guide to Intelligent Invest 

Geared to the investor who 
io create and handle his or hero 
portfolio. The book cavers the - 
basics of sound investing, how t¢ 
formulate investment objec! 
sources of information, evaluat 
of stocks, bonds, optións and 
special situations and more. TI 
key to building a pros rous 
future! 351 pp. USS1?.S6 
















427, The Versatile Manager: 
Describes the use of the famon 
grid approach when motivating 
and communicating with => 
subordinates, peers and supe 
Understanding what action 
appropriate to à given 
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circufistance is an essential trait 
for successful management, Th 
volume shows how anyone who: 
aspires to leadership can mas 
versatility. 233 pp. U$S$20.00. 
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sation during the first two decades of the Meiji period. The 
education code of 1872 called for the establishment of 
93,760 primary schools for all children between the ages of 
six and 14. Also, 256 middle schools were to be created. 
Eight new universities were established in major cities to 
give higher education a more national character. Although 
the biggest problem at the outset of this drastic revamping 
of the system was the lack of resources, eventually the most 
_ basic of the goals was being accomplished, namely the 
spreading of literacy to every family in Japan. By 1880, en- 
rolment in primary schools, only eight years after the edu- 
cation code was enacted, had reached 41%. By the turn of 
the century, that figure had reached 90%. At 
that time, Japan was also girding itself for an 
industrial future and its educational system 
was increasingly structured to give stress to 
vocational and industrial education. 

All these developments continued for the 
first two decades of the 20th century and, by 
1924, the compulsory period for school atten- 
dance stood at six years. With the rapid indus- 
trialisation of Japan and the rise of an edu- 
cated middle class, controversy between fac- 
tions became more and more heated. Univer- 
sal suffrage had gathered momentum and de- 
mands for greater individualism became à 
growing source of pressure on the position of 
the ruling elite. In 1925, the Universal Suf- 
frage Law gave voting rights to the general 
public (excluding women). But there still 
existed the Law for the Maintenance of Public 
Peace to keep down dissent. The biggest 
change at this time was the emergence of the 
middle class as the majority of the working 
population. This had profound implications 
for both society and the education system. 
Agitation for social change began to take on 
more extreme forms of expression. 


s an effort to sidetrack what was fear- 
A: to be an incipient communist re- 
volution, the establishment began a 
conscious drive to divert the people away from 
their series of increasingly hazardous foreign 
adventures. Theschools were used in this drive 
to arouse the necessary level of nationalism. 
Many racialistic aspects — often spurious and 
invented — of the Shinto religion were brought 
into the movement and fanaticism and revival 
of many of the old Tokugawa traditions were 
incorporated into the fabric of Japan's ap- 
proach to learning. Swordsmanship was rein- 
troduced into schools and Confucianism en- 
couraged. For many very complicated social 
reasons, Japan brought its schools into line 
with its imperial policy and thus irrevocably 
lurched towards remaking itself into a warrior 
nation with modern armaments. The results 
bear no repetition. 

Schools became incorporated into the heart of the war ef- 
fort. The entire system was re-ordered to produce the fight- 
ers needed to protect Japan's far-flung empire. On 14 August 
1945, Japan surrendered unconditionally to the Allied 
powers and under the primarily American administration, 
the education system was almost immediately transformed 
to achieve the objectives of the Occupation. The prior 
hierarchy of society was to be totally dismantled and the 
people's philosophy was to be directed towards liberalism 
and individualism. To accomplish this, a radical alteration 
of the curriculum was demanded. Elected edutation com- 
missions were institutionalised as the overseers of these 
changes; the entire system was decentralised with the 
teacher-training programme drastically altered. 
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In the subsequent years, a new hierarchy in the education 
system was instituted which ran all the way to university 
level. A new lower secondary (junior high) school level was 
created above the six-year primary level and became com- 
pulsory, making the total compulsory period nine years. A 
new three-year upper secondary (high school) level com- 
pleted the secondary level and all levels were made co-edu- 
cational. Higher education was substantially changed and 
democratised. 

By 1951, when the Occupation ended, these reforms had 
imposed massive changes on the system that had existed 
before the war, many of which were based on the American 
model, which in some ways was obviously unsuited to the 
needs of a society like Japan's. At least that was the way 
many Japanese educators and government officials obvi- 


Lares 


Sign of the times in the Nakasone shogunate: a computer game. OHN SPRAGENS. 





ously felt. Soon after the end of the Occupation, the impor- 
tance of the Education Ministry was revived and this cen- 
tral authority began its slow rise back to prominence. The 
previously elected education commissions were appointed 
and, with the needs of a progressively more technological 
society, the lower secondary level was split into ordinary 
and vocational programmes. 

In 1962, a white paper on education recommended that 
Japan accept an economic theory of education. Thus ex- 
penditures for education began to be viewed alongside cap- 
ital expenditures as investments in the long-term future of 
the economy. Science and technology were given the high- 
est priority in the national plan and a huge chunk of the 
gross national product was devoted to education. o 
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Every four minutes or so, a Japan A Mr 
Lines flight takes off or touches down 
somewhere in the world. 

We cover a complex system of routes 
with the largest B747 fleet in the world and 
the largest DC10-40 fleet. In fact, the world's 
second largest airline*. 

Japan Air Lines is the only airline flying 
key routes between Europe and Japan- . 
Trans-Polar, Trans-Siberia, and the "Silk - 
Route" through the Middle East and South 
East Asia. 

We provide the most extensive service 
to the United States out of Tokyo. With over 
60 B747 flights every z week to 7 major U.S. 
cities and Vancouver. Including a daily, - 
| non-stop Executive Express that's the first to 
arrive in New York. — 











Throughout Asia, JAL operates a 
complete system of connecting flights to 
Tokyo. 

But despite the size and extent of our 
operations, we are here to serve you, the in- 
dividual traveller. We take pleasure in looking 
after your every need. 

It's an art with us, the art of giving pleas- 
ure. A tradition you will feel in the warmth 
of the welcome, the attention to every detail. 





It's always a pleasure. 
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By putting big copier features in a compact copier—Sharp' s new S 

The SF-760 gives you more performance in less space. | 
Automatic features mean less waste and more efficiency. 
Less downtime and more productivity result from the < 
SF-760's advanced self-diagnostic function. 
Enlargement and reduction copying makes 
document handling more efficient. 
No more straining over fine print 
or fumbling with oversized 
copies. 

Less really does mean more. 
Sharp and the SF-760 
compact copier make 
it make sense. 





SETTING NEW BUSINESS TRENDS 


Original Size Sensor 
automaticaily lists 
reduction possibilities, 

making reduction 
copying simple 

and foolproof for 
everybody. 









Two-Mode 
Reduction/Enlargement 
allows easier organization of 
different-sized documents —a 
necessity in — STERE 
oriented offices. ern 





Dual Cassette Feed 
eliminates frequent and bother- 
some paper cassette 
P, repacement and 
| allows auto- 
matic duai- 

size copying. 
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SUCCESSFUL LARGE-SCALE FINANCING 
REQUIRES AN ABILITY TO LEAD. 


With over 80 years experience as the key 
bank to Japan's major industries, IBJ comes 
natural to leadership in large-scale financing. 

Our knowledge of international markets, 
ability to assemble superior partners, and 
credit analysis capabilities have been honed to 
a fine professional edge. 

Today, IBJ innovates corporate, project, 
and other financing solutions in yen and key 
international currencies globewide. 

In large-scale financing, or myriad 
international money matters, 

IBJ is the $76 billion force that E 


can lead you to success. 





INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome. Chiyoda-ku, Tokyo 
Phone: 214-1111 Telex: J22325 


Sumitomo Metals. 
Two words worth 1000 pictures. 





As the world's 6th largest steel company, 
you'll find Sumitomo's slide show full of 
familiar steel-making activities. Sumitomo 
supplies steel for construction, transporta- 
tion, energy resource recovery—you name 
it—an extraordinary range of industries that 
move and shape the world. 

But you'll also find something else. 
You'll see Sumitomo providing the engi- 
neering assistance companies often need 
to undertake mammoth steel construction 
projects. And you'll also see Sumitomo 
helping companies—and countries—to 








improve their steel-making capability by 
providing them with state of the art steel- 
making technology. 

And if you look very carefully, you'll also 
see Sumitomo Metals and its 80 affiliated 
companies going even further—beyond the 
range of normal steel-making activities— into 
challenging new industries like electronics, 
special metals and energy. 

So the next time you see the name 
“Sumitomo Metals” please remember, it's 
two words worth 1000 pictures. 


4» SUMITOMO METALS 


bh SUMITOMO METAL INDUSTRIES,LTD. Tokyo & Osaka, Japan 
SINGAPORE OFFICE: 6 Shenton Way #39-03, DBS Building, Singapore 0106 Phone: Singapore 220-9193/Telex: 21194 







Uld ways and new ideas clash 
in the battle to shape a nation 


By lan Buruma 


Ho can one transform an economi- 
cally backward country in Asia 
into a modern independent industrial 
state, capable of catching up with the 
developed world while retaining its 
cultural identity? This question is still 
a pertinent one in most parts of Asia, 
and one which has vexed the Chinese 
and Japanese at least since the middle 
sof the 19th century. (While the Japan- 
ese solution is now praised all over the 
world, the Chinese are still struggling.) 
In the Dutch East Indies during the lat- 
ter half of the 1930s, it was the sub- 
ject of a famous debate known as 
the Polemics on Culture (Polemik 
Kebudayaan); a debate in which In- 
donesia's most prominent intellectuals 
took part. 

The two sides were rather unevenly 
divided. It was basically a matter of 
one man — the brilliant Sutan Takdir 
Alisjahbana — versus the rest. Alis- 
jahbana was the spokesman for mod- 
ernism: the native traditions were sta- 
tic, atavistic and irrelevant to the mod- 
ern world, he argued. Besides, he said, 
they were parochial and therefore un- 
suited to forge a new Indonesian iden- 
tity supposed to transcend, or at least 
incorporate, regional differences. 


What was needed was a dynamic In- |. 


donesian version of the Renaissance — 
a leap into modern rationalism. In 
short, Alisjahbana argued for a strong 
dose of wholesale Westernisation; only 
then could the new Indonesian man 
emerge. 

The same position was taken by 
many Japanese’ intellectuals around 
the turn of the century. Some went as 
far as advocating the abolition of the 
Japanes ddl SEU this 
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never came to pass, a large number of 
old buildings — including some fine 
castles and temples — were torn down 
as unwelcome symbols of the back- 
ward past. The same kind of hysterical 
iconoclasm was evident in the destruc- 
tive behaviour of Red Guards during 
the Chinese Cultural Revolution: to be 
modern one must first kill the past. 
Alisjahbana never went that far and is 
not by nature a destructive man, but he 
maintains: “Tradition made us poor.’ 
Alisjahbana’s most vociferous oppo- 
nent in the polemics was the poet 


Sanusi Pane, a staunch traditionalist 


with — quite naturally for an Indone- 
sian — strong mystical inclinations. 
His argument is still a familiar one in 


Asia: "European culture flourishes on- 


materialism, intellectualism and indi- 
vidualism," while in the East, *man in 
unity with the universe denies his 
physical desires and purifies his 
spirit." 
— in the eyes of its opponents — and 


rational culture of the West is seen asa æ 


direct threat to the Hindu-Buddhist 
tradition of Pane's spiritual East. 

In Indonesia today, the modernist 
argument seems to have won. Alis- 
jahbana himself feels that Indonesia 
"is on the right track, but things are 
still not moving fast enough; more 
books should be translated, more stu- 
dents should be sent abroad." But mys- 
tical sentiments have certainly not dis- 
appeared. Modern development — 


often administered with little sensitiv- 


ity to traditional values — is still ac- 
companied by a chorus of spiritual 


yearnings for the pristine past, some- _ 


times voiced by the ————— them- 
selves. 


preserving one's native culture i 


original position. One only nee 


the same language — Bahas: 
donesia. Alisjahbana is often kn 


Consequently, the cold, crass 


Sanskrit, favoured by officialdom. 


background made him highly sui 





One often hears Javanese comp 
that modern Indonesians live only 
their minds, like Westerners, and t 
lost their souls. Clearly, the problet 



















































maelstrom of modern develop 
still has not been resolved. | 
There are flaws in Alisjahb 


look at Japan for an example ol 
Asian nation which has surpa 
much of the West in technolog 
development while clinging jealo 
to its cultural identity — thougl 
necessarily to all its traditions. 
would accuse the Japanese of 
"Western" rationalists. They a 
living proof that one can be. a 
ously logical mathematician o 
gineer in the daytime while rema 
a meditating mystic after work. | 
Of course, he may have ove! sta 
his case to shake his countryme 
their complacency; and in many. 
he has succeeded admirably. li 
than 40 years the widely disp 
gions of the Dutch East Indie 
been transformed into one nati 
which everybody. speaks more o 


the father of this language: 
mediately after World War II he: 
the staridard New Indonesian Gra 
mar. He has often described himself 

a "language engineer" aiming to mak 
lridonesian a medium of mode 
thought and culture, preferi 
Graeco-Roman terms to bastardisec 


s a visionary and a unifier, Alis 
jahbana has had few peers. Hi 





for the task, for he is the product of 
unique generation, living through 
unique period. He was born 
sumatra in 1908, the son of a Mi 
schoolteacher who had both a S 
ran and a Javanese title (respe 
Sutan and Raden). He was educated. 
a Dutch school, using both Malay — 








man and “American, “schools 












published in many books are a 


3 politan; he has been married to a 
'an, a Javanese and a German, 
sent wife. 

wonder then, like many. rootless 


















'und it easy to discard parochial con- 
rns in favour of a more cosmopolitan 
sion. But as the pieces of Indonesia’s 
gsaw fell into place, he was caught in 
dilemma. He described it as “the di- 
ama of the Asian intellectual [who] 
icipates in the modern era with its 
perative of a broad vision but be- 
igs also to an underdeveloped nation 
which the greater part is upholding 
‘old values. ia This, according to 





' Terry Trucco in Tokyo 

ll non-communist industrialised 
bnations boast a lot of advertising, 
t Japan. has even more than most. 
om leaflets distributed all over 
kyo, to straps grabbed by mass 
nsit passengers, every available 
rface is plastered with some com- 
ny's name and message. Magazines 
d newspapers are liberally stocked, 
V can seem little more than a 
ide of new products. At night neon 
é rtisements light up the Tokyo sky. 

a) ality is Japanese advertising’s 
r distinguishing feature. A sur- 
ing percentage of Japanese adver- 
ing is original, sophisticated and 
h, from the sleek commercial 
p otographs in selected magazine ads 
kensho, the colourful cloth advertis- 







































ents. At its finest, Japanese advertis- 


iore satisfying and insightful than 
iuch of the nation’s “serious” art. _ 
The Japanese tend to view it that 
ray, too. To be sure, advertising here 
s its critics, but most. Japanese like 
pproaching it with little of the hos- 
ty it engenders elsewhere. Celeb- 
ies vie to be featured in ads, not only 
or the money but also for the prestige. 
itching cough syrup or cup noodles 


















trong one. French actor Alain Delon 
wes much of his Japanese popularity 





Vhen, as a starlet, Cheryl Ladd sang a 


osophy. The ideas he developed 


hesis of all these influences. Alis- 
ana's private life has been equally 


ish intellectuals in the West, he has 


ing banners displayed at sumo tourna- | 


ing is a minor art form, one that can be. 


an boost a sagging career or fortify a 


| his appearances in menswear ads. 


'hisky jingle, it became a hi single. | anceo 






























r He said this in 1955. Tod 
- Jatter, greater crisis which e | 
occupies most of his thoughts. He has 
become a futurist of a peculiarly utop- 
jan kind who believes that the only 
way out of the modern crisis — which 
threatens to destroy the world through 
nuclear war — is through one unified 
world culture. In his own words: "I 
would like to dedicate the rest of my 
life to the ideal of world solidarity. 
Next year I want the youth of the world 
to swear an oath to one world.” What 
he has done then, is apply his unifying 
efforts in ‘Indonesia to the whole world. 
This may be partly because, having 
helped unify one country, he feels he 
has to move on to larger things. It may 
also be that, though the basic dilemma 
of traditionalism versus modernism 
has not changed, the context has, and 
that Alisjahbana has not changed with 






















opywriters become superstars 5 as Japan 
accepts advertising as an artform 


Jobs in advertising are among the 
nation’s most coveted, with the two 
largest agencies each attracting apph- 
cations from some 4,000 university 
graduates each year. Copywriting is 
probably one of the most glamorous 
jobs in Japan at.the moment. Mariko 
Hiyashi, Shigesato Itoi and other ad- 
vertising writers have become celeb- 
rities of the first rank, the darlings of 

“late-night TV talk shows, the gossip 
magazines and, appropriately enough, 
TV commer cials, 

Graffiti rarely scars all those posters 
and billboards. Thefts are the big 
worry, however. Ads featuring such 
personalities as singer Seiko Matsuda 
or kabuki actor Tamasaburo are spi- 
rited away by light-fingered fans. 
Among the better selling books are 
enormous tomes featuring page after 
page of the year's top ads, presented as 
reverently as the Titians and. Rem- 
brandts in an art history text. There is 
even a monthly magazine, Kokoku 
Hihyo, devoted exclusively to the cul- 
ture of commercials, not for industry. 
insiders but for culture buffs. |. 

The easy assumption is that a nation 
as commercial and materialistic as 
Japan has a high tolerance and even 
appreciation for marketing, and to an 
extent this is true. Japan's manufac- 

turing concerns, with their endless 
procession of consumer products, 
enjoy a fairly high degree of prestige. 
_ But behind ine did — accept- | 














| proach to advertising. Ads for kabuki 


nst mo sm today is more 
| be expressed in religious — 
J avanese mysticism or Islam, for 
example — revivalism. In his futurist 
zeal, Alisjahbana seems to have turned 
his back on these problems. 





A’ a platform for his ideas he found- 
ed a cultural centre in Bali in 
1978. There, according to a letter he 
wrote to a fellow nen he wishes 
and ar tists to build up an -avant- garde 
community which ' 'consciously strug- 
gles for the arising, world-culture and 
society." For only. artists can lead the 
way to the future. Or as he puts it: 
“Nationalism has been surpassed by 
science and technology. But politicians 
cannot transcend this outdated ideol- 
ogy. Technologists and economists can 
give us nothing but statistics, however. 
What we need is a new responsible art, 


iety of reasons, beginning with the long 
national tradition of blurring art and 
commerce and the ambiguous role art- 
ists have long had in Japanese society. 
For actors, writers and artists in the 
West, commercial ventures are usually 
stepping stones, ways to gain money 
and exposul while awaiting entry 
1etherworld of high art, 

which looms above and apart. 
The Japanese do not see things quite 
in this way. There is not as much of a 
hierarchy n jobs. ‘Artists, for 













painting to ad. 
face and no- he 
“sold out" to er 
Indeed, the f 














| iincial side of com- 
mercial work.can be a vital concern for 
Japan's writers and artists. Making a 
living from art is not easy anywhere, 
but itis even harder in Japan, particu- 
larly for those who work outside tradi- 
tional areas. With promises of good 
pay and creative freedom, ad agencies 
successfully lure this pragmatic na- 
tion's top art-school graduates, people 
who in another country might become 
professions? painters or sculptors. 
J apan's aesthetic history also primes 
creative artists for the applied arts. 
The post-Romantic West has a tradi- 
tion of individualistic art, but Japan 


. emphasised crafts, which are very dif- 
ferent. Although beautiful, Japanese 
|. crafts are demonstrated arts, the work 


of artisans who labour at the same task 
to perfect an established skill with no 
attempt to create something provoca- 
tive or new. This in part explains why 
the Japanese are such superb design- 
ers, adept at fashion, industrial de- 
sign and commercial art. 

At the same time, Japan J—— 
has taken a very craftsman-like ap- 





































Alisjahbana's study 
University in Jakart h 
dean. In one large painting a mountain 
peak divides two worlds; on the left is 
an old, dark, decaying landscape dot- 
ted with traditional Indonesian houses 
in flames; on the right we see a modern 






technopolis, not unlike parts of Los > 


Angeles, with elevated freeways weav- 
ing in and out of space-age buildings. 
On the mountain peak are artists, 
painting, whirling conductors' batons 
and tapping on typewriters. The work 
is entitled: The Choice of the Artist. 

Its message reminds one of 
Soviet-style social realism, a style 
Alisjahaba approves of. Although he is 
not a Marxist — let alone a Soviet sym- 
pathiser — his idealism has led him 
along some similar paths. As do many 
communists he finds modern artists 
egotistical, decadent and irresponsi- 
ble: "Thus we witness the decay of the 
old styles of a grand and heroic art in 
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performances and sumo tournaments 
of the Edo period show remarkable 
style, polish and wit. Carved wooden 
shop signs from the Edo and Meiji eras 


have been elevated to folk art; en- 


shrined in museums and reproduced i in 
art books. | 

Japanese say this loving attention to 
advertising grew out of the need to as- 
sociate a shop or product with a clean 
and favourable image. While the 
streets of pre-modern Japan were 
filthy, homes were not. Merchants at- 
tempted to give their wares an image 
that would make customers proud to 
— them none 








ch he is | m | : ving our | 
| world and building up: a new w future. E 


This is the kind of terminology used 


. by Lekra, a communist-backed cul- 


tural organisation active during | 


former president Sukarno's guided- 
democracy period. Lekra, too, con-. 
| demned "bourgeois and individualist i 
| aesthetics" and advocated socially com- 


mitted art. Alisjahbana, though an op- | 


| ponent of Lekra's ideological approach, 
| isa proponent of committed art himself. 

| Marxism is popular in developing | 
| Third World countries, because it fills | 
| a vacuum left by old traditions and | 


creeds considered obsolete, even 
obstructive, by the new nation-build- 


| ers. It offers a universal pseudo-religi- | 
| ous vision of the future; addresses it- 
Self to the problems of the very poor 


and is puritanically intolerant of indi- 
vidualism. Not surprisingly, many 


 non-communist Indonesian BARRE 





Image, important in advertising 
everywhere, takes on added impor- 
tance in Japan, a nation obsessed with 
appearances, surfaces and "face." 
Nowhere is this more evident than in 
the showpiece of Japanese advertising, 
TV commercials. In Japan the em- 
phasis is not so much on what is said 
but how it is said. Japanese ads are a 
clear-cut triumph of style over con- 
tent, 180 degrees apart from the logic- 
based hard-sell approach favoured by 
much of the West. 

Industry observers say soft sell ac- 
tually was introduced to Japan from 
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‘country. In fact 


pane E Cenate of 4 ) aye — 


^ to entertai 


` relax the v iewer, get hina to I 
his guard and warm to wha 
| ‘being tosse d his way. Ps 


out. blots. 
bovs’ spor t; the social: status q 
P judiciousl: y upheld. Women are kt 
| their place » — the home. Glamour 





















jur p on that partì cular bandwa. rs 
But, significant! iy, he also — ¢ 
lifetime of struggl e against "ob 
traditions and fo! v rationalism 
adopted anincrea singly religion 
He has come to re »alise that some 
has to fill the spir itual vacuum, b 
cause that some’ thing cannot (in 
mind) betraditior 1al,anew typeo 
gion must be inv ented. In 1968 he 
gued that mankir ıd needs a new ett 
_structure which: tan only arise out 
re-awakened rel: igious impulse. Tr 
a fine ideal, and ; perhaps one da 
| World will be un ified i in one big, he 
culture. But unt il then, this typ 
sion hardly ans\ vers the origina 
tion of how t 9 retain the c 
equilibrium of a rapidly dev 
itisas much ane 
from today's re’ ality as the nost 
 Alisjahbana's original oppone 
































gentle-sell ca mpaigns of the 
Americans eve mtually dropped 
approach, larg rely because proc 
ognition in st ich ads is not ve 
ith test audi, ences. Such tests, 
ot in the U: sited States, buf; 
Japan. 

Soft sell is 
for Japanese 





















also the perfect. r 
advertising's cu rn : 
n: The trend sta rted 
Tate 1960s, v shen it became cel 
most Japar ese consumer pra 
were qualitz tively alike’ There 
point saying ! one vacuum clean 
better than: inother; consumers d 
believe it. F 3ut if a product w 
sented in æ n unusual way, this 
get people t alking and ultimat 
ing. The go al of entertaining 

























































The indr istry is, of course, no 
‘Advertising is still 

























abound bi at they are either foreig 
very yow ng — the type that fee 
“salaryme on’s” fantasies. | 
Holes a ire neatly categorised: Ol 
women w rear kimono, young wom 
wear Iss sy Miyake designer cloth 
and hous iewives wear aprons. Ol 
reqi aently appear in the com 
younger women, a situation whie 
ra rely re versed. Only celebrities 
outside s uch societal strictures. ` 
Indeed , what Japan's adver 
ments. do : most successfully is pres 
society x vhich is affluent, homog 
ous and keeps its citizens on a f 
short lea sh. At one turn, the viewe 
plied wi th thé: most delicious sed 
tions im: aginable. At the next, he i 
minded that first and foremost. he 
Japanesi a. iti * 




















excess of A341 billion. 


Jestpac about. foreign 
nge. 

*or profitable business 
, information ¿ about 
y is every bit ¢ as 
portant as money itself. 
"This is particul arly true 
e rapiclly changir 1g foreign | 
nge market. 

~ For the chief ex ecutive or- 
pany treasurer, th e right 





bei poor ie 
monitoring economic trends, 
market movements and 
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to — you — are investing 
in the Western Fe acific, Australia 








































ic advice can be : as ng to do 
as his company "s ith for on exchange. 
effort to produce Ring Westpac today. We 
arket its product. s. want to be your bank 
-At Westpac we' 'e for — exchange. 
together top teams asan Division 
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the key foreign 
ey trading centre 's 
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change service to suit your experience and todays- 
| Jakarta, Paul Milton 353758; 


ompany's needs, whett ver it be logy, including adva 
the hedging market,sp»ot,or _ satellite communications which . Beijing, Geoff Tredinnick 595 261 
rward exchange, Euro« currency link our offices in the world’s . .. Ext100; Seoul, Graeme Stewart 
nding, funds management ^. major financial centres. = —  — 3131145/6. 

dvice, foreign currency — Westpac is Australia’s - LUPO 
ominated accounts, < x on oldest, largest and most 
orking the international | mone ey experienced banking and fin 
iarket. ° E. services group, with assets ii n - 





































The Anatomy of Power by John Kenneth 
Galbraith. Houghton Mifflin, Boston. 
US$15.95. 


ower — whether political, econo- 
mic, military or religious — is nor- 
mally understood to mean the ability | 
of individuals or groups to win the sub- 
mission of others to their pur pose. 


This, however, conceals as much as it 


reveals, according to Galbraith. It pro- 


vides few clues as to the common fac- 


tors underlying the concept. Gal- 
braith's concern is to identify the 
sources of power and to see the instru- 
ments by which power is purasegd ung 
enforced. 

Galbraith begins with the — 
ments of power: the threat and reality 


suasion, appeal to belief, or con 
ditioned power. He touches on thei 
features, notes the differences 


explores the purposes of power. Next. 


he turns to the sources of power: per- 
sonality, property and organisation. 
The essentials established, 


power and the instruments of its en- 
"forcement have changed in impor-. 
tance, character and combination ove 
time. He takes up their feudal form; th 





changes which arrived with early | `. 
capitalism and high capitalism; the |. 
exercise of power in the highly. or- 
ganised corporate economy, and in the. | 


modern state and its military. He also 
illustrates the automatic resistance to 
power and the illusion of power — of. 
the tendency of politicians, journalists - 
and professors to imagine they. have 
power when they have not. 

From the opening pages, Galbraith - 
already draws attention to the central- 
role of organisation in the functioning | 
of the modern polity and economy in 
capitalist and socialist countries alike. 
The government is an organisation. So 
is the large corporation, the labour 
union, the consumer association, the 
church and virtually all institutions in 

a modern society. — 

Organisation, of course, is also Gal- 
braith's favourite subject. He has dealt 
extensively with it in his famous book, 
The New Industrial Estate, published | 
in 1967, and never ceased to discuss it 
in subsequent writings. It is thus sur- 
prising that he can still produce a new 
perspective to organisation. 

But while organisation has become 
the transcendent source of power, 
power as deriving from personality 
and property has diminished. Greater 
civilisation and affluence have been 
responsible for the decline but mostly, 





Gak. | 
braith proceeds to the dynamics of | 
power. He observes how the sources of - 


The powers. 

















i logy, andthe need for specialised man- 
agement and marketing skills united: to | 
exclude from decision-making those | 
Í will encourage ‘the emer; zene 
‘ownership of the property.” The power |- 
: to dec ide Fests with, a team of specifi 


et 


| aecess to influence, 
of punishment; compensation and per- |- 


| characterised by 









clans Ga — me rise of. organisa- 


tion has been the cause. This he illus-- 
trates in the modern business enter- 


prise, a vast organisation in our time. 
Once, the names of great entre- 

preneurs were synonymous with the 

industrial scene. Now, 











trepreneurs, as the author says, have 
yielded to the organisation man. . 
Similarly, property has declined as a 
locus of power. There was no doubt in 
the days of high capitalism that power 


originated from the ownership of capi- 


tal. It was this property that accorded 
the right to run the business and gave 





become highly c lispersed. | 
More importantly, industrial: ta 
lave become increasingly compl 
“*“Corporate size, sophisticated: techno 









whose principal qualification was the 





i sting in Public Com- 
- panies by Arthur Lipper {ll with George 
. Ryan. Dow Jones-Irwin US 30. 









r apitaligm 4 is supposed to be. a dedit: 
w yourself form of economic organi- 





.sation. But years of a growing divide 
` between ownership and management 


of enterprises and increasing bureau- 
cratisation of large businesses — 
the dominance of 
lawyers and accountants in board- 


rooms — has led many in the advanced | 


"capitalist" countries to forget that 
capitalism is supposed to be about risk 


and reward, about initiative as much 


as good administration. 

Instead it has tended to become : an 
industrial-era version of the rentier 
system in which a property-owning 
class lived off the earnings of its land 
and financial assets but had little or 
nothing to do with the production or 
trade in which the assets were employ- 
ed. But now venture capitalism is com- 
ing back into vogue in the United 
States and Japan, a consequence more 


| of br. em change than conscious 


computers, 


as benign or malign, bi 


exercise of power has 


few know the |] encourages those who 
heads of the large corporations. The | | 
| powerful -personality has been re-. 


placed by a management team; the en- | 





Aimes, such a response w 


corporate and military 
observes Gal-| Galbraith has strong f eeling 
braith. However, with the passage of | countervailing power ag ainst 
-time, ownership in the — has | | rate and military establi. 


„pears weak, and he urge 's tha 


E Unlike: many who deal with the sub- |. i. 4 


cr INVESTMENT 
wing a bow at a ventu re 


_ which individua initiative is 40: 
| importance, has taken over 





| and scale of access to capit a 
 vanguard of the economy. 


| found in the often effete anc 1 
 technologically backward pu 


the book is published not by one ? 


industry's giants, Dow Jones- 5 


viding a little bit of venture con 
tion of his own. 








it is rins passive. H 'e accept 
it social 
ing to rea 
rat the | 
decline 
pared with earlier tim tes. With 
ence, consumers and w ‘orkers ha 
ternatives; it is less nec 
ingly, that they submi 
exercise of authority. L 





tial. Still, it is reassur 
braith's conclusion tb 

















































compulsion to now read : 
resist it. In earlier and l 2ss dei 





subversive. 

The power of the mod 
poration and military e 
however, remains the ex: 
general decline. Here pov 
trated ratherthan diffuse , pio 
Galbraith. And it is on th 1e exe 










































































shmet 









strengthened. Military po wer i 
ially dangerous. The m Roue 
race it Ve di can « Jestr 
human race. 




















similar movement inthe So viet 
One wonders, , however, abo ut ‘ 








software and service indu 
























dustries based on scale of pi 








Venture capitalists are ev 











business. And one of them | 
written a book on thesubject.] App 
a successful salesman, stoci «b 
financier and publisher of a m: agaz 
appropriately called Venture. 
And now he has become the `> 
of a book on the very same subj iec 
first effort is primarily for U. S. 
ences but it has relevance for © a 
who wants to turn an idea into à 
ness or wants some practical gu- 
on how to go about investing in 
one else's idea. The only surprise : 

























































































author's companies but by one 























But maybe Lipper is just get ` 
glimpse of how others do it befor. e 








— PHILIP BC 


























































































| mBUSI! NESS AFFAIRS se un 


Banks mai ntain expensive offices in China in the hope of future business 


The waiting game 


By Nlancy Lan; gston in Peking 
Fs high expenses, limited 









lopment. project for the foreign part- | theauthority to remit them outside the 


Occidental Petroleum Corp., | country. 
Although some bankers say they 


have questioned the BoC about other 
agencies’ guarantee authority, there 


‘lending 0] »portunities and con- | ner, 
fusingregt ilations havenotdeter- | whose investment will total US$340 
red 56 banks | ‘plus one more on the | million. : 
Wa y) from 17cc »untries from establish- There are unpublicised loans which 
ing; representa tive offices in Peking. | are kept confidential for a good reason. | has not been a definite answer. The 
Th.e banks car ne with high hopes of | Although BoC offers preferential | BoC is in a difficult position. It cannot 
pe,rticipation in China's ambitious | terms, some Chinese enterprises, such | very well condone other guarantors 
development p rogramme, especially in | as the local investment and trust cor- | but at the same time if it guaranteed all 
thie offshore-« jil development sector | porations, wishing to get funding for | loans, the amount of contingent liabili- 
Vyhich could r equire up to US$20 bil- | projects unauthorised by the state, like | ties could grow into billions of dollars 
lion. So far it is proving to be a costly if and when foreign 
‘waiting game. commercial lending 
With aggre ssive competition from is stepped up. 
the cash-rich Bank of China (BoC) and But even if foreign 
strict control: 5 on authorised spending bankers have con- 
from the Stat e Council, foreign bank- vinced themselves, 
ers are scra mbling for loan oppor- for whatever reason, 
tunities. The! ir eagerness to lend is re- that the loan is se- 
flected in the : banks’ acceptance of re- cure, there is an in- 
latively thin: spreads and of guarantees teresting logistical 
by Chinese e nterprises whose author- detail — where the 
ity is not cle: arly defined. loan is to be signed — 
BoC's 198; 3 report said the bank had that points up the 
extended U /S$19.7 billion, 88% of government's per- 
which was provided during the past plexing bureaucracy. 
five years t o Chinese enterprises. By In 1983, the Peo- 
the end of 1983, loans of Rmb 130 ples Bank of China, 
million (US$ 3$59 million) and US$50 the central bank, an- 
million had been extended to 80 Sino- nounced that  re- 
foreign join t ventures, which is nearly presentative offices 
75% of all; joint ventures in China, By could not engage di- 
contrast, t! 1e only publicised foreign rectly in any profit- 
commercia | lending in 1983 was a making activities, 
US$10 mil! ion hotel project in Xian. which presumably 
BoC (tt ie nation’s guardian of precludes signing 
foreign-exc ‘hange holdings, of US$14.9 loans in-country by 
billion at the end of 1983), has ear- the official bank re- 
marked U /S$2 billion for preferen- v PUN see ⸗ presentative with a 
tial loans over the next two years, X. — 5s state enterprise. 
which wot ild probably carry an annual 5 M AE — | e Shortly thereafter, 
cm ra teofless than 10%. [2-5 LU X — rd tx the Finance Ministry 
oreign banks are also faced with | | Offshore oil-rig: bankers keep hoping | T TIE announced that any 
the fact t! iat China is designated as a - foreign loans signed 
developin g country, which qualifies it | to skirt BoC's control and red tape by | in China would be subject to a progres- 
for aid a nd low-interest loans. The | going to foreign banks. sivetax on interest income. 
World Ba nk alone lent China US$1.8 The embarrassing contradiction has 
never been cleared up, but with the Fi- 


billion in 1980-83, with US$700 mil- ne major question for any loan is, 
lion of th: at total in interest-free loans. OQ has the authority to guaran- | nance Ministry's regulation alone it is 
The Wor ld Bank plans to lend US$1 tee loans, or more specifically | only good business sense to sign 
billionth is year. who has the authority to make the | offshore in order to avoid the Chinese 
For 1 984, the two commercial | foreign-exchange payments to a | tax, which would eat away at the rela- 
foreign-s ;yndicated loans so far an- | foreign concern in case of a loan de- | tively slim margins. In addition to the 
nounced are a US$77 million loan to | fault? Technically, it is only the | financial advantage of signing 
offshore, much of China's financing 


develop: the Nanhai offshore-oil centre | BoC. Yet in some loans, such as 
in Canto n and a US$90 million loan to | Nanhai, the loan is guaranteed by the | needs are provided by suppliers’ cre- 
China Nanhai Oil Joint Service Co. | dits and Eximbank financing in the 


the Hon gkong partner in the Garden 
Hotel p. roject, also in Canton, which | (CNOJSC), a joint venture between a | country of origin. 
Is it worthwhile to have an office in 


includes ; BoC as one of the lead mana- | unit of China's Petroleum Ministry and 

gers. O' iher lending possibilities this | Guangdong province. As one Peking- | Peking, by most bankers’ reckoning 

year ex ist in the US$4.2 billion Daya | based Western lawyer pointed out, | one of their institutions’ most expen- 
sive operations at a cost of around 


Bay nu clear plant in Guangdong pro- | CNOJSC has foreign-exchange re- 
vince a!) nd the Pingshuo coalmine deve- | serves, but it is unclear whether it has | US$250,000 a year, excluding the exe- 
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one American banker cited "corporate 


vanity" as the reason for a China pns | Inanew twist io the trade dispute, ! Japan turns a deaf ear to 


US pleas that. it shou d buy more from American mines 


SENCE, 


Offices in Peking are located mostly : 
in hotel guest rooms and in value-for- . 


money terms they are expensive. Two 
rooms at the Jianguo Hotel, generally 
considered the best office location, 
cost around US$5,000 a month. There 


is no outside telephone line and be— 


cause of switehboard traffic, calling 
out or in isextremely time-consuming. 
One bank resorted to sending a telex 
across town when a quick answer was 
required. There are also hidden costs. 
The Jianguo adds a line-usage fee of 
US$150 a month for those with private 
telex machines, in addition to the 
monthly telex charges. — 

Many banks adopt the unusual — 


and expensive ~~ practice of employing |^ 


expatriate secretaries, because sec- 
retaries provided by the government at 
a cost of US$450 a month often do not 
have minimal typing skills, not to men- 
tion language ability. The local secret- 
ary keeps less than 10% of the salary, 
the rest being remitted to the state. 
Housing is also primarily in hotels, 
which, given the Jianguo's prices, 

would cover the rent for a spacious 
house in other countries. 


ecently, there has been a disturb- 
"ing trend with regard to con- 
tracts that affect costs. Peking's 
exhibition hall, which accommodates 
either housing or offices for four 


foreign banks, is effectively br eaking a 
signed contract expiring at the end of. 
the year and replacingit with a new one 
effective from 1 June that would raise 


rents by 50%. The government also 


wants to change a contract clause for 


those with local secretaries that would 


require an epee annual wage in- 


crease. 
For those in a- profession that is 
stereotyped for its conservative finan- 


cial policies, bankers are hard-pressed | 


to justify their organisations’ wisdom 
in maintaining a China office. The 
reasons for staying are variations on a 

theme that holds that when the deve- 


lopment drive, especially in the energy 


sector, gets under way, China will have 
to turn to commercial loans and those 
banks with an early presence will have 
the advantage of familiarity with the 
system and with Chinese officials. 


There are also advantages of being òn 
the ground asa listening post for possi- - 


ble deals, as well as being available to 
foreign customers who may number 


among the 300-plus companies based 


in China. 


One banker summed up a common 


attitude, saying: "We are waiting for 


oil. We are waiting for coal. We are 
waiting IDE nuclear. We are just wait- | 


y* 


| 1980 stands at risk in the 
|. face of a world oversupply 














By Ralph King in Sai Fiünéisco: 


Moal took the spotlight in the con- 
#tinuing debate over the. Japan- 
United States trade imbalance in mid- 
. May as a delegation of Japanese coal 
buyers met American industry and 
government representatives to con- 
sider remedies for the declining trade. 
Lengthy talks in Washington and San 
Francisco, however, yielded little hope 
for short-term improvement in US coal 
exports to Japan. Increased bilateral 
energy cooperation apparently will re- 
main at the talking stage for some time, 
as it has over Alaskan oil exports. 








coking and steam coal showed great 
promise, but prolonged recession in 
Japan and stiff foreign competition to 
feed its steel, electric-power and ce- 
ment industries have dimmed Ameri- 
can hopes. Fears that energy pu 
would rocket and world 
coal shortages would occur - 
have proved groundless. 
Yet actions to meet overly 
optimistic demand projec- 
tions have resulted in a new 
set of tensions. 

. An estimated US$3 bil- 
lion invested by. the US 
coal, railway and port in- 
dustries in delivery-sys- 
tems infrastructure since 


of coal, expected: to hit 2 4. E 
illion. tons. by 1987, said | vanas 
National Coal Association. presi 





| and stepped-up production worldwide 


coal buyers, Bagge said at the fourth 
US-Japan coal conference held in San 
Francisco on 21-22 May. 

- Bagge accused Japanese industry of 
| not acting in good faith. "We are 
played off against producers that 
Japan is developing in what looks like 


 Musashi's eight-sided defence." Un- 
like citrus and beef, coal does. not 
threaten protected commodities, said 
Mark Joseph, Coal Exporters Associa- 
tion chairman. The Japanese have an 
obligation to buy more American coal 
in part because coal is used to make 
steel and cars sold widely in the US, he 
said. Instead, Japan has turned to 
lower-cost sources in Australia, 
Canada and South Africa, using the 
US only as a buffer supplier. "There's 
little time to set things right," said 
Bagge, warning of à new push in the US 
. Congress to legislate trade barriers. 


Americans can narrow this 


Japanese users have invested h a 
Only three years ago, trade in both | 


though prices negotiated are 
cases higher than current spot pri 
for example, British Columbian ce 
coal. Some contracts have had to 


Carl Bagge. Much of this investment —: 
tion of 127 million tons by 1990, but 
figure will probably hover at 100 

. lion tons for the rest of the decade, s 
Seisuke Ishijima, 


— Stemmed directly from pleas for as- 
sistance by Japanese and other major. 


petition and depressed markets. . : 


[Book of Five Rings author Miyamoto] 


energy sources. 















The Japanese cite the high rel 
price of US coal as the main reasol 
market share has slipped from 40 
the early 1970s to about 25% toda: 
ton of US coking coal landed in Jap. 
costs US$70-75 currently compar 
about US$60 for Australian coal. If 

























differential, share growth "will ci 
out as a natural result," said H 
Yokota, Japan Coal Developmen 
president. | 

But price is not theonly impedim 


















in mining ventures elsewhere, nc 
in Australia and Canada. They 
bound by long-term contracts e 























































March, Japan import 
million tons of coking « 
and 7 million tons of st 
. coal. Fiscal 1984 levels: 
be roughly the same; o 
commitments for the 5 
are said to be 2 mill 
tons. 
Additional long-ti 
contracts are all the m 
imponderable given 
uncertainty of future: 
mand for steel and elect 
ity, Japanese officials s. 
The Japan Iron and Steel Federat 
three years ago projected steel prod 


Kawasaki S 
Corp. managing director. Produc 
hit a record 113 million tons in 1 
and has been in decline ever sij 

largely owing to international cor 


owered expectations have also 
the Japanese steam-coal mark 
projected electricity requirement: 
have dwindled. And though once con 
sidered a key to reducing Japan's d 
pendence on Middle East oil, coal 
taken a back seat to other alterna 
3 Coal fires 6% 
Japan's generating capacity and. 
amount will rise to only 8% by 199 
Japanese Government study this 
said. Nuclear power and natural 
on the other hand, will hit 19% an 
22% respectively in that year, up fr 
13% and 17% currently. 
Moreover, rationalisation in Jay | 














any US coal-export markets and 











ant. prices and demurrage 
2s of US$100 million a year. And 
juestion the timing of American 








oth buyers and suppliers hope to 
void. government intervention in 







ng —.actually went to Washington 
4-15 May at the request of Prime 
nister Yasuhiro Nakasone, under 
erms of the joint-energy coopera- 
agreement with President Ronald 













(ports surg 





ar, growth on the strength of 
ing exports, particularly to the 
ed States. In February and March, 
s to the US rose in value by 
and 44.2%, respectively, over 
omparable period in 1983. As long 
e US. economy is able to sustain its 
recovery and absorb Japanese 
ds at a vigorous rate, Japan will 
bably not suffer any major setback. 
‘ports to all countries increased by 
st 20% in the first four months 
pared with the same 1983 period. 
March and April, Japan registered 
) consecutive record high monthly 
orts, US$3.37 billion and US$3.52 
ion — the most successful products 
ng office machinery, electronics, 
and tape recorders. However, 
> analysts foresee a moderate soft- 
ng of exports later in the year. 

irowth in imports continued to 
behind growth in exports, with 








bruary imports by 14.9% over the 
revious year. March and April im- 
ports were somewhat above a 10% in- 
rease: Japan finished 1983 with a cur- 
'ent-account surplus of US$21.02 bil- 
ion; and chances are that the surplus 
ill be higher this year, possibly about 
$$30 billion, especially if Japanese 
continue to find favour in the US. 
ndustrial production was strong in 
first quarter, rising above the 10% 
vel on the comparable period in 1983. 
chinery orders have been healthy, 
sing 6.7% in the last quarter of 1983, 









ary. 


nventory adjustment 






supply bottlenecks on the US East "d ES 
ast in. 1980 and 1981 resulted in 


will not wait fore 
 andinvestments cannot be maintained 


an s, with a miners' strike loom- 
|  foraspot market. We need concrete as- 






t is still a private-sector struggle. | 
he Japanese delegation — some 50 | 
cially irked by the Japanese agreement 


learn that coking-coal orders, expect- 





ary imports rising by only 1% and 





continues, | in ic 
ith a decline in the inventory index of | sc 





e oet potential a and had no ' inten- 
tion of making commitments.” 

The Americans: made it clear they 

- “Infrastructure 






surances that Japan will be a.continu- 
ing market for our coal," said. S. O. 
Ogden, president of Sunedco Coal Co. 
Some American executives were espe- 





to buy 4 million tons of coal from the 
Soviet Union starting in 1985. How- 
ever, suppliers were encouraged to 


e unrestrained 


— continues to 
oy substantial, though not spec- - 


5. 2%, in January and of 3.2% in Feb- 
ruary. However, these figures compare 
with monthly declines of 6-7% Six 
months earlier, and there are indica- 
tions that inventory investment in cap- 
ital equipment and exports is picking 
up. 

New orders for private construction 
gained 9.2% in January and 16.3% in 
February, but public construction or- 
ders have been weak, registering a 
0.776 gain in February and probably a 


mienta decline in March. The govern- 


TRADE WITH THE US 


4 y million) 


1981 

:1982 

. 1983 Jan.-Mar. 
Apr.-June 


 July-Sept. 

Oct.-Dec. 
1984 Jan. | 

Feb. 


900,693 - 

530,254 | 
Mar. 519,222 1 
- Apr. 418,095 | 


Source: Japan TA Association. zw P 


ment is ——— Calls for additional 
fiscal-stimulation programmes to help 


small and medium enterprises. Hous- 
ing starts fell by 11.7% in J anders and 






grew by 2.8% in February. E 
Personal eee contin 


were up slightly in January dd Feb- | 
ruary. Inflation-adjusted income of 


wage earners, after low wage increases 


granted in the previous spring labour 
— rose A 1.470 ine dU 
% in January and 18.4% in -— > 
















































1,553,280. |. 


watch ng fora commensurate rise in 
US coal exports. 

The Japanese gave no response on 
this score but did agree to examine in 
detail ways of bringing US coal-export 
costs down under the auspices of a 
newly formed joint standing commit- 
tee. Their primary objective is to pare 


transport costs, which account for 43% 


of the landed cost of US coal in Japan. 
Although both parties have consented 
to explore ways to expand the trade, 
they appear to beat odds over the grav- 
ity of the situation. The Japanese insist 
market forces must prevail But the 
Americans view the issue in terms of 
the bilateral-trade deficit expected to 
hit US$25 billion this year. n 


down by unusually inclement weather. 

Unemployment has been fraction- 
ally higher this year, at 2.73% com- 
pared to 2.63% at the end of 1983. The 
index of labour productivity in mining 
and manufacturing rose steeply in 
January and February — by about 
9.7% over the same months last year. 
Labour productivity has been on a 
steady rise since the beginning of 1983 
when the index was close to zero 
growth. 

While the current economic growth 
is close to an annual rate of 4% so far 
this year, the money supply (M2 + CD) 
growth is maintained at around the 
1983 rate of 7.5%. Tokyo consumer 
prices rose by 3.5%: in February and 
3% in March, following an increase of 
3.1% in 1983. Wholesale prices, how- 
ever, have been on a year-to-year de- 
cline for the past 14 months and fell by 
2.2% in 1983. : 

The yield on long-term government 
bonds has eased since January, when it 
was nearly 7.5%, to the present level 
of below 7%. The central bank's dis- 
count rate remains unchanged at 5%, 
and the call-money rate has fallen to 
6% from a 6.45% peak in the first 
quarter. The yen has weakened from 


the Y225:US$1 level in March to a re- 
` cent ¥230. 


The stockmar ket has seen some of 


the most violent swings ever recorded. 
At the end of 1983, the Nikkei-Dow ^ 


Jones Average closed at around the 


10,000 level and in the following 


months climbed to a high of 11,190. 
Then the market, influenced greatly by 
retreats on Wall Street, collapsed and 
registered some of the steepest one-day 


declines in history. The market aver- 


age has recently. fallen below the 


-10,000 level, but the magnitude of the 
e. * | losses in some of the more popular 
i stocks Das been far greater. 
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“Project Financing? Definitely UBS.” 


In the complex world of international Our finance specialists are highly 


finance, the experienced UBS project versed in co-financing with develop- 


financing team helps governments, ment institutions, in export credits, 
sponsors and institutions to realize syndicated loans, performance 
important projects. Worldwide guarantees, and in offering financial Union Bank 


UBS, as a major international bank 
can locate or provide the substantial 
capital resources and financial If you need the backing of a global 
know-how needed for such projects. banking institution, call on UBS. 






assistance for structuring industrial 


of Switzerland 
and resource-related ventures. 


International finance is our business 





ES h LEN ES 


P Y 4 In our 747s, there are only 8 seats 
First Class j No, Economy. abreast. In our DC-10s, just 7. 


It's simple. Book yourself on SAS First You get 38 inches of legroom instead of 
Business Class. 34 inches. 
We seat you in a spacious, restful cabin You dine on china instead of plastic. 
instead of behind a curtain. You drink from a real glass instead of a 
You can relax in a next-to-First Class plastic cup. 
chair instead of a Tourist Class seat. You're provided with electronic head- 





phones instead of those old acoustic ones. 


You get everything except a surcharge. 
The fare is normal economy. No more. 

It's no big surprise that our First Busi- 
ness Class earned us the Oscar of the air- 
line world — The 1983 Airline of The Year 
Award. 

Try us next time you fly to Europe. 





We offer you four weekly connections from 
Tokyo and three non-stops from Singa- 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
all of Europe. 


MISAS 


The Businessman s Airline 


AIRLINE OF THE YEAR 





FACT: 


A FASTER AND 
MORE POWERFUL COROLLA. 


FACT aThe new 1.3-litre engine designed for Corolla delivers more torque than any 

" engine in its class. Plus more power and, amazingly, more fuel efficiency. It's 
lighter, more compact, and offers more efficient fuel combustion. Significantly, there is less 
friction so engine life is longer. Using advanced techniques, Toyota created new aluminum 
cylinder heads, advanced-designed combustion chambers, lightweight pistons and newly 
designed piston rings. 

FACT icons new aerodynamic styling also adds to performance and fuel economy. 


" From its sloping nose, through smoothly curved contours, to its high tail, this 
“family” car has a Cd (coefficient of drag) of only 0.35. That's outstanding even for a sports car. 


FACT 35202; new performance will surprise you. Acceleration is fast. Power is 
athere when you need it. Rack and pinion steering makes handling precise and 
easy. And, with the widest tread in its class, plus four-wheel independent suspension, 
Corolla has sports car stability. These are big advancements for Corolla. Experience them 
for yourself. Facts come alive when you drive Toyota. 
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This is what our sugar plant 
technology really means. 





It means the sweet smile on the also recently developed a remarkable expertise. In fields ranging from 
face of a child. Pulp for much-needed by-product manufacturing process offshore engineering, to shipbuilding, 
textbooks. And even alcohol for fuel. that thermo-mechanically converts to steel making equipment, we're 

These are the results of Hitachi bagasse (sugar cane waste) into using advanced technology to help 
Zosen's advanced sugar plant paper pulp for newspapers and advance living standards. 
technology. In fact, sugar plants built textbooks. At the same time, it also In fact, for over 100 years now, 
by Hitachi Zosen are now efficiently produces another invaluable by- we've been building the industries 
producing thousands of tons of sugar product . . . fuel-grade ethanol that build a better life. 
daily to help satisfy man's "sweet alcohol. Because to us, that's the real 
tooth." But sugar plant technology is meaning of any business. 

And that's just the beginning. We just one area of Hitachi Zosen's 

We build industries 


m ux 
Hit chi Zn- n 
HITACHI ZOSEN CORPORATION 


1-1-1 Hitotsubashi, Chiyoda-ku, Tokyo 100, Japan Phone: 03-213-6611 Telex. SHIPYARD J22363. J24490 





China Airlines new Dynasty Class pro- 
vides more space, more comfort, more 
convenience and more service than ever 
for sophisticated travelers, And all at the 


normal economy fare, with no sur- 
charge, on our Boeing 747 services. 
MORE COMFORT 

Relax on seats normally reserved for first- 

class passengers. A full 29” wide with 
2" between rows. In a special area 

behind first class and in the upper deck 

of our 747s. 

MORE CONVENIENCE 


Check in at special counters. Baggage 


Closest to first class 
at just the 
economy fare 








allowance the same as for first class. 
MORE SERVICE 

Guaranteed choice of meals. Wide range 
of complimentary drinks and cocktails. 
Free stereo headsets. All with attentive 
Dynasty service. 

Available on all China Airlines Boeing 
747SP, 747-209B and 747-Combi 
routes. Serving Taipei, New York, Los 
Angeles, San Francisco, Honolulu, 
Tokyo, Amsterdam, Singapore, Hong 
Kong, Dubai, Dhahran and Jeddah. The 
fastest way between Taipei-U.S. East and 
West Coasts and Taipei-Amsterdam. 


@ CHINA AIRLINES 


RISBANE. 
Time marches on. Time can improve. 
The Central Railway Station is being restored. 
Transformed to include a world class hotel. 
A tower of topping dining, conventions, even a spa. 
Brisbane will never be the same. 


BREAK FROM BUSINESS. WITH STYLE. 
AT THE SHERATON BRISBANE HOTEL. 


.; Mapa 





SHERATON-BRISBANE HOTEL AND TOWERS (Opening July 1984). 331 Rooms and Suites/ 3 Restaurants 


! Bars and Cocktail Lounges/ Heated Swimming Pool/Health Club/ Meeting Facilities/Rates from AUSS$77 to $125. 


SHERATON HOTEL 


ASIA AUSTRALIA NEW ZEALAND 


;5 m 
OSAKA 
O TAIPEI 


$4 ‘2. 


BRISBANE 


AUCKLAND S 
Yy x 


ROTORUA 
AYERS ROCK (1984) 


N r 
For reservations call your Travel Planner or Sheraton in your city. v Sheraton 


HOTELS. INNS & RESORTS WORLDWIDE 










BANGKOK 





SINGAPORE 





KOREA SEOUL Sheraton Walker Hill. JAPAN TOKYO The New Otani. OSAKA ANA Sheraton Hotel Osaka (1984). TATWAN TAIPEI Lai Lai Sheraton Hotel. HONG KONG Sheraton Hong Kong. PHILIPPINES MANILA 
Century Park Sheraton Manila. BRUNEI Sheraton Utama. THAILAND BANGKOK Sheraton Bangkok. SINGAPORE Century Park Sheraton Singapore. SINGAPORE Sheraton Singapore (1985). AUSTRALIA SYDNEY 
Sheraton Wentworth. BRISBANE Sheraton Brisbane (1984). PERTH Sheraton Perth. YULARA Sheraton Ayers Rock (Late 1984). NEW ZEALAND AUCKLAND Sheraton Auckland. ROTORUA Sheraton Rotorua 
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Mahathir; Japanese lecturer at technical teachers’ training college: ‘the good, but not the bad.’ 





ECONOMIC RELATIONS 


The profit of the East 


Japan gains business as well as recognition 
from Malaysia’s policies of learning from Asia 


By James Clad in Kuala Lumpur 


o some Malaysians, Prime Minister 
Datuk Seri Mahathir Mohamad 
seemed a little defensive when he 
opened the latest addition to the Kuala 
Lumpur skyline in May, the 35-storey 
Dayabumi Complex. A gleaming 
showpiece of contemporary Islamic ar- 
chitecture, the M$313 million (US$135 
million) project was built on a turnkey 
basis by a Japanese construction com- 
pany and its government-funded mag- 
nificence has generated much interest. 
More important, Dayabumi has be- 
come a symbol of all that is right (and 
wrong in detractors’ eyes) with the 
government's Look East policy, one 
which more than any other is iden- 
tified with Mahathir. "The govern- 
ment will not abolish the Look East 
policy," said Mahathir at the opening. 
The prime minister also defended his 
government's awarding of construc- 
tion and other contracts to Japanese 
and South Korean firms (despite their 
higher cost) by pointing to better work 
performances. 

By the end of 1984, Malaysia's offi- 
cial adoption of Look East — an ap- 
proach emulating Japanese and South 
Korean work ethics, industrial discip- 
line and productivity — will be three 
years old. Yet the policy remains in- 
completely understood and often bit- 
terly divisive. The government com- 
plains, rightly, that critics confuse the 
policy with allegations of overt 
favouritism of Japanese or South Ko- 
rean interests. * 

"We want only to emulate the good 
values of the Japanese, such as their 
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capacity for hard work and integrity, 
and not their bad habits," Mahathir 
said recently. On the same occasion, 
however, he felt constrained to deny 
that his government wants to make 
Malaysians into Japanese or Koreans. 
"What I say may not make me popu- 
lar," he said, “hard work is not popu- 
lar, but it is for our own good." 

Since first articulating the policy in 
1981, Mahathir and some ministerial 
colleagues have persistently extolled 
the virtues of East Asian industrial 
growth. But some disgruntled voices — 
particularly in the construction indus- 
try — allege that there has been pro- 
nounced and perhaps permanent 
usurping of Malaysia's construction 
industry by firms such as Shimizu of 
Japan or Hyundai of South Korea. In- 
formation available to the REVIEW 
from many sources shows a pro- 
nounced upcurve in most measure- 
ments of the Japanese presence — in 
amounts invested, size of trade volume 
and surplus, numbers of visitors, 
workers trained or technical advisers 
assigned. 

Yet the government insists that the 
real achievements lie elsewhere in the 
creation of indigenous Malaysian 
"sogo shoshas" (that is, Japanese-style 
general trading houses), in the creation 
of in-house unions to replace British- 
style, craft-based trade unions, in the 
adoption of quality-control councils 
and other Japanese product or service- 
control devices by both private and 
public sectors and, most important 
(but least tangible) in a slow but dis- 


cernible change in attitude at the 
workplace, among wage workers and 
salaried managers alike. 

The cutting edge of the Look East 
policy is a trainee programme, for- 
malised in January 1983, which places 
Malaysians in large Japanese corpora- 
tions for training of up to one year. 
Nothing better epitomises the close 
student/mentor dimension than the 53 
trainees from Malaysia's Perusahaan 
Otomobil National (Proton) who are 
now at Mitsubishi Motor Corp. plants 
in Japan: Mitsubishi is working with 
Malaysia's Heavy Industries Commis- 
sion (Hicom) to produce, along with 
Proton, a Made-in-Malaysia car by 
mid-1985 (REVIEW, 5 Jan.) Several 
groups of up to 136 trainees have de- 
parted for Japan since June 1982 and 
are attached to 19 companies. Thou- 
sands more will make the trek. 


ther signs of increased bilateral 
cordiality since the Look East policy 
are: a double-taxation agreement 
signed in 1983, a visa-abolition agree- 
ment (nationals of each country may 
now visit the other country without a 
visa for up to three months), increased 
loans, and annual cultural grants (for 
sports, Japanese language teaching 
and computers), and growing, though 
still small, numbers of Japanese 
tourists. The number of Japanese tech- 
nical advisers or volunteers serving in 
Malaysia has increased since 1981. 
Japanese investment in Malaysia at 
the end of 1983 totalled US$760 mil- 
lion, 70% of which is in manufactur- 
ing. Overall Japanese investment is 
slowly moving away from labour-in- 
tensive textiles or electrical machinery 
manufacture into more capital-inten- 
Sive, energy or road transport indus- 
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s one of the biggest yen-denomi- 
syndicated loans ever granted. 


ysia, more than 10% of Tokyo's 






ns have received Japan-based 





ion to ¥2.06 billion in 1983, with 
loans 10 times that figure in the 
year. 

a sense of unease persists. A 





| the two countries prompted a 
' of critically worded reports 
à the local press which took its cue 
1 Mahathir's own address which 
cised. Japan for failing to locate 
of its industries in Malaysia and 
increasing its purchases of Ma- 
| manufactured goods. 

e space of a week, Bank Negara 
ty governor Lin See Yan, Malay- 














as (the state petroleum corporation) 
dent Tan Sri Abdullah Salleh and 
ral academics, including Univer- 
^of Malaya's Ghani Othman had 
ined the chorus.  — 

Lin described the trade. deficit be- 
een the two countries as “worri- 
." By 1983 the deficit reached, 





















billion and Lin says it is heading foi 
M$3.6 billion by the end of 1985 w 
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esident Sen. Kee Yong Wee, Pet- 


ording to Malaysian figures, M$1.7 


e Hicom car, other industrial pro- 
sts and the Sabah gasfields projects: 
ill lead to even higher capital imports 







export perfor ae by Malaysia boe 
: commodity exports (except for 












and even crude petroleum have: hohe: — 
declined in volume or are making in- 
significant inroads in the Ji — 
market, he said. | 




































i L =: also. dios attention 16 Malay 
sia's invisibles.deficit. with Japan, 
which ih 1983 reached M$931 million. 
In the freight and insurance compo- 
nent, the deficit constituted 45% of 
Malaysia's total deficit. The invisibles - 
deficit will also grow because of 
rapidly rising imports (much of which 
will be carried by Japanese ships), 
higher charges for contracting and 
professional fees, and increased pay- 
ments from higher debt. servicing 
charges and from investment income. 
The construction sector feels a spe- 
cial animosity to the Japanese pre- 
sence. Since 1980, construction work 
has been the most vibrant sector of the 
economy and on industry estimates ex- 











o other — of Look Ea as 

Ito a faster start (or has. be 
disappointing) than the.M 
sogo shoshas. Taking their cue fro 
the government, most of Malaysia's 
major trading and commodities firms 
have banded together into Japanese- 
style trading conglomer ates over the 








Japan. Even more worrisome to 
n than the absolute size of the deficit 
“the “persistence of underlying, 
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adr later and to 26% a the end of | 





pa diode | in Japan's "overall pu 
— from er re has been dro 








past two years. After ' ‘several years of 


make-believe,” as one bank economist 
told the REVIEW, "it is now all right to 
admit that the policy has done poorly." 


To the extent the government of. 
Prime Minister Datuk Seri Mahathir. 
‚Mohamad set artificially high expecta- 
| tions for the experiment, it must take 
some blame for the subsequent € disillu- 
| sionment. As Chee. Peng Lim. of, the 

Universi 


ty of Malaya remarked, from 








«| for cheap, bulk imports. They might 


"said. Japanese and (to a — 





| extent) South Korean companies have 
landed private- and public-sector con- 
|| tracts worth “around M$5 billion" 

within the past three years. The most 


prominent firms (Takenaka Komuten, 
Kumagai, Shimizu, Kensetsu, Taisei, 


Hazami-gumi and Sumitomo) are en- 


gaged in port; bridge and highrise pro- 
jects. . . 
Besides. the Dayabumi Complex, the 


a| projects include new headquarters for 


the country's dominant political party, 
the United Malays National Organisa- 
tion, and: for Malaysia's dominant 
bumiputra corporate investment vehi- 
cle, Permodalan Nasional Bhd (the na- 
tional equity corporation). 

While much of Malaysia's construc- - 
tion industry remains in the hands of 
local Chinese, Kee's comments also 
found an. appreciative audience in 
bumiputra. construction circles; Ma- 
laysian Bumiputra Contractors As- 
sociation president Abu Bakar in 1983. 
said that, in large projects, “the Malay- . 
sian partner gets a pittance while the 


Japanese get huge profits.” 


Newspapers also report widespread 
bumiputra resentment against Japan- 
ese construction firms for their alleged 
prejudice against Malay businessmen: 
one Malay contractor asserted: “They 
are so fond of making all kinds of ex- 
cuses and demands to deny us their 
business outright.” 

in 1983, Federal Territories Minister 
Datuk Sharir Samad said complaints 
by some bumiputra firms and the 





The spirit, not the substa nce 
Malaysia’s sogo shosha-type groupings | 
have not lived up to earlie exp — 


pendent of constituent shareholding 
companies, the Malaysian sogo 
shoshas have not lived up to hopes. 

Only one of them has shown consist- 
ent application: the Malaysian Over- 
seas Investment Corp. (MOIC), which 
combines. Kumpulan Guthrie, Kuok 
Brothers, Malaysian United Industries 
and Malaysia Mining Corp. has been 
active in non-traditional markets in 
West Asia and in the South Pacific 
(REVIEW, 10 Nov. '83). 

Arguments for such groupings in 
Malaysia still make considerable 
sense. These trading houses should 
work as catalysts for the country's 
manufacturing-exports drive, as pro- 
viders of export-order economies of 
scale (orders small companies could | 
not fulfil on their own), and as conduits 
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Source: Ministry of Foreign Affairs, Japan. 


Malay Chamber of Commerce that the | 


Japanese gave agency rights in Malay- 
sia to Hongkong or Singapore firms 
were “justified.” 

Sharir (then deputy trade and indus- 
try minister) said some Japanese firms 
paid only lip service to attaining levels 
of bumiputra management participa- 
tion required under the New Economic 
Policy, and he noted that Japanese 


companies employ the highest number - 


of expatriates of any foreign firm — 
about twice as many as others. 


ie ince Look East became government 
Ppolicy, Japan has become Malay- 
sia's top foreign investor on the basis of 





projects approved by the Malaysia” 
Industrial Development | Authority, 
edged out in the closing months of 1983 


only by Hongkong investors. However, 


Japanese Ministry of Finance figures 
investment falling 
away after 1980 (US$146 million) to- 


show Japanese 


US$31 million a year later and re- 
bounding in 1982 to US$83 million. 
Before 1960, Japanese data showed a 
mere seven companies beginning ope- 
rations in Malaysia. Thereafter, 22 en- 
tered in 1960-70, and 64 in 1971-80. 
Since 1981, 36 Japanese companies 
have commenced operations. Promi- 
nent among these are construction 
companies. mE 
Among banks, there is one branch 


also conduct barter trade or transac- 


tions with state traders from countries — 


such as Iraq, Syria or the socialist bloc, 
used to dealing with only a few buyers. 

The trouble is that most firms now 
lumped together in one or more sogo 
shoshas (besides MOIC, they include 


the Malaysian International Trading | 


Corp. Sime Darby-Pernas Trading 
Corp. and Syarikat Perdama) will not 
alter their usual trading behaviour. 
Fully 75% of Malaysia's exports are 
primary products and most of these 


long ago found their markets; even | 


when there is a chance for new busi- 
ness, the other strength of theJapanese 
version — division of markets arrange- 
ments — is notably absent in Malaysia: 
in December 1983, for example, al- 
legedly heavy underbidding by MOIC 


edged out two other Malaysian sogo- 


shoshas also hoping for a M$16.5 mil- 
lion (US$7.1 million) supply contract 
to Bangladesh. 

Performance targets (Mahathir 
hoped each sogo shosha would gener- 


ate M$1 billion a year in new business) - 
also made the gap between expee- 





have also made the 
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Bank) and leasing c 
-Most of the joint ventures have occur- 
red since the beginning of the Look 
East policy, though Mitsui Bank's in- 
volvement with D and C Nomura goes 
back to 1974, as does the Bank of 
Tokyo's association with bumiputra 
merchant bankers. 

Meanwhile, several troublesome is- 
sues, including a vexatious dispute over 
Japanese refusal to grant landing 
rights to a joint Northwest Orient/Ma- 
laysian Airlines System (Mas) service, 
refuse to go away. The Japanese are 
loath to give rights to Mas for another 
airline's continuation flight, a view- 
point that has angered Mahathir. |. 

In other matters, the Malaysian Gov- 
ernment continues to urge a shift in Ja- 
panese sourcing of natural rubber pur- 
chasing to Malaysia (REVIEW, 29 Dec. 

'783) and in recent years tried without 












much success to induce the Japanese to 
accept more payments in Malaysian 


dollars. Malaysian officials, in com- 
mon with their Asean colleagues, have 
also voiced disappointment, at the “in- 


significant impact" of Japan's recent |; 


tariff cuts on Malaysian exports. 

An interesting glimpse of Malaysian 
perceptions of the Japanese was pro- 
vided in November 1983 by a Japanese- 
commissioned Survey of Public Opin- 
ion Towards Japan in the Asean Coun- 
tries. The privately researched sample 
of 900 literate Malaysian adults 


showed some of the highest positive 
perceptions of Japan as a “technologi-. 
cally advanced state," of the Japanese 


as "industrious people" and it showecl 
an increase in Malaysian perceptions 


tation and performance appear wide, 


and even generous incentives (mainly 
tax write-offs) in the 1982 and 1983 


budgets have not done much to lift 
business. Some sogo shoshas have re- 


cently asked for further protection, but 
Mahathir has asked for results first. 
Sources say it all boils down to a 


reluctance by shareholders to transfer 
-current business to their trading arpas, 


most of which are under-capitalised. 
Another, more fundamental defect, is 
limited room for new market develop- 


ment even for Malaysia's manufac- 


tured exports, much of which still are 
dependent upon well-entrenched pur- 
chasing from various overseas firms, 
particularly in the fast-growing elec- 
tronics industry. To top it all off, the 
conglomerates are, according to well- 
informed sources, afflicted by mutual 
suspicions among shareholders and by 
some firms’ reluctance to join the 
schemes — the determination of the 
Sarawak Economic Development 
Corp. to stay out of one planned group- 
ing (REVIEW, 26 Jan.) is a case in point. 





ompanies. 
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NPK type 27-13, 5-0 
NPK type 13-27-13 
NPK type 22-11-11 
NPK type 16-16-16 
NPK type 22-22-0 
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igns of gradually disentangling i t- 
from the pros and cons of Japanes se 
estment in Malaysia or the trade de :- 
. Deputy Agriculture Minister Go h 

























ill help Malaysia enter an era of eco - 
omic take-off, noting that Malaysia’ s 
idustrialisation will “resolve the 
ommunal problem once and for all.” 

































ademic Kua Kia Soong has asserted: 
e Malaysian Government's current 
ice on heavy industry to emulate 
lapanese economic structure is 
ture." 

ething is clear: theofficial Japan- 
sstablishment ‘will breathe more 
y when Mahathir begins to tone 
the rhetoric extolling the virtues 
panese industrialism. The Japan- 
ometimes worry that their pros- 
ts in Malaysia may be tied too 
sely to the success of the Look East 
icy and they fear that the policy it- 
F may be hostage to Mahathir's poli- 


al fortunes. 





































































































1983, Japan's Kyoto University. 
rveyed Japanese managers opin- 
of Malaysian workers. On punctu- 
ty, just 19% gave Malaysians a good 

ig while 60". scored average and 
95 poor. For care taken in their work, 

“5% gave Malaysians a good rat- 
ig; 48% scored average and 47% poor. 
t one manager gave the Malavsian 
workers a good rating on ability to 
adapt to changing situations while 
74% described Malaysians as “not very 
adaptable." Similarly, not one man- 
ager felt his workers were prepared to 
subordinate personal interests to those 
of the company. It added that "their 
work ethics do not fit into modern in- 
Also in the area of labour discipline, 








ive, stable and  non-job-hopping 
vorkforce collides in Malaysia with 
abits of thinking that see jobs, par- 
icularly for educated bumiputras, al- 
most as guaranteed. "An expanding 
economy also created the idea that job 


‘should be possible and are even desir 





apanese inves st- Kual 








apan, he wrote, can. best teach - 
alaysia "the spirit of competitive- ` 
ss." On the other hand, Malaysian 


sources said the notion of a competi- 


mobility and frequent career changes. 
















he South Korean dimension to Ma- 
laysia's love affair with East Asian 
industrial models is very much intact. 
South Korea has established a pre- 
sence in selected areas of Malaysian 


enterprise and offered its industrial 
experience for instruction — an ex- 


perience which many feel is as useful 
as Japan's. | A 
Two-way trade has grown quickly 
over the past three years since the Look 
East policy emerged as a government 
guideline. Data from the South Korean 
authorities show overall trade volume 
climbing from US$655.4 million in 
1980 to slightly more than US$1 billion 
in 1983. South Korea buys rubber, 
timber, petroleum, palm oil and tin 
from Malaysia, selling iron bars, 
machinery, textiles and some electro- 


. nic components. 


Constituting only about 2% of 
Seoul’s global trade, the balance of 
merchandise flows favours Malaysia: 
in 1983 it sold US$777.2 million while 
importing only US$226.6 million from 
South Korea. By comparison, the de- 
ficit in 1980 was US$287.6 million in 
Malaysia's favour. Although the figures 


apanese managers see in workers’ attitudes 
n uneasy parallel with the English disease 


h.abits such as these do not fit easily 
with the rigours of Look East — such 
as Matsushita Industrial Corp.'s Ma- 
laysian plant starting each day with 
exercises, the company song and a 
recitation of the company pledge. ~ 
Some employers confided that the 
Look East campaign — as it applies to 
the overall workforce — seems gener- 
ally aimed at Malays and perhaps, too, 
at the Indian community. Many of the 
work habits prized by Prime Minister 
Datuk Seri Mahathir Mohamad (dili- 
gence, long hours and competitive- 
ness), are present in the Malaysian- 
Chinese community, albeit without 


perhaps the sense of corporate enter- 


prise and individual subordination to 


group effort characteristic of the Ja- 


panese. 


If the primary thrust of Look East is 
aimed at changing the Malays (and the 


government is silent on this point), 
some ask why Islamic attributes can- 


not be emphasised instead of Japanese 
ones, Yet the prime minister has made 
it clear that he sees no contradiction 
culeation. 
iociety — |. 








between looking East and i 
of Islamic values throughou' 


























































look less commanding when invisible 
payments (chiefly freight and insur- 
ance) are included, Malaysia's surplus 
appears set for some time. South Ko- 
rean requirements for natural rubber 
in particular — reckoned to reach 







million > | 
Penang) and Daelim (working on natu- 
ral-gas and runway-extension projects 
in East Malaysia), have carved a slice 
of Malaysia's somewhat faltering con- 
struction market. . | : 

One Malaysian bank, Bank Pemban- 











MALAYSIA-SOUTH KOREAN 
TRADE 






(US$ million) | 
Exports to 
Malaysia 
Imports from 
Malaysia 






383 | 472 | 643 - 


Source: South Korean Government. 


a viewpoint that some government 
backbenchers have on occasion failed 
to grasp. | ME 
Other elements of the. Japanese 
model — such as emphasis on continu- 
ous training and on starting from the 
bottom up — may take along while be- 
. fore adoption at the Malaysian work- 
place. A senior vocational-education 
specialist told the Review that he sees 
little sign that government and indus- 
try have begun to collaborate more ef- 
fectively in manpower training and 
planning, and engineers returning 
from studies abroad are rarely asked, 
Japanese-style, to begin work in fac- 
tories at a low level to learn about the 
enterprise’s functions. | 
Meanwhile, the government cam- 
paign for in-house unions, another 
facet of looking east, has had some re- 
sults. According to the official Labour 
and Manpower Report 1981-82, in- 
house unions made up almost 47% of 
all trade unions in Malaysia, and con- 
tained slightly more than 150,000 
members — a quarter of thetotal union 
membership. Most in-house unions 
(now 133) were found in the public sec- 
tor, but private-sector in-house unions 
(36 in number) made up almost 25% of 
all private-sector unions. Quality and 
control circles, much favoured by the 
prime minister as a way to lift public- 
. service efficiency, have also grown in 


number to 300-350.  —JAMESCLAD .— 

















































pp i 
a -venture — — thus cutting 
down on the foreign-funds element for | 
South Korean entrepreneurs — and a 
novel, quasi-barter deal (petroleum for - 
navy ships) has been arranged with 
Korean Shipping and Engineering © 








Confucius vs 





Look East brings cross- 
cultural conflicts as Malaysian 
students flock to South Korea 


By Shim Jae Hoon in Seoul 


ramatic growth in the number of 
"Malaysian Government officials, 


students,  businessmen, 


engineers, 


technicians and other skilled workers | 
coming to South Korea over the past |- 
indicative of Seoul's 
broadening relations with Kuala Lum- 
pur. Malaysian sources here conclude. 
Seoul's role has been more successful | 


two years is 


than they had expected. 
"With help from the private Bor 


the South Korean Government has of- 4 


fered five categories of educational 
and training programmes to meet 
Kuala Lumpur’s needs and embracing 
degree courses at colleges and univer- 
sities, on-the-job training for techni- 
cians and construction engineers, ad- 
vanced managerial courses for busi- 
ness people and seminars on economic 
planning. | 


Barriers stemming from language — 


and different ways of approaching 
work are still formidable, especially as 
most Malaysians, except for students 


keep coming is proof that, despite oc- 


and other skilled workers were taken 
in by the private sector in. 1982, and 
. 183 last year. 









ese for high-speed growth] w 
noring! more appropriate South 
rean c oncepts — such as the sae 
undun;g, in which cotta ge indus 
group together to supply mater 
larger downstream enterprises, 
univers ity économist tolal the REV 
Overall, Seoul’s profile in Mala 
will rer iain much lower t han Toky 
— for th. e simple reason thait credit Ww 
continue to be tougher to procure f 
South K orean participation than for 
Japanese . | 





" NE | notably a ce- 
ment venture in Perak) re- 
mains limited to relatively 
small glass or textiles ven- 
tures. 

During Prime Minister 
Datuk Seri Mahathir Mo- 
hamad’s South Korean visit 
in 1983, he received pleas 
for more construction work 
from an industry coping 
with a pronounced slump 
in orders (remittances from 
South Korean construction 
firms abroad fell an esti- 
mated 47% in 1982). While 

large project possibilities 
seem unlikely (in line with 
dramatic cuts in develop- 
ment expenditure announ- 
ced by Malaysia in 1983), 
small enterprises — such as 

Young Dong' S joint venture in Perak to 

manufacture resin or Samick's agree- 
ment with the Pahang state govern- 

ment in Peninsular Malaysia to build 
prefabricated houses (Samick also has 

a M$72.5 million housing-parts fac- 

tory in Kuala Lumpur) — continue to 

attract attention. 
Some Malaysian analysts here think 



























































spend only a short time in South 
Korea, usually three to six monthsata | 
time. 

The Confucian concept of a highly 
hierarchical society — in which people 
readily accept the authority that a job 
title carries — is not as readily ap- 
preciated by Malaysians. Malaysian 
trainees at construction sites or shop 
floors, for example, feel insulted if 
shouted at by their South Korean 
supervisors. | 

But the number of new trainees who 


| Exhibit: April 23—30, i 
Exinbitor' s. Deadline: December 2» 
















casional hiccups, the collaboration is 

working well. In addition to 41 stu- 
dents taking degree courses at the elite 
Seoul National University and other 
colleges, 143 technicians, engineers 

















¥ TOKYO : 
You afe cordially iny 


to join businesses and 
& jovernments from around the: 
we orid, and participate in the 16! 
Toky "o Intemational Trade Fair. Quit 
last time around, over 2,000 con® 
panie S from 45 countries exhibited 
nearly everything imaginable, fiom 
food and dri. nk to the latest in high t 
nology, for over half a million visit 
This year, the 3 Trade Fair Commissiom: is 
trying even ha; ‘der to increase the flow. of 
imports into. Japan, and to make As as 
largest trade shc w an even bigger Success. 
So reserve your di: 3play space today, and get 
ready tó meet some new customers. 








Taking them are large business 
groups such as Samsung (the electro- 
nies. giant), Hyundai (construction), 
Ssangyong (cement) and 14 others. A 
group of 15 small businessmen in 1983 
went through a 10-week programme, 
while-10 director-level officials took 
the Development Strategy Course of- 
fered.by the Korea Development Insti- 
tute, an official development think- 
tank. 

Some engineers or technicians, al- 
ready highly trained, have complained 
of the low: level. of technology given | 

ut the biggest problem, as per- di 
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Garden under the sea 
Japan looks to new marine techniques to 
increase scarce resources and boost exports 





ceived ty South Koreans as well as 
others, is applying in Ma'laysia what 
they ha ve experienced her e. At Ssang- 
yong, f or example, the tr:ainees' daily 
progra mme begins at 6:7;0 a.m. with 
"revei Ile." Jogging and co mpany calis- 
thenic:s — sometimes acc ompanied by 
the si aging: of company songs — is fol- 
lowec i by making beds an d cleaning up 
the d ormitory. Class, lun ch, class, sup- 
per, class review, class panel discus- 
sion : it goes on until 10: 30 p.m., when 
the lights go out. This a Imost military 
regi men partly explains South Korea's 
rap id industrialisation over the past 
tw! > decades. 


^an so spartan a Sy'stem be easily 

Ptransplanted in Mal aysia? Probably 
not. “But... we're zit least offering 
t! aem a chance to gains jome insight into 
Fiow we organise our business," said 
tne South Korean off icial. Within the 
South Korean Gover! ament, however, 
these finer points are sometimes over- 
looked by policy pla:aners, who react 
enthusiastically to Malaysian Prime 
Minister Datuk Seri Mahathir Moha- 
imad's policy: in Look East they readily 
identify a chance to transfer their 
‘development philoso] shy — and an oc- 
icasion to set themsel res apart from the 
Japanese, whom the' y regard as being 
niggardly in sharing ; technology with 
others. 

There are self-sers sing interests, too: 
not only is Malaysia | a major raw-ma- 
terials supplier to S outh Korea, it also 
is a US$579 million construction mar- 
ket. "When consti uction companies 
offer training prof rrammes, they au- 
toimmatically assum e the [Malaysian] 
government [will] give them con- 
tra cts," complaine d one Malaysian of- 
ficial here. But toy participating in 
Look East, local entrepreneurs are 
coming to terms w' ith economic reality: 
they must give so! nething in return in 
order to retain an d expand their mar- 
kets; in other cour itries. Under a bilat- 
eral agreement si gned in 1983, South 
Korea hopes to continue its newly 
forged collaboriation scheme until 
1986. o 
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W hile Japan already returns the 
world's largest fishing catch and 
possesses a powerful shipping industry 
and a large merchant fleet, future 
ocean developments will depend on 
radically different technologies. As a 
country poorly endowed with natural 
resources, Japan is looking outwards 
from its mountainous home islands to 
its “garden,” the 200-mile exclusive 
economic zone and beyond, for the fu- 
ture. 

Strong institutional support, from 
both government and industry, for re- 
search and development of marine 
technologies is channelled via so-call- 
ed third-sector organisations such as 
the Research Institute for Ocean Eco- 
nomics and the Japan Ocean Industries 
Association. 

Japan also has an eye to projects in 
which new technologies are created for 
export. It has meagre prospects for 
offshore hydrocarbons and no signifi- 
cant source of uranium (less than 1% 
of demand) for nuclear fuel. Interest in 
new marine-energy technologies such 
as ocean thermal energy conversion 
(Otec) and wave energy is therefore 
strong. Each has both domestic and ex- 
port components. 

The Otec concept was first suggested 
more than a century ago, but commer- 
cial interest only took off in the 1970s. 
It is a technology capable of exploiting 
the temperature difference between 
the warm surface waters of the ocean 
and the cold, deep-bottom waters to 
produce energy in the form of electric- 
ity. In its simplest form, an easily 
volatilised working fluid such as am- 





By Glyn Ford and David Little in Tokyo 


monia or freon is alternately vaporised 
by the warm water to drive a turbine, 
and then condensed via heat exchan- 
gers by the cold water pumped from 
the ocean depths. 

A minimum 20°C difference be- 
tween warm and cool waters is re- 
quired, which limits the Otec resource 
to certain areas of the tropics. Otec is 
therefore an energy technology that of- 
fers sustainable, base-load power for 
remote tropical islands with no indi- 
genous energy supply. It has been ac- 
tively developed by a number of coun- 
tries, notably the United States, 
though its 200-mw. projects have suf- 
fered a crisis of confidence recently 
from gloomy economic forecasts and 
reductions in research budgets by the 
administration of President Ronald 
Reagan, which claims the technology is 
commercially viable and therefore up 
to private industry to develop. 

In Japan, government and industry 
have been pursuing a number of pro- 
jects with different but complemen- 
tary technological goals. Industry has 
concentrated on shorter-term techni- 
cal and commercial prospects, de- 
veloping the more conservative form of 
the technology — the small-scale (less 
than 40-mw.) land-based option. This 
avoids many of the problems with 
floating structures associated with 
offshore plants, but means that the ini- 
tial scope for markets, once the tech- 
nology has been developed, is re- 
stricted. 

Remote island sites, where energy 
prices are at a premium, are the prime 
market for Otec, and a consortium of 
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Bd 40% of codi: Shimizu. Coa E 
struction Co. was responsible for the | 
cold water pipe (CWP) and general 


construction, while Toshiba designed 


the power system and operated the | 


plant. 

The pilot-plant operation produced 
a net energy production one-third 
above target. There were no major 
problems with biofouling of the heat 
exchangers, yet at a latestage the rup- 
turing of the CWP below-the surf-zone 
has delayed a commitment to build a 
commercial plant. A redesigned pro- 


posal has been completed in which the | 
CWP will be replaced by twin bored 
tunnels from the Otec site-on land toa 


depth of 800 ms. This will avoid the 


problems with the CWP. At the same 


service in a dynamic 
economy is the 
winning combination 
that assured our 
growth into a city. 
bank of Japan. 
And now we're 
developing into 
an international 
financial complex. 
Perhaps more than 


on the Japanese 


Friendly and efficient - 


Tol ei 
boost: Otee edu 
waste heat from a diesel-power station 
island of To- 
kunoshima to enhance the tempera- 


ture of the warm-water intake. This 
twinning of conventional and Otec 


power plants reduces the costs and 


problems of Otec construction, since a 


shallower CWP is required. The test 
plant is currently operating satisfac- 


| Mori if without publicity. 


Ls "he Japanese Government also has a 





: | limited programme within the giant 
National Sunshine Project devoted to 


| the promotion of solar energy in gen- 


eral. The project, based at the electro- 


. technical laboratory of the Agency for 


Industrial Science and Technology in 








8 to! with the knowledge that the Ote 
: by using the 


waters. 
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source, that is the temperature di 
ence, is marginal n most Japa 





Japanese interest in Otec is 
under the aegis of the Engineers 
vanced Association of Japan, a | 
heavily involved with the promotio: 
export technologies — an indicatior 
how Otec potential is now PEE PF 
cipally viewed i in J em 
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whereby energy is generated by an air 
current pumped by the vertical move- 
ment of the waves. Results of sea trials 
using a floating barge have been prom- 
ising and it is intended that the tech- 
nology be commercialised for an island 
site. In addition, research on port and 
harbour design has led to some work 
on tapping-off the energy normally 
dissipated by sea defences, while other 
work is being pursued in Hokkaido for 
a pendulum system for producing 
energy. 

Connected with Japan's energy con- 
cerns is the programme for the extrac- 
tion of uranium from seawater to fuel 
Japan's burgeoning nuclear-power in- 
dustry. The desire for long-term inde- 
pendence of supply has meant that 
the Metal Mining Agency of Japan 
(MMAJ) has funded "entrusted" re- 
search with private corporations 
through a research centre. The tech- 
nology to remove uranium from the 
sea, where it is found in extremely low 





concentrations (three parts per billion) 
but in enormous quantity, is far from 
new. 


he Japanese, starting in the late 

1970s, have focused their research on 
the development of sorbents — the ac- 
tual substances that remove uranium 
from seawater. In the mainstream of 
the government programme, the Asahi 
Chemical Industry Group, a subsidiary 
of Mitsubishi, has been working on 
titanium-dioxide sorbents, and sup- 
port research into the use of this sub- 
stance in activated-carbon beds has 
been carried out at the government 
research institute of Shikoku. Other 
sorbents under review include 
amidoxine resins, titanium sulphate 
and biological concentration using the 
alga chlorella and fungus strep- 
tomyces. 

A research project funded by the 
Ministry of Education is supporting 
fundamental studies in a wide range of 
universities, including those of Tokyo, 
Hiroshima, Kyoto and Kumamoto, and 
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Miazaki Medical Np et projected 
expansion in 1984, to a funding level of 
US$200,000, is anticipated. A pilot 
plant in Shikoku which will cost ¥3.2 
billion (US$14 million) funded by the 
MMAJ, was started in 1982 and is sche- 
duled for completion in 1985. This will 
pump about 40 million litres of seawa- 
ter each day through a bed of titanium 
oxide to yield 10 kgs of uranium a year. 
The long-term plan is for a vast, 1,000- 
tonnes-a-year plant to be run commer- 
cially. 

Uranium produced this way cannot 
compete with land-based production, 
though it has been suggested that it 
might be profitably combined with a 
wave-energy or Otec system. Uranium 
extraction from seawater tests have al- 
ready been conducted in conjunction 
with the kaimai system. But the Japan- 
ese seem willing to pay a significant 
premium to guarantee at least some 
domestically assured supplies, espe- 
cially since nuclear-power costs are re- 


latively insensitive to the price of 
uranium. 

The stimulus for research and deve- 
lopment into uranium extraction is 
based on energy rather than resources 
policy, but Japan is also a forerunner 
in resource, particularly mineral, ex- 
traction from the sea. Its interest and 
activity in deep-sea mining of man- 
ganese nodules has recently been re- 
ported (REVIEW, 29 Mar.), but Japan's 
interest extends to the exploitation of 
the more recently discovered deposits 
of polymetallic sulphides. Formed es- 
sentially from deep-sea (two-to-three 
kms) volcanic activity along the 
spreading centres of the earth's tec- 
tonic plates, the deposits contain var- 
ied quantities of zinc, silver and other 
metals. The technology for extraction 
is, as yet, unavailable but would be 
based around a soft-rock mining ope- 
ration. 

Polymetallic sulphides were first 
identified in Japan's "garden" about 
70 kms off the coast of Cape Hemashi 
in Aomori prefecture during surveying 


by Jamstec in September 1983. Initial 


feasibility involving a number of ship- 
building companies along with 
Sumitomo Metal Mining, Mitsubishi 
Metal, Mitsui Metal and government 
agencies has taken place, and plans are 
being made to move to the next phase. 
The objective would be a major explo- 
ration of the back arc of the Ogasawara 
islands, just to the north of the US 
Northern Marianas, where interest is 
also high. 


Ap from energy and resources, 
there is another area of marine tech- 
nology were Japan has an indisputable 
lead — the construction of large, shal- 
low-water, artificial islands. The 
prime motive is physical, since Japan is 
extremely overcrowded and space is a 
valuable resource. The first artificial 
islands, built for economic purposes, 
served little more than to house venti- 
lation shafts for mining under the 
Ariaki sea. Modern designs typically 
incorporate a “total community con- 
cept.” Port Island near Kobe, since its 
construction by landfill from the 
Rokko mountains, now has 20,000 per- 
manent residents with a corresponding 
infrastructure and is among the 
world's leading container ports. 

Tokyo Bay is now crowded with 20 
or more of these islands, with more 
under construction. They have been 
built for a multitude of reasons, from 
leisure to manufacturing and services. 
In terms of new artificial-island pro- 
jects, momentum is coming from Miti, 
the Ministry of Transport, the Keidan- 
ren (Federation of Economic Organi- 
sations) and the Kozai Club, an associ- 
ation of steel makers and trading firms 
that handle steel. In particular, the 
construction of large offshore islands 
for conventional (especially coal-fired) 
and nuclear-energy plants is planned. 

A large consortium of companies is 
supporting a joint Ministry of Agricul- 
ture, Fisheries and Forestry and Miti- 
initiated project for developing 
Kashamanda, a projected artificial is- 
land, as a site for a nuclear-power 
plant. The idea is to produce 10 million 
kws of power and to integrate large- 
scale aquaculture. It is planned to use 
the thermal waste for hatching and 
nursing fish and shellfish, as a basis for 
exploiting the protected area between 
the mainland and the constructed is- 
land. It is estimated this area could 
yield 100,000 tonnes of fish and 
shellfish if large-scale ponds were con- 
structed. 

Most futuristically, a scheme is 
under consideration to construct a 
major new floating artificial island, 
just outside Tokyo Bay. This envisages 
a steel-fabricated island the size of the 
area of Tokyo city encircled by the 
Yamanote railway line, catering for a 
population of 100,000 people and ser- 
viced with the latest in mass urban 
transport, optical-cable communica- 
tions and a value added network. If 
this is built, the future will be here. J 
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rooms in the Goodwood are just as tastefully decorated and 
spacious. 

The Goodwood has ten restaurants (offering Continental 
to Japanese cuisine) and cocktail lounges, two pools to splash 
in and six hectares of gardens to wander through. All this in 
the heart of the city. Sounds exactly right 
for you. $ 









Rank HOTEL 


TIMELESS ELEGANCE 
22 Scotts Road, Singapore 0922. Telex: RS 24377 GOODTEL. 
Cable: GOOD WOOD. 
(e GOODWOOD PARK * YORK HOTEL * LADYHILL * 
— BOULEVARD HOTEL SINGAPORE. 
Reservations Worldwide: Kina (Ë) Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline, 





WWE Kojo Tanaka BCL 


The 


Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWLF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWE needs money - your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Taking Pakistan to the world... 





„and the world to Pakistan. 


Ancient skills thrive in the rural areas 
of Pakistan. Budding sportsmen 
aspire for world titles ... and win. Trade 
and commerce flourish. Massive 
engineering works nourish modern 
industry. Pakistan is a land bustling 
with enterprising people. 


Visitors to Pakistan prefer to fly 
PIA —an international airline with 

a distinct national identity. PIA 
operates a modern, wide-body fleet 


to major cities in four continents. 


On your way to Pakistan or elsewhere, 
discover an airline that's truly 

a show-window to an enterprising nation. 
Fly Pakistan International. 


— MR 


Great people to fly with 


Shedding new light on the energy crisis. 


s 
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L4 Lodi 
ill T TE 


More and more utilities are turning from the expense 
and the unsure supply of oil to plentiful and less expen- 
sive coal. Open-pit mining of lignite, for example, calls for 
wide experience in the design and construction of reliable 
excavating and bulk handling facilities. Here again, Krupp 
is in the forefront with the needed technology. 


Dependable bucket-wheel excavators, stackers and 
reclaimers from Krupp provide the basis for the effective 
use of low-cost lignite as an important source of energy. 
Our largest bucket-wheel excavator - 650 ft. long 

and 260 ft. high - efficiently digs 315,000 cubic yards of 
lignite day after day after day. Miles of high-speed belt 
conveyors handle these huge amounts of overburden 





at the mine site while others deliver lignite to the neighbor- 
ing power plant, all with significant economies. 

Engaged in industrial plant design and construction, 
mechanical engineering, electronics, steel, shipbuilding 
and international trade, Krupp offers innovative 
technology and engineering worldwide that can serve as 
a beacon to future growth. 

Can we lighten your burden? 


For further information please write to: 
Fried. Krupp GmbH, StA VE/W, 
Altendorfer Strafe 103, D-4300 Essen 1. 


Krupp. A tradition of progress. 


& KRUPP 


Dont do business in Australia without talking 
to the Commonwealth Trading Bank. 


Australia is a vast and complex marketplace | advice on investments, markets and opportunities. 
-hat requires a great deal of understanding. All of which suggests that before you set foot 

And nobody could be in a better positionto in the Australian market, it makes good sense to 
zive you a knowledgeable introduction to it than talk to the Commonwealth Trading Bank. 


he Commonwealth Trading Bank. Together we'll map out your future plans. 


twork of 1200 b h 
he — — — COMMONWEALTH TRADI NG BANK 


Placing us perfectly to provide expert OF AUSTRALIA. 


or further information contact: Mr Bob Storr, Chief Manager, Suite 2204, Level 22, Raffles Tower, 50 Raffles Place. Singapore 0104. Telephone: 224 3877. Telex: RS20920. 
Ar Geoffrey Gill, Chief Representative, 709-712 Tower II. Admiralty Centre, Hong Kong. Telephone: 5-28 6441. Telex: 60466. Mr Bill Holdsworth, Chief Representative, 
uite 1805, North Tower, Yurakucho l-Chome, Chiyoda-Ku, Tokyo 100, Japan. Telephone: (03) 213 7311. Telex: 28167. Offices also in London, New York and Los Angeles. 
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etm City of London is undergo- 
ing changes, some of which will rub 
off on investment in Asian markets. 
The Americans, as well as certain 
British companies, are busy buying 


up stockbroking firms, or as much of 


them as they are currently allowed. 


British stockbrokers are willingly | 


taking the money. All this is con- 


nected with a change in the way thè- 


brokers do their business. Until re- 
cently they have been allowed only to 


act as agents for their clients. In the- 
future they are going tó be allowed to 
own shares themselves. Hence their 
need for more capital — which the 


Americans and others may provide. 
The relevance of this to Asia is that 
British brokers, who form thelargest 
segment in the region, will in many 
cases become part of international 
financial supermarkets. The process 
has begun already. Vickers da Costa 
is now nearly 30% owned by 
Citibank, Hoare Govett is part owned 
by Security Pacific and Rowe and 


.| Pitman by Charter Consolidated. The 
^| profit centres that the big boys seek 
are brokerage businesses in Asia — | 


and Tokyo in particular. Citibank's 
main interest in Vickers da Costa was 
that this British broker (with a typi- 
cally un-British name) happened to 
have the rare commodity of a Tokyo 
Stock Exchange broker’s licence. 
There is a certain irony in all this. 
The special trust which has been put 
in British stockbrokers and invest- 
ment managers in Tokyo was partly 
due to the fact that they were gener- 
ally independent of each other. In 
their self-advertising, they have even 
been known to hawk round articles 
describing the corruption in the Ja- 
panese stockmarket, suggesting (with 
some justification) that they are free 
from such taints. But if they all 
become part of financial supermar- 


kets, they will have some of the same 


kinds of conflicts of interest as the Ja- 
panese broking firms, specifically: 

» The incentive to persuade clients 
to accept shares which the supermar- 


ket buys but then decides it does not 


want. 
.» Worse still, the temptation to put 
such shares into discretionary ac- 
counts or managed funds. This is call-- 






: The financial scene in the 










ors would be wise to stick to those 
institutions. which remain indepen- 
dent. Stockbrokers should not be 
fund managers and vice versa. If the 
foreign brokers in Japan and else- 
wherein Asia cease to be "pure," they 
deserve to lose business. 


=": The current general shake- 
/out in stockmarkets has 


ee a a org 





| see : 

11%, Singapore 12% and Australia 
15% since it began. The top fund 
managers in London remain calm for 





the time being. They have generally - 


sold shares in Japan and point with 
some satisfaction to the liquidity they 
have there. The bullish argument 
mounted in London is that the 
frightening tensions in the American 


economy are absent in the economies |. | | air 
jof Jardine Matheson, was meet 


of the major Asian stockmarkets. 
According to this line, the United 


States is in big trouble with its. 
| budget and current-account deficits. 


| The country has been living on bor- 
| rowed time and will very soon be 
| brought to account. But while the 





| business cycle is exhausted in the US, 
it has further to go in Asia. The Asian 
economies have, with some excep- 
tions, current-account surpluses and 
reasonable budget deficits. So while 
the American bull market is over, the 
Asian one is just pausing for breath. 
Asian markets should gain strength 
from money fleeing the US. 

Despite its virtues, this view seems 


to gloss over too many uncomfortable | 


facts. Japan has a growing budget de- 
ficit of its own, which might well lead 
to a raising of domestic interest rates. 
The Japanese and Singapore 
stockmarkets are both at very high 
levels on fundamental grounds. The 
Singapore property market is in a 





And the Hongkong market . . . well, 
Hongkong is a political market. 

But more important than any of 
these particular objections is the fact 
that these major world stockmarkets 
are moving together. If Wall Street is 
going to keep descending, it will be 
increasingly difficult for Tokyo or 
Singapore to move up. It is rather as 
used to be said of individual stocks in 
. a bear market: the good ones go down 
. With the bad. The best hope of mak- 
| ing money now is to go for those 
stockmarkets such as Taiwan's which 
have very little international invest- 
ment and where foreign access (via 
special trusts) is improving slowly. 


dirae: 








n Hongkong down 22%, Japan ` 


bad cyclical glut. The Australian 
market has a bearish-looking chart. 





— London has recently been 
se full of senior executives | 


| tate to sell off right now. Buyers have 


| their money down, then Singapore 


.| ces say. In August 1983, an external 


| explaining themselves. Three oft 


year of 38p and Pegi Malaysia canno! 


SOOTNA e ennan — —— — — i 


Matheson in a recent debate on 


| the sinking ship and spoiling the Bri- 


| to London sources. The twin towers - 


central business district, between 


old Far Eastern trading compani 
have got into trouble one way 

another. At the annual general meet. 
ing of Dunlop, shareholders object: 

to the £137,400 (US$190,600) golden. 
handshake given to former chairman | 
Sir Campbell Fraser on the grounds 
that he had "failed to deliver the 
goods." The shares are at a low for the 





be too thrilled with its 26% stake. 

Meanwhile, round the corner, th 
chairman of Inchcape, Sir David O 
was recently trying to explain h 
his Thai Motor subsidiary mana, 
to lose a massive £30 million in 1983. 


clients of merchant-banking jo 
venture Jardine Fleming to pacil 
their anger at being sold stock in Jai 
dine Matheson by Jardine Flemi ig 
not long before the share-price-hit 
ting move to Bermuda was an- 
nounced. Simon's line was that the 
fortunes of Jardine and sister com 
pany Hongkong Land would hav 
been even worse but for Keswick in 
tervention. His audience's reaction 
was to wonder how much worse 
things could possibly get. aM 
As if this was not enough, British 
MPs took a few swipes at Jardin 









Hongkong. The gist of the criticism 
was that Jardine was a fat rat leaving. 















tish Government's cosy relations. 
with Peking into the bargain. But it 
is easy for British MPs who do not 
have anything at stake to sneer at the 
precautions of those who do. | 
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=< In the face of the Singapor 

MME property glut, Singapore 
Land has been trying to find a buyer. 
for the huge development of 750,000 
sq. ft called The Gateway, according 
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which are due to be completed by the 
end of 1986, are outside Singapore's < 









Beach Road and Nicholl Highway, - 
and perhaps not the easiest bit of es- 














not been rushing to take it up but the 
latest word is that two American 
banks are in talks to buy it. If they put 












Land may not need the rights issue. 
that was otherwise on the way, sour- 












tion of S$293 million (US$140 


— 
million) was put on the developmen 















: ‘dieal n move, long-expected but 
wrcibly delayed, Philippine Presi- 
at Ferdinand - Marcos has 















une, the peso was devalued by 
.2296, from P14:US$1 to P18. Other 
yolicy measures were decreed to fulfil 
)udget-revenue and monetary los 


























oreign- -exchange - trading was 
halted following the 21.4% peso de- 
tion.on 5 October 1983 and the 
ing foreign-debt moratorium. Re- 




















Tharp in Tokyo . 


er an all-night meeting with 
iited States negotiators in Rome, 
ò Sakai, head of the Japanese 
stry of Finance. (MoF) interna- 
finance bureau, told a colleague 
vas worried. Suggesting that the 
anese Government had conceded 
much to the Americans on capital- 
ket liberalisation, Sakai said he 
as if "I have jumped from the 
mizu Temple [in Kyoto] or from 
gon waterfall [at Nikko]." 
1.50, the contents of the 66-page 
ort.on the agreement reached as a 
t of the meeting fail to justify the 
is of the administration of US 
sident Ronald Reagan of a major 
eakthrough with Tokyo on the issues 
en internationalisation and market 
egulation. 
n just decided that since it 
'uldn't get all it wanted from the Ja- 
panese, they would call whatever they 
of a big victory," said one foreign 
anker in Japan. “It S really not a very 
nerous document. " 

























































































































the result of high US interest. rates 
cit. However, the Treasury Depart- 
mnection between budget deficits 
terest rates are significantly influ- 
snced by a number of factors, includ- 
ing monetary policy and inflation ex- 
pectations. 

Vice-Minister of Finance Tomo- 


j that interest-rate differentials be 


set. 
mechanisms for refloating the peso. On 


ught in a tsunami 
officials wonder whether Japan has conceded 
R to the US over financial reforms 


"The Reagan adminis- 


In the report, the MoF repeated its - 
ntention that the strong US dollar is. 


which are related to the US budget de- 
nt said: “There is no demonstrable | 


ad interest rates," pointing out that 





u Oba told foreign reporters on 29 | 


scheduling talks with foreign bankers 


over the country's US$25.6 billion debt | 
` were suspended in January following 
the discovery of an overstatement of | 


foreign-exchange reserves: 





| by 
US$600 million and the skyrocketing 


84% increase in currency in circula- 
tion during the last quarter of 1983. 
Those discoveries also delayed cru- 
cial talks with the International 
Monetary Fund over a 615 million spe- 
cial drawing rights (US$645.7 million) 
standby credit, which would accom- 








tween the US and Japan were the main | 


factors in the short term which deter- 
mine the yen-dollar rate. "Longer- 
term differences in inflation will de- 
termine the value of the yen," he 
added. Oba also said it was likely the 
yen would depreciate in the short term. 

Among the issues still to be resolved 
are the deregulation of interest rates 


on postal savings and small deposits. 


Oba said the Japanese authorities 
would study, over the next two to three 
years, ways to remove restrictions on 
those accounts. In addition, some for- 
eigners remain confused over the re- 
laxation of rules governing Euroyen 
transactions. For example, from 1 De- 
cember, non-Japanese private corpo- 
rations, state and local governments 
and government agencies will be al- 
lowed to issue unsecured bonds in the 
Euroyen market. 

Qualification standards | require 
prospective issuers to have a rating of 
“A” or better, the same as in the 
samurai bond market in Tokyo. MoF 
officials say they. will relax or abolish 


such. classification standards in the. 
| primary market in 1985, but the im- 
plementation of new standards re-. 
| mains vague, contingent on a credit- 
rating system jointly agreed on by the 


two governments. 


The US also had pushed hard for. 
abolition of the withholding tax on 


earnings by non-residents on Japanese 
deposits and securities, which it called 
“a major barrier to investment by non- 
Japanese in the principal Japanese fi- 
nancial instruments. " The MoF stead- 


r p ymen deficits. 
But attempts to reduce liquidity 
7 partially due to local 
anks' huge overdrafts 
y borrowings from the 






* 


and emerge 


Central Bank of the Philippines, in- 
creased government borrowings dur- 


ing the first quarter and the political 
exigencies of the campaign for the 14 
May national assembly elections. | 
The new. exchange-rate. policy 
should get the IMF talks back on track. 
Prime Minister Cesar Virata is expect- 
ed back in Washington in the week of 
11 June, when a letter of intent out- 
lining programme targets. should be 
finalised — the first step in getting the 
standby loan officially approved. 


tax, and Oba called the Japanese sys- 


so we don’t want to upset. this system 
on domestic bond issues.” There is lit- 









tem “the most advanced in the world; » 


tle likelihood in the future that the tax 


will be removed: 


One of the first ——— pr opelling. | 


the joint negotiations was the applica- | 


tion in 1983 by Nomura Securities and - 


Morgan Guaranty Trust to enter the 
trust- banking business through a joint 
venture in Japan. The MoF effectively 


rejected that application by refusing to 


allow foreign entities approval to tie 
up with securities firms. In the Rome 
report, the ministry permits qualified 
foreign banks to participate in the 
same range of trust-banking activities 
as that done by Japanese banks, in- 
cluding "the establishment of service 
and advisory relationships for the con- 
duct of trust banking business." 
Foreign bankers in Tokyo say that 


provision leaves them uncertain as to 


whether they can participate with 
securities firms in ways other than 
partnership to help the foreigners 
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$$3.3 n new 
loans, of which about half : 
is expected to come from 
foreign commercial banks. 
The new exchange po- 
licy includes a 10% “spe- 
cial excise tax” levied on 
the peso value of foreign- 
exchange transactions b- 
through the end of 1985. Excluded a 
merchandise-import payments: whic 
while limited to government-approvi 
priority imports, are allowed:to be 
nanced by US dollars on a no-qu 
tions-asked basis. This in effect a 
thorises a two-tier exchange system, 
where black-market dollars are cur- 


s ! 











rently bought at a rate of about 


fect, you're talking about 18 months | 


from now before anything happens," 


said one Morgan'Guaranty official... 
Foreign bankers also estimate that |: 
since there are only seven Japanese.| 


trust banks, the MoF will let only seven 
foreigners — all of them likely to be 
Americans — into the business. 


T two governments also agreed to 
study the market in short-term Ja- 
panese Government debt, and the MoF 
said it would notify “within the next 
few months" qualified non-Japanese 
banks about their applications for li- 
cences to deal in Japanese treasury 
bills. However, the treasury-bill mar- 
ket is considered to be at least three 
years away for foreign banks, which 
will also be at a competitive disadvan- 
tage against better-placed Japanese 
banks already in the field. | 
Overall, Japanese banks are expect- 
ed to capitalise on looser regulations 
on Euroyen transactions, but it is still 
not clear whether many transactions 
will actually occur. "Im sceptical 
about how much the Euroyen market 
will expand,” said one Japanese finan- 
cial expert. "There is no artificial mea- 


sure that can stimulate demand." He: 


cited, for instance, the London 
Eurodollar market in five-year certifi- 
cates of deposit, which began in the 
late 1960s. "It took five to 10 years to 


develop that market, especially the 


secondary market," he added. 
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| product for this year, one of the IMF 





| ic stabilisation tax 
on exports. Beginning at 
30% through the end of the 
third quarter, it 


























requirements. S l 


strengthen the cu rrency's value and ul- 
timately help trim the US$20 billion 
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trade deficit with Japan. 








pact on the trade ledgers. The main | 
reason is that the cost of oil and feed- 
| grains, Japan's two biggest imports, 


remain denominated in dollars, as are 


trial exports. “As long as the basic 
price is dollar-based around the world 


+ 


yen [bankers' acceptances] won't have | 


an impact on trade, 
banker. 


* 


Said one foreign 


most crucial by Washington, the MoF 


agreed only to study the American re-: 
quests, if not rejecting them outright, 


as in the case of the withholding tax. 


Moreover, the timing and implementa- - 3 
tion of many of- the concrete steps re- J apan accord and Japanese exports bi 
discretion. Some | com : 
Japanese 
bureaucrats themselves are still trying - 


main. at MoF's 
foreign. bankers -believe 


to understand the meaning of some of 
the report's provisions, preferring to 
gauge foreign reaction before taking 
specific action. | x 






. . costs, visa: 
o own office ov 





seas. 


mediately to help you to: 


FOLLOW-UP on your orders 


loyalty is to you, the client. 





the prices of Japan's. high-value indus-. 














|| The yen did not jump into 
: the international arena 














the l Bu all the detail and complexit 


| on the liberalisation of Japanese capi 


is likely to result, initially at least, in 


You can have your own man in the U.S.A. tomorrow without high establishment 
lays, and all the other hassles associated with setting up your 


International Manager, British, with own office in San Francisco is available im- - 


€ ADVISE on commercial, investment, and other financial matters 
SEARCH for supplies from the U.S.A. E | 
PLACE your orders with selected U.S. manufacturers 


PLAN & PROGRAM your business trips to the U.S.A. 


Over 20 years experience working in Hongkong and other S.E. Asian centers 
assures familiarity with Asian business climate. Remuneration on a time-spent 
basis or a retainer. No payment is accepted from U.S. sources of supply — the 






| Washington has forced the yen ou 
| onto the international stage to begi 


| market and reserve currency with th 
| US dollar, And the administration 6 
US President Ronald Reagan has prov 


| be much more effective in such case 


| 
| 
| 
| ‘Washington had pursued the bila 
Japan. - . $^. peourse,an administration offic al. 
| However, the bankers’ acceptance | * 
| market will offer few advantages for | : 
| foreign banks and will have little im- | 
| had rather cynically masked its desire 
| 


, But the accord might possibly r 
ON ~ f bound against the Reagan administra- 
. On several of the issues considered 


by the end of this year — a presidentia. 
election-year — and it could be exacer- 


sult. - | 







— it was pushed 









By Anthony Rowley and 
‘Robert Manning 


of the United States-Japan acco 


tal markets lies one simple fact: tha 

















sharing the roles of principal Eu 





that backdoor bilateral diplomacy ca 


than a formal multilateral initiative. 
When asked by the REVIEW whi 


&' 


li 


suggested (29 Dec. '83): that the U 


















to force the yen into an internationa 
role with protectionist arguments 
about the problems of a “weak” yen. : 


tion. The US trade deficit with Japan is 
already expected to top US$26 billion 


bated if, as expected, the yen initially 
declines in value as a result of the US 
come even more competitive as a r 


Broadly speaking i this is because the 
freeing-up of Japanese capital markets 


increased capital outflows. One Wall 
Street investment analyst commented: : 

























“US interest rates are keeping 
down. Those borrowing yen to take 
vantage of low Japanese interest rates 
will quickly convert the money back to 
dollars, further driving down the level 
of the yen.” 


White House economic adviser ad- 

mitted to the REVIEW: “There is no 
necessary relation between reserve- 
currency status and appreciation of a 
currency. But the Treasury won't 
admit that." The Treasury, however, 
now admits, in the words of one official, 
that: "This was not an agreement to in- 
crease the value of the yen. It was an 
agreement to open Japan's financial 
markets." And Treasury Secretary 
Donald Regan himself said: "The end 
result will be to make the yen an inter- 
national currency." 

This is a far cry from the much 
narrower terms in which Washington 
originally presented the arguments for 
yen liberalisation to Tokyo. At that 
time the emphasis very definitely was 
supposed to be upon bringing about a 
change in the yen/dollar exchange par- 
ity and thus taking the heat off the 
bilateral trade-deficit issue. 

But if Washington has succeeded in 
achieving wider monetary aims by 
stealth, it is not prepared to be explicit 
about the role it wants to see the yen 
play on the international stage. 
Whereas the US dollar currently ac- 


Mita > a P^ dii. 
ke ad- 





counts for about 70% of total interna- 
tional reserves, the yen represents a 
meagre 4% or so. And the yen still ac- 
counts for only about 10% of the total 
Eurocurrency pool — a fraction of 
what the dollar represents. 

Treasury officials are reluctant to 
speculate on how big the yen might be- 
come in such respects in future, and 
deny having any specific targets. But 
one Wall Street investment banker 
told the REVIEW he expected to see the 
yen become the second most important 


1€»tiVvCb Cuiicuvy ao 
a result of the ac- 
cord, and to see it 
overtake sterling in 
this respect. 

Administration 
officials place the 
greatest emphasis 
on the opening of 
the Euroyen bond 
markets. And guid- 
ance or restrictions 
on the choice of lead 
managers for Euro- 
bond issues will be 
removed. “We have 
no illusion that the 
Euroyen will be as 
large as the Euro- 
dollar market, but 
it will be sizable,” 
one US official 
said. 

Treasury officials see the increasing 
size of the Euroyen market as the key 
to a much larger reserve-currency role 
for the Japanese currency. In addition, 
they note that other steps will expand 
the international holdings of yen, such 
as the fact that, as of 1 June, both Ja- 
panese and non-Japanese banks have 
been able to extend Euroyen loans to 
non-residents, and non-Japanese 
banks have become free of one-year 
maturity limitations in this respect. 

But there is a fairly widespread view 
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POLICIES 


How not to sell drugs 


The marketing practices of pharmaceuticals companies 
emerge as a major issue at a WHO assembly 


By Therese Obrecht in Geneva 


he 37th World Health Assembly 

held in Geneva on 7-17 May pro- 
duced the expected clash of views over 
drug-marketing practices of the 
pharmaceuticals industry in develop- 
ing countries, which generally lack 
legislation on marketing and publicity. 
As a consequence, the establishment of 
a World Health Organisation (WHO) 
code of practice (put forward at the 
31st World Health Assembly at Alma 
Ata in the Soviet Union in 1978), has 
made little progress. 

According to the final statement by 
WHO director-general Halfdan 
Mahler in Geneva, the organisation 
has now put the accent on fact-finding 
and any conceptual approach can only 
be a subsequent development. A resol- 
ution calling for “rational use of 
drugs” and for a meeting in 1985 of 
experts from governments, the 
pharmaceuticals industry and con- 
sumer groups to examine marketing 
practices was opposed by the United 
States, while Japan and West Germany 
abstained. 
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An increasingly vocal group of con- 
sumer associations, led by Health Ac- 
tion International (HAI), which repre- 
sents some 50 consumer groups 
worldwide, is anxious to see WHO play 
an active part in establishing controls 
to curb the sale of irrational drugs and 
to monitor prices in poor countries 
where some 80% of the population 
(totalling 2 billion) have no access to 
primary health care, according to 
WHO estimates. This is despite the fact 
that developing countries spend an 
average 30% of their health budgets on 
the purchase of medicines. 

In a number of newsletters pub- 
lished during this assembly, HAI ac- 
cused the pharmaceuticals giants of 
dumping in the Third World drugs 
considered unsafe at home, but sold 
over the counter to the poor at a price 
which often equals a week's salary. 
Moreover, such drugs often are inap- 
propriate to their needs. 

However, over the past few years, 
WHO policy seems to have moved 
away from the objective of establish- 


ing an international code of practice. 
At a WHO executive meeting held in 
Geneva in January, a proposal for such 
a code was withdrawn. WHO does not 
have any authority to enforce a code on 
the private industry worldwide, but 
the lack of enthusiasm shown by the 
big five (the US, France, Japan, Italy 
and Britain), which contribute 50% of 
WHO's funds and control 75% of the 
multi-billion-dollar pharmaceuticals 
market, has undoubtedly helped to 
tone down WHO's ambitions. 

Mahler said that “[WHO] is nothing 
by itself but only the sum total of 
its member states," while denying 
rumours of an American threat to 
withdraw from the organisation 
should it persist in pushing for a code 
of marketing practice. Yet few people 
here believe that Washington's tough 
stand has not influenced WHO's deci- 
sion-making, the more so as the US 
provides 25% of WHO's funds and as 
the administration of President 
Ronald Reagan has repeatedly stated 
that it has no intention of letting the 
US be pushed around by the United 
Nations. 


0: the other hand, the progress re- 
port of WHO's executive board 
painted a very optimistic picture of the 
advance of primary health care in de- 
veloping countries. However, of the 
122 countries which submitted re- 
ports, only 63 were able to give an esti- 
mate of the percentage of their gross 


14 JUNE 1984 e FAR EASTERN ECONOMIC REVIEW 
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banks access to substant 
;ipension-fund monies, wl 
mated tototal more thant 
and are growing at the r 
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Four major US ba 
pressing for some time te 
irust companies with Jap. 
‘They are Morgan Guarant 
ura Securities, Citicorp: Ww 
Chemical Bank with 
‘Bank of America with N. 

There are a number of thir E 
Washington was unable. t« e 
through the accord. It was unable to 
obtain a firm commitment for der egu- | 
lation of interest rates in domestic Ja- - 
panese markets. (These are effectively . 
free already on wholesale deposits, but 
not on savings and other smaller depo- 
sits.) Neither would Tokyo agree to 
abolishing the interest withholding. 
lax on earnings by non-residents. on 
Japanese deposits and securities. — — 

Still, the Treasury insists. that “we . 
got. everything we wanted." Regan s | pr e Tokyo has had to pay for its c 
comment was: “There are many issues | ccess to US import market 
in [Japan's] domestic markets, includ- | foi ufactured goods is reduce 
ing interest rates. I expect that they | 
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Just how much such reforms. w 
fit Japan remains to be seen; but in 
meantime, there is no doubt thà 
















national product devoted to health and 
of these more than half were below 
the 5%-of-GNP health-expenditure | 
target. Of the poorest countries, only 
25 spend an annual average of USS$2. 60 | 
on health per person, whereas the. 85 
better-off devote US$17 a head. These | 
figures do not indicate progress to-.| 
wards equality in health care, since - 
three-quarters of the money tends to 
be spent on the latest (expensive) antis . 
bioties, tranquilisers, anti-diarrhoeals . 
and vitamins or tonics, which tend to 1 
reach a minority of city dwellers. | 
According to Ernst Lauridsen, as- 
sistant to the director-general, about 
US$1 per person annually would be. 
enough to supply the developing coun- 
tries’ primary health sector with essen- | 
tial drugs for all. Asked whether pro- 
gress of the WHO's Drug Action Pro- 
gramme (DAP) was hampered by lack 
of funds (US$5 million is allocated to | 
DAP each year, or less than what | 
would be spent on promoting a suc- | 
cessful new drug), Lauridsen replied 
that.a lot has happened in implement- 
ing DAP since 1978 and in addition, 
millions of dollars are raised every 
year for bilateral projects by exporting 
countries and manufacturers. (DAP is 
considered a total failure by many ex- 
perts, who view. it as a mechanism 
which is limited to registering offers 
from the pharmaceuticals industry.) 
To — d effective essential- | 










































| which islimited to 2,500 drugs. The pc 
licy covers the identification of need 


control of marketing practices. 


turers Associations 


develop. . 
The pharmaceuticals - 
claims that the IFPMA internal mar- 
keting code (set up in 1981) governing 
all the companies in the 48 member 
countries is sufficient to control un- 
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the Dollar Credit group of com- 
panies. The article traced a compli- | 
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i erences constituted a sérig defam — 
tion and immediately. commenced 
the. 
REVIEW, the author of the article, and 


voluntarily will A more ‘and, ie 
things i in Mrs area because their banks I 





going to find | it io their phere | 


control over its currency and ulti- 


drug industries from the West. An 
example is Bangladesh's new. drugs. 
policy, based on a listof essential drugs 
for the public health sector and includ- 
ing restrictions for the private sector, 


selection of essential drugs, bulk buy- 
ing of. generic drugs at competitive | . 
prices, quality control, local. produc- 
tion, storage, distribution as well as: 


"against investments in Third Wo 
‘| Menutscturers fear that national 
| drugs policies discriminate against 
international manufacturers’ brands 
and give rise to protectionist measures 
in favour of local production of cheap 
generic drugs. The International Fed-. 
eration of Pharmaceutical Manufac- | 
(IFPMA) con- 
demns a WHO marketing code as a- 
euphemism for a much broader regula- 
tion aimed at transferring income and. 
assets from the private international. 
firms of the West to the Third World | 
countries — in particular, encouraging: 
price controls which weaken or. void 
patents on products that cost drug 
firms an average of US$80 million to 


industry 


|| ethical practices: in world markets. . 
that |: realm of pharmaceuticals. 















Th action Was $ begun and has t 
pursued by The Ka Wah Bank to pro 
tect its good name and integrity anc 
for no other purpose. The proceed- 
ings have now been settled by agrees 
ment with the defendants. — m 

The REVIEW hereby states on its 


-defendants named in the proceedings 
that no implication was intended ir 
| the article that there was any reason 
to — that T The k 























On behalf of all the defendants the 
REVIEW apologises unreservedly to 
The Ka Wah Bank and its manage- 

ment for any embarrassment caused. 
| il the pound of the article. 











mately monetary and fiscal policies. 

. By the time Tokyo realised. it was 
| being dragged into such far-rea h 
: reform ms, however, rather than s 






























called Reagasone sp Spe 
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it has no effect whatsoever, since 

strongest sanction it provides for is 
verse publicity. The manufacturer 
. also maintain that the major obsta le 
- towards WHO's goal of health for al'i i 
the year 2000 “is poverty, corrupt 
; reloping nations' politi 
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| incompetence’ . | 

The IFMPA's statement that restr í 
tions on free enterprise ata time of! 
ternational recéssion might well inf 
ence corporate decision-mal« 

























countries, given the higher risks and 
lower. benefits, has been labelled | 
blackmail by HAI. However, the offer- 
by 60 companies to provide the l east- 
der ped countries with<«more than 
290 products, including many of those 
on WHO's essential-drugs list, att con- 
cessionary prices, indicates that the 
pharmaceuticals industry is will ing to - 
cooperate with the poor nations along 
WHO guidelines, provided that i invest- 
men remains attractive. 
| Several companies (such :as. the 
| pioneer firm, Servipharm, set upbyth 
Swiss Ciba-Geigy as early as 19 78), are. 
finding that providing the Third World. 
with large quantities of drugs is no 
necessarily bad business and. boosts 
| their image.at home and abroeid. Also, 
the agreement accepted by Nestlé, th 
Swiss baby-milk giant, to com ply with 
the terms set by consumer lob bies, has 
undoubtedly created a precedent 
which has not gone unnotice d in the 





















































































Pacific Economic 














inancial systems from a catastrophe 











aders who met in Vancouver on 21-24 

May for the annual conference of the 
acific Business Economic Council 
BEC) were éoncerned. —— 




















onent of a loose-knit PEC, reaffirmed 
ts commitment at the Vancouver 
meeting. However, consideration of 
rther Pacific economic integration 
as overshadowed by the belief that 







































































eriorated so far that regional solu- 
are irrelevant at present. New 
d Prime Minister Sir Robert 
oÜn was the most outspoken. 








get [a Pacific economic grouping]. 
l be in a major depression.” 








ek of political will on the part of gov- 
yents to undertake the liberalisa- 
1s and reforms which are now ac- 
pt ed as necessary, at least in private, 
most Western capitals. The issue is 
w to accommodate this to domestic 
JE — realities in the developed 












'Singar iore Seems reluctant 
to legisilate against. 
casino- like new-share issues 


-By Lincoln Kaye in Singapore 





ngineeri ng Ltd (JEL). The last new 





another specialist engineering firm, 


(REVIEW, 26 Jan.). 





i Community | 
pa (PEC) is still on the agenda, but 
iaving the international trading and. 


PBEC, which has been a major pro- 


je nternational trading climate has. 


n he suggested: "Unless we get this. 
national problem. solved you cari j 


‘he greatest obstacleisseento be the 


Singapore was L & M Construction, * 


val {problems overshadow prc C ) | 
: DUM oun" the idea is by no means dead 


es priority as far as the 400 business | 


Tu year’s comparative dearth of | 
new shiare listings on the local stock _ 
change has ended with a public of- | 
fering of 7 million shares by Jurong | 


. ——— — — — — — — — 


counter on the Stock Exchange of | 
| Singapore-style new listings, with bil- 
liens of dollars of bank liquidity 
whose offer ended up being over- | 
'subscribed an astonishing 248 times. 


But thos € expecting : a more sober I 








sals for a Pacific 


Taiwan were admitted as fuli national 
members for the first time, acknow- 


ledging their newly industrialised 


country status. 

Muldoon suggested formation of a 
25-member ad hoc committee of politi- 
cal leaders, along the lines of the in- 
teriri-committee of the International 
Monetary Fund, to draw up new man- 
dates for the General Agreement on 
Tariffs and Trade, World Bank and 
IMF to update their 35-year-old char- 


pany Chan Ho (Review, 22 Mar.) may 
be disappointed. At S$1.75 per 50 S- 
cent par share, the JEL shares are 
being marketed on a prospective price/ 
earnings (p/e) ratio of about 13 (using 
the S$3 million [US$1.4 million] net- 
profit projection from the issue pros- 


| pectus) — a bargain compared: with the 
average p/e of nearly 30 on Straits 
mes Industrial Index components. 
Another giddy oversubscription seems | 
Hkely. — | 
The. giveaway pricing of the JEL 
| issue puts paid to rumoured official 





displeasure at the casino ambience of 


soaked up in application monies and 
extensive grey-market quotation of 


' the unlisted scrip at hefty premiums. 


Lead managet and underwritet. for 


sug est : éptions tor new Institutional 





new-issue process in the wake of the 
. aborted flotation of engineering com- - 
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mandates which would then go for- 
ward to ar: international conference 
for final acceptance, Muldoon said. 

With world economic problems so 
much the issue, PEC received relative- 
ly little attention. However, PBEC de- 
cided. to’ continue government-busi- 
ness-academic meetings to examine 
the concept within the framework of 
the Pacific Economic Cooperation 
Conference (PECC). 


Le PECC approach is complement- 
ing PBEC’s initiatives rather than 
competing with them, according to 
Eric Trigg, the Alcan Aluminium Ltd 
senior.. vice-president who heads 
PBEC's own Pacific community effort. 
PBEC took up the request by former 
South Korean prime minister Nam 


. Duk Woo, the chairman of the PECC, 


to work with task forces preparing de- 
tailed studies for the PECC conference 


| in Seoul in April 1985. National com- 


mittees of PBEC will also join in 
tripartite national groupings, though 
there is concern that these arrange- 
ments could become permanent, link- 
ingthe business grouping too closely to 
government. 

However, PBEC's suport of PECC is 
conditional on it showing an ability to 
focus effectively on a limited number 
of specific issues. There was clearly 
impatience with the diffuse approach 
to the task at the PECC meeting in Bali 
in November 1983. But, as Trigg 
explained: "Each time the PEC con- 
cept is discussed, the dialogue becomes 
more focused. People are swinging 
around and saying this tripartite pro- 
cess may work. So lets give it a 








the issue is the 49% government-con- 
trolled Development Bank of Singa- 
pore, which holds a third of JEL's 
existing stock. The remainder is shared 
equally by Jurong Shipyard and 
Ishikawajima Harima Heavy Indus- 
tries (IHI) of Japan. But, through its 
shareholdings in Jurong Shipyard, IHI 
indirectly controls 51% of JEL. 
Although the offer prospectus pro- 
jected turnover for JEL of around 
S$100 million for this year — some- 
what off last year's S$111 million and 
sharply down from its 1982 peak of 
S$155 million — the directors voiced 
confidence in JEL's prospects in view 
of its S$262 million order book. The 
firm specialises i in turnkey industrial 
and engineering projects in Asia, Af- 


| rica and the Middle East. Meanwhile, 


another new listing, of established 
building concern Lim. ‘Kah. Ngam, is 
nepones imminent. 














spoiled by a “punishing 


‘loss in Thailand. The Thai | 
subsidi- | 
ary took a £30 million. 
(US$41.6 million) bite out : 


Motor Group 


of the company’s finances 


— £8 million out of the: 


pre-tax profits and a 


The 1983 profits of In- 
cheape, the British trad- | 
ing company with more 
than half of its turnover 
^in the Far East, were 






tax profits rose from 
£44.5 million (US$61.63 
j1million) to $56 6 million 
on turnover up from £952 
million to £1.1 billion. 
Asia still accounts for 
more than half the profit. 
The dividend is to be 
raised from 3lp a share, 
net, to 34p. A capitalisa- 
tion issue of one-for-one 
| As being recommended. 
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further £22 million in |. 


extraordinary losses. The | 


losses truly are extra- 


ordinary given chairman: 


Sir David Orr's statement 
at a London press confer- 
ence that turnover of the 


subsidiary only runs at 


£45 million. The chair- 
man said the losses con- 


sisted of bad debts on 


tractors and trucks sold 
on credit and stock write- 
downs. Incheape'is nego- 
tiating to sell the sub- 
sidiary to a local firm at 
a nominal price. 

The pre-tax profit of 
£53 million (up from 
£50.3 million in 1982) is 


cut down to a loss of. 


£15.4 million after tax, 
minorities and extra- 


ordinary items. The final | 


dividend is unchanged at 
lip a share. The di- 
vidends for the year are 
not fully covered by at- 
SIRE earnings. 
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— 
ahead 


Despite the still-continu- 
ing process of slimming 
down its plantations in- 
terests at the behest of the 
Malaysian Government, 


Harrisons and Crosfield | 


improved its profits in 
1983. The reduced stake 
in plantations brought 
profits down by about a 


tenth. The plantations | 


side also had lower crops, 
counterbalanced by bet- 
ter prices. Interest re- 
ceived from the disposals, 





i however, bro d — 


| Stanford Microsystems of 
| the Philippines moved to 
 anetlossof P18.5 million 
(US$1.3 million) in 1983 
from a net income of 











irman and president, 
— —— call- 





million in new equipment 
on expectations of a re- 
covery in the semicon- 
ductor industry, which 
did not materialise im- 
mediately. Moreover, fi- 
nancing charges in- 
‘creased, However, Con- 
cepcion said a recovery 
Was now under way. 
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Nissan drives 
forward 


Nissan Motor, Japan's 
second-largest ^ vehicle 
maker, posted an 8.5% in- 


dated sales to €3.46 tril- 
lion (US$14.9 billion). 
Net income dropped 


the financial year ended 
31 Mar. 1984. Growth in 
exports. of commercial 
vehicles (up 9.7%) and 
knocked-down sets (up. 
40%) contributed to the 
sales increase. But higher 
equipment 







| costs, with a drop in pro- 
fitability of exports 
owing to the yen's ap- 
preciation, lowered net 











interests, did well. Pre- 


the world. 


P2.06 million in 1982, | 
; partly because of whatits | 


crease in total unconsoli- | 





26.1% to ¥70.5 billion for- 







investment- 
and sales-expansion 


profit. The dividend was’ | 
l- unchanged. at ¥14 a 
ha 
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AUSTRALIA: The market picked up in the last 
two days ofthe period on the back of strong gai 
on Wall Street amid prospects of a turnaround in 
the current uptrend of United States interest 
he gt JOSE | rates. Gains were seen across the board, led by 
while Ajinomoto’ and Dai-Ichi Seiyaku, among | the media sector, followed by the banks and.fi- 
Other drug issues, were also bought heavily. | nance sector, which was boosted by a US Federal 
okyo. continues to follow Wall Street move- | Reserve move to save a troubled major US bank: 
rents, and blue chips listed on both exchanges | The Australian All-Ordinaries Index closed at 
| at | 681.5, up 3.5 points on the period. The market is 

| likely to remain susceptible to movements in 
AUTE i LN TUE |. « |; New York and London. EP so 
UNO ONG: Trading was thin in the holiday- | AAJ — | EE i 
hortened period, in the absence of fresh incen- |: NEW ZEALAND: The uptrend at the end of the 
ves. The Hang Seng Index drifted lower to close | previous period was quickly overwhelmed. by 
t 917.50, down 1.81 points on the period. Turn-.| another upward shift in interest rates as money 
ver fell to a daily average of HK$90.32 million | markets scrambled to fund the unexpectedly 
$11.58 million). A recent increase in local. 


S$1 | high level of the last government stock tender ac- 

ding rates had little effect on sentiment, while | ceptances. The announcement of the next tender, 
ontinuing talks over the territory's future are mercifully only NZ$250 million (US$1 62.34 mil- 
ot expected to shake the market unless they lion), and the arrival of a well-signalled, index- 
jift from existing lines. — — 


climb. At. 
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ave yet to recover. The average closed at 
0,131.66, up slightly on the period. 














linked retail government-stock issue, combined 
to push the market steeply downwards. Things 
had steadied by the end and a technical rally was 
in progress. | T adc. 


Tl The market staged a mild rally after 
nese Petroleum Corp. announced that the 
ran-Iraq war would not affect either the supply. 
r the price of oil for Taiwan's consumers. The 
tate-run firm will also begin sourcing crude 
‘om Australia to decrease Taiwan's dependence |- 
n Middle Eastern oil. The weighted index on the |. 
ast day of trading closed at 890.70, up 37.03. |. 
oints from the previous period. Institutional in- | 
estors were the most active buyers, taking ad- | 
ntage of the relatively low prices. Average | 
aily turnover was NT$1.4 billion (US$35.1 mil- 

ion). The exchange was closed on 4 June. 


be LUMPUR: Rising interest rates, |. 
pled with the still-unresolved Bumiputra 
falaysia Finance-Carrian debacle, helped to 
lampen sentiment in the period. Interest 2 
peared to be diverted to more attractive mone 
market sectors in the wake of a recent increase in 
Singapore prime rate to 10%, the highest in 20 | im 
months. Fraser's Industrial Index fell’ 58.38 | buted to the weakening was the long-awaited 
points on the period to close at 3,617.14, while | news of Siam Cement's capital increase, a five- 
turnover dipped sharply. Substantial losses were | for-one offer at par value. Investors, having long 
‘recorded across the board, except for a handful accumulated sufficient shares in anticipation of 
NN | "^ | such an increase, decided to unload, forcing the 


of speculative stocks. _ E 
La E iA uu 5. | price down. Average daily turnover was Baht 
" 40.7 million (US$1.77 million). | a 



















America. The mining inde pped 1.99 p 
to. 1,087.66, commercial-industrials 0.28 of a 
point to 134.32 and oils 0.019 of a point to 0.713. 


BANGKOK: After two weeks of advances, the 
market succumbed to profit-taking. Leading is- 
sues such as Siam Cement and Siam City Cement 
weathered the beating and thus helped lessen the 




































3 bie JL: In quiet trading, the composite index 
| edged up 0.93-of a point to 132.48 and average 
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‘strong showing 








$18.6 million (US$9 million), against — 
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impact. Ironically, the very factor that contri- | 
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| happening here that not only shape Asia's future but af- 
ect the entire world. Asia 1984 Yearbook covers these 
»vents, compiles analyses and interprets them. No 
isinessman can afford to ignore them. Nor can any 





sia. Decide for yourself. whether any other single 
dium puts the economic, social and political realities 
— at your fingertips as does the Asia Yearbook. 





rin its 95th Edition _ 

Asia 1984 Yearbook, celebrating its 25th anniver- 
y, is bigger and more comprehensive than ever be- 
ore. Matching the rapid pace of Asian development, we 
e gone into greater detail, with deeper insight, to pro- 
ice a book that anyone who has any dealings with Asia 
should Dave on the bookshelf. 





— | 
The Asia 1984 Yearbook includes two new chapters in 
he Special Section, namely Commodity Futures and 





Yapters and features as well: a Regional Round-up, 







modities, Aviation, Shipping. Trad 
South Pacific and Asian os ae 


-tralia and New Z ealand, a | 
| — Indonesia, Singapo 







3 Politics 


. first-hand information on everything from patra -— 
tial and population trends to foreign aid invo 
and social and cultural la dmarks. Eac 


fia Houses over alf of mankind. Everyday events are 


cutive or scholar or anyone who has dealings with 


an activities at the United Nations. You will find fami- |... 


he Power Game, Population & Food. Saaka beh | 


and Si scia! Affairs, orien Relations, Em . 
and Infrastructure. The Yearbook gives you tocalised, 





also been supplied with a set of vital statistics compiled 


against a master questionnaire provided by Yearbook 
experts. 


| How We Did it 


Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every. major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 


and virtually every area of interest throughout Asia. This 


leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To g give you Asia, 

minus the mystery, minus the myth. To give yOu A Asia as 
ons the Far Eastern Economic Review c can. i 





Soft Cover: HK$1 50/US$19. 95/£13. 00/M/SS42.: 50 


Hard Cover: HK$1 80/U. 35$23.95/£15.90/M/S$50.00 
For airmail selivery, please a add: HK$45/US$6/£4/M/S$13. 50 
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Far Eastern Economic Review, 
G.P.O. Box 160, 
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Asia 1984 Yearbook (Soft Cover). 
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E LETTER FROM BANGKOK Same 


hen a foreign visitor to Bang- 

kok decides he wants a massage, 
he usually heads straight to the city's 
notorious Patpong district. Not so for 
the average Thai. For him, a massage 
is a much less frivolous experience. In 
all likelihood, he will set out for any 
of the Buddhist monasteries which 
offer real therapeutic Thai mas- 
sage. 

At Wat Po, by far the biggest and 
most nationally renowned of the 
monasteries which offer massage, it 
is among the temple spires and prac- 
tically under the watchful eye of a 
nearby reclining Buddha, that the 
Thais return often for the privilege of 
a traditional Thai massage of nerve- 
pulling, joint-cracking elbow ac- 
robatics designed to cure any and all 
ailments. A spiritual environment is 
provided by the temple ambience 
which is cultures away from the glar- 
ing neon of the infam- 
ous sex strips. 

"It's the real thing 
here," explained Pra- 
san Vasuvat, the 77- 
year-old retired gov- 
ernment official who 
manages Wat  Po's 
massage services. "We 
give people proper 
Thai massage, not all 
that sex stuff." A sign 
at the entrance to the 
massage rooms which 
reads "The Office of 
the Wat Po's Tradi- 
tional Medical College 
Association" in Thai 
proudly confirms Pra- 
san's claim. 

The historical begin- 
nings of Thai massage are difficult to 
trace. Its acknowledged Chinese 
roots would certainly explain the 
acupuncture-like characteristics of 
the art. Instead of using needles, the 
masseur or masseuse, known as “mat 
nuat," uses fingers and elbows both 
to knead the flesh and to control the 
flow of blood to crucial parts of the 
body. Some argue that Thai massage 
began with an Indian philosopher 
around the time of Buddha who be- 
lieved that the elements, especially 
the winds, were responsible for 
human aches and pains. Whoever 
originated the idea, there was appa- 
rently agreement that cutting off the 
blood supply to the extremities was à 
means of feeling better. 

There are two stone pavilions 
within the temple grounds at Wat Po 
which house the massage experts. In- 
nocuous-looking perhaps from the 
outside, the inside decor tells a story 
of Siamese history. Thailand's King 
Rama III designated Wat Po, or Wat 
Phra Jeupon as it is officially known, 


140 


as Bangkok's first university in 1831. 
It remains today one of the country's 
foremost colleges of traditional 
medicine in addition to offering other 
disciplines. 

The walls surrounding the thin 
mattresses used for the massages are 
filled with complicated diagrams of 
the human body. While many of the 
stone engravings are faded now, it is 
easy for even a novice in the art to 
figure out that the panels pinpoint 
the key areas of Thai massage. Fans 
circulate above the makeshift beds, 
keeping the area quite cool when 
compared to the suffocating Bangkok 
heat right outside the door. Sitting 
on display on wicker shelves are 
jars of oil and special ingredients 
used in mysterious therapeutic mud 
packs. 

Aficionados of traditional Thai 
massage claim that everything from 
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paralysis to gall bladder pains can be 
rectified by one hour on the mattress, 
especially if a herbal mud pack is em- 
ployed. Still others will say massage 
can cure poor eyesight and that nerv- 
ousness can be overcome by lying 
down and putting yourself at the 
mercy of the masseur or masseuse 
for an hour or two. 

Not surprisingly, given the venue, 
Buddhist monks can usually be found 
alongside the monastery's regular 
patrons, enjoying the 
M2 pleasure of the spiri- 

tual and physical relief 
‘jz of a good massage. 
) ; When they require ser- 

vice, however, a male is 
most definitely called in 
even though personnel 
at Wat Po is predomin- 
antly female. 

Also mostly female 
are the legions of 
Bangkok's indepen- 
dent “take-out” mas- 
sage experts who make 
home visits to the weal- 
thy Thais who do not 
want to bother making 
the trip to the monas- 
tery by fighting their 
way through Bangkok 
traffic. Like a doctor making a house 
call, a masseuse who delivers her ser- 
vices will come with the necessary 
tools, though these often amount to 
nothing more than a bottle of baby 
oil, with the customer providing his 
own towel to lie down on. 

There are many Thais who want to 
make sure the fine art of therapeutic 
massage does not disappear. With the 
medical colleges right there, Wat Po 
has one of the country's foremost 
schools for Thai massage. Several 
other monasteries also teach those 
anxious to learn. There is a waiting 
list at Wat Po for Thais and even the 
few fareigners wishing to get a seat 
for HE saouler month-long instruc- 
tion. 

Raddwan Rukkew, a middle-aged 
masseuse who has been massaging 
customers and teaching for 12 years, 
said: “The only way a person can 
learn massage is by doing it. I teach 
by showing and then I get my stu- 
dents to massage each other until 
they get it right.” — ROBIN PASCOE 
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Product support is critical when determining 
lifetime capital equipment cost. 

That's why Caterpillar and your Cat Dealer 
invest heavily in product support. You benefit by 
getting long life and low operating cost from Cat 
products. That's value you can measure. 

No manufacturer in the industry equals the 
parts and service support you get from Caterpillar 
and its Dealers. Throughout Asia, Caterpillar 
Dealer product support is the standard for 
comparison. Factory qualified specialists offer 
a wide range of service and maintenance options 
suiting your individual needs ... ranging from 
training your staff to maintain Cat products at 
peak efficiency to lowering your machine overhaul 
costs by maximum reuse of parts meeting stringent 
Cat quality standards. And, solid Cat product 
design allows your Cat Dealer to rebuild many 
parts at a fraction of new, replacement part 
costs ... again saving you unnecessary expense. 


(8 carenPiLLAR 


Caterpillar, Cat and [B] are Trademarks of Caterpillar Tractor Co 


Electronic diagnostic testing of machine functions 


All Cat Dealers maintain their own large parts 
inventory. They're also directly linked to the 
region's largest heavy equipment and engine parts 
warehouse ... the Caterpillar Singapore Parts 
Distribution Department ... as added assurance 
that the part you need is available when and 
where you need it. 

When you evaluate machine and engine 
purchases, remember, Caterpillar and your 
Caterpillar Dealer hold the key to lower costs 
through a product 
support program 
which sets the 
industry standard . . . 


The 
Standard 
of Value 





Unmatched regional parts support. 
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MINOLTA 


See the EP4507 at fhese Minoita Subsidiaries and distributors; 


Taiwan 


2 Hong Kong 
: à Singapore 
3 Malaysia 
T Thattond 


- Philippines 











aarts content. 


The Minolta EP450Z gives you 781 zoom enlargement/ 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world's first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z-—unlike conventional reduction/ 
enlargement copiers which usuaily offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
1.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
Oversized originals and size their i r image areas 
down to the precise copy dimensions a , 

require. * 


The EP450Z also offers two automatic 
selection capabilities. Autornatic Magnifica- 
tion Selecion chooses the exact magnifica- 
tion ratio required according to the size of the 
original in use and the size of the copy paper 
you're using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you've selected and the size of the original in 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your heart’s 
content. 
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CERAMICS 


A past that has not gone to pot 


Sung Porcelain and Stoneware by 
Basil Gray. Faber and Faber. £30 
(US$41.55). 


he Sung dynasty was a period of 

technological advancement and 
economic expansion in China. Cultur- 
ally, it was a time of consolidation, 
bringing to maturity many foreign in- 
fluences absorbed in the previous cen- 
turies, while remaining innovative. 
The scholar class was at the height of 
its power and its members, together 
with the wealthy merchants, were the 
arbiters of taste. 

One of the finest achievements of the 
period was ceramic art, which was at 
its most refined in the Sung dynasty, 
"which is to say," Gray comments, "in 
all ceramic history." The opening 
chapter of his book sets the stage for 
the blossoming of this art by discussing 
the economic and political background 
of Sung society. It rightly emphasises 
the heritage of Tang dynasty ceramics 
and metal work, which places the Sung 
innovations in proper perspective. 

Decadent nostalgia for the archaic 


past did not set in until late in 
the southern Sung and Yuan 
dynasties, when Chinese 
political power was on 
the wane. The supreme 
aestheticism of the Sung 
dynasty can be under- 
stood only in the light of a 
highly self-confident cul- 
tural climate and a class of 
wealthy and sophisticated 
connoisseurs. 

This is a well-researched 
and lucidly written account of the vari- 
ous major types of Sung pottery. Gray 
is a well-known authority on Chinese 
ceramics with many publications to his 
name. This book consolidates new 
ground covered in recent decades. 
Gray makes extensive use of recent ar- 
chaeological finds at kiln sites, and es- 
tablishes the provenance of many 
wares by comparing excavated shards 
with items in well-known collections. 

The author has concentrated on 
kilns with access to water transport, as 
they were in the best position to trade 
their wares. It is now known that ex- 


Sung vessels: no 
decadent nostalgia. 








port wares found 

in Southeast Asia 
mostly came from 
kilns in southern 
China, to the extent 
that some kilns in 

Fujian and Guang- 
dong manufactured 
pottery exclusively 
for the export market. 

Much of this infor- 
mation is recent; indeed, 30 years 
ago this book could not have been 
written. In the past three decades our 
knowledge of early Chinese 
ceramics has been trans- 
formed, mostly by new ar- 
chaeological evidence which 
has emerged from government-control- 
led diggings. The confusing problems 
of dating and identifying the origins of 
kilns have also been cleared up to a 
large extent through comparative 
studies. Gray has made good use of 
new evidence to correct the dating of 
some works and identify types of wares 





| which puzzled experts before. 


Another important service done by 
the author is his classification of re- 
lated wares, and the establishment of 
stylistic and technical grounds with 
which to distinguish them. For exam- 
ple, the finest Chun wares were often 








If you want to eat out in 
Hong Kong just remember 
one name. . 

Regal Meridien. 


At the Hotel Regal Meridien Hong Kong, 
you'll find a range of superb restaurants 
under the same roof. 

At le Restaurant de France you'll find 
Hong Kong's finest authentic haute 
cuisine. For a less formal atmosphere, 
experience La Brasserie. Or the Regal 
Seafood Restaurant which specialises in 
Chinese cuisine so good, it's become a 
local favourite. No wonder even guests 
from other hotels often dine out in the 
Meridien. 

And because we're in the heart of the 
shopping and business area of Tsimsha- 
tsui, Le Rendezvous bar is the ideal place 


for people to meet and relax. 
We look forward 





to entertaining HOTEL REGAL 
you soon. MERIDIEN 
AAS HONG KONG 


GROUPE AIR FRANCE 


For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Regal Meridien Hong Kong, 
71 Mody Road, Kowloon, Hong Kong. Tel: 3-669996. Telex: 40955 HOMRO HX. There are over 40 Meridien hotels worldwide in Tokyo, Singapore, 
Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities 


Opening in 1984: Colombo. 


14 JUNE 1984 e FAR f 


ASTERN ECONOMIC REVIEW 


I 1 "uu hui T. TT... UU T LOIN Al 


COGNAC 


REMY MARTIN 


FINE CHAMPAGNE COGNAC, SINCE 1724. 





claimed to be Ju wares, while Kuan 
wares and Lung Ch'uan wares were 
closely related. Furthermore, the influ- 
ence of Yueh ceramics on Lung Ch' uan 
has now been confirmed by archaeologi- 
cal evidence. Gray has done an admir- 
able job in weaving the loose threads 
together to present a clear picture 
Most of the pieces illustrated in this 


book have been drawn from Western 
and Japanese collections, generally 
representing works of great refine- 
ment and mostly not coming from ex- 
cavations. Throughout the book Gray 
refers to works illustrated in other 
publications. It is unfortunate that he 
has not included more of them in this 
book. — CHANG TSONG-ZUNG 


TRAVEL 


For those who like to go it alone . 


A Guide to X’ian text and photographs by 
Simon Holledge. China Guides Series 
Ltd, Hongkong. No price given. 


Tur alone in China is not en- 
couraged. Organised groups are 
easier to control, more profitable and 
more predictable. Luckily, however, 
there is an excellent series of guide 
books for those who decide to press on 
regardless. 

The latest is on the city of X lan. 
Because of its many historical sites 
such as the terracotta army, the Goose 
Pagoda, the forest of steles — X ian is 
one of China's most popular tourist at- 
tractions. Following a historical intro- 
duction by REVIEW Peking correspon- 
dent David Bonavia, a well-known 
connoisseur of things Chinese, this 
guide looks at the city's complete range 
of hotels and restaurants: from the ex- 
tremely pricey Shaanxi Guesthouse, 











formerly used for high-ranking offi- 
cials and state visits British Prime 
Minister Margaret Thatcher slept here 

to the simple Jiefang Hotel across 
from the railway station. The latter, 
perhaps, provides a truer picture of life 
in modern China. 

X' ian is not known for haute cuisine, 
though some of the recommended res- 
taurants are by no means bad. Of the 
other establishments, this 
can heartily recommend the New 
China Snacks, a coffeeshop on Dong 
Dajie, past which all city life prom- 
enades. 

One 
sights 


should not miss the ancient 

most are actually sites — of 
X1an. Some, such as the Shaanxi 
Museum (the one with the famous 
steles) and the Great Mosque (not to be 
missed under any circumstances), are 
within walking distance from the town 
centre; others have to be reached by 


| 
reviewer 








Willows at Huaqing hotsprings: 
ancient and modern. 











bus. Public-transport information Is 
also provided. 

For those who are as interested in 
modern Chinese life as in its historical 
heritage, one can visit the X'ian High 
Voltage Electrical Insulator Works, as 
well as the Red Flag Watch Factory. If 
one has not had enough by then, one 
can always check out the Fenghuo Peo- 
ple's Commune. —|.B. 

















ELECTRONUM 
A Dependable Supplier of Telephone Exchanges 


telephone exchanges Pentaconta 


(urban and interurban) 


telephone sets 
technical assistance 
system engineering 


personnel training 


office telephone exchanges PABX 
electronic telephone exchanges 


telephone network modernizing 


engineering, erection, commission- 


ing, maintenance and service for 
any type of telephone exchange 


For detailed information please contact 


eLecTRG)NUM 


_ CoS m. OMANIA 


Telex: 11547, 11584 Telephone: 137081 
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Within the captivating swirl To stand in the 


of Hong Kong’s 


largest shopping centre. 


Ihe Marco Polo Hong Kong. 


shopping and commercial development in 


Asia — Harbour City. 


Lobby of The 
Marco Polo hotel 
is to place yourself 
within the very 
centre of the largest 


The Marco Polo Hong Kong is 
managed by The Peninsula Group. With a 


hundred year heritage of 
dedicated service to business 


MAGCO 


and pleasure travellers in the eY. 
Orient, we know how to make 
your trip live up to all your 


expectations. 


GE Peninsula Group 
Fulfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 
The Peninsula Group, Hong Kong Tel: 3-7225771 TIx: 34064 PENGP HX. 
Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, In Harbour 


City, Hong Kong: The Hongkong Hotel, The Marco Polo, 
The Marco Polo In The Philippines: The 


The Prince Hotel In Singapore: 
Manila Peninsula In Thailand: The Bangkok 


Peninsula In The People's Republic of China: The Jianguo Hotel, Beijing. 


MPH-FEER(C4) 





LETTERS | 


Action and reaction 

I was interested to read Julio Jeldres' 
reaction [LETTERS, 31 May] to my 
short letter on the contenders for 
power in Cambodia. I had merely 
asked for information on one point, 
stating that "as yet I know of no evi- 
dence" for it and two other points, and 
then posed two questions. 

Jeldres says this was a case of airing 
"blatantly biased views . . . with im- 
punity." I gather this means he is un- 
willing to address the content of my 
queries. This may not be surprising 
from a long-time admirer and now 
fulltime worker for Prince Norodom 
Sihanouk. But it is a disappointing 
concession of political bankruptcy, not 
only to give the matters I raised such a 
wide berth, but also to dodge the pow- 
erful points in Vanna Om :'s letter, 
printed on the same page as mine. 
Jeldres appears more comfortable ask- 
ing "how much longer do we have to 
put up" with views I publicly re- 
pudiated six vears ago. 

Jeldres says I was "the editor" of 
News from Kampuchea in 1976. For 
the record, that roneoed newsletter 
first appeared in 1977, and was collec- 
tively produced by a committee, from 
which I was expelled in 1978. This was 
after I took a public stand against Pol 
Pot's regime, such that I was consi- 
dered "blatantly hostile" by the other 
eight committee members. (They had 
also declined to publish my corrections 
to an article I had written the year be- 
fore.) 

I have always agreed that I badly 
misjudged the Khmer Rouge regime 
until 1978. In 1979, in the Bulletin of 
Concerned Asian Scholars, I published 
a frank statement that I had been 
wrong, and I have repeated this in 
print and in interviews many times be- 
fore and since. I appeal to Jeldres to 
ask Sihanouk why he is an ally of Pol 
Pot in 1984. BEN KIERNAN 

Centre of Southeast Asian Studies 
Clayton, Vic Monash University 


Mao and myths 


LETTER FROM CHENGDU [17 May] 
seems an exercise in mythification. 
While it is commonly the case that 
those on the spot often know least 
about what is going on around them, if 
the Mao Zedong statue at Sichuan 
University falls anytime soon the per- 
son it lands on may be your reporter. 
The small foreign contingent here is 
hard-pressed to find the alleged "20 
badly needed foreign teachers" who 
were supposedly fired last December. 
They are an unknown quantity even to 
those of us who have been on campus 
since last September. (The nearest re- 
semblance is to a group of 10 Austra- 
lian students who finished a Chinese- 
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Kuwait Airways offer the best of 
Eastern and Western cuisine served 
with traditional hospitality. 


Kuwait Airways offer convenient con- 
nections to all the major cities in the 
Gulf, Middle East, Europe and on to 
USA - all in the comfort of the most 
advanced fleet of B-747s, B-727s and 
the latest Air Bus - 310s. 
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For further information 

contact your local travel agent 

or Kuwait Airways - 

Bangkok - Tel. 2515855 

Kuala Lumpur - Tel. 201934. 201964 
Manila - Tel. 8172662. 8172633 
Seoul - Tel. 7530041 2.3 
Singapore - Tel. 912730 


. : BUYING DOLLARS 
Buying rubber in Kuala IN LONDOB il 


Lumpur or dollars in London, 
international commerce requi- 
res constant command of two 
difficulties volatile commodities 
prices and varying exchange 
rates. 

Banque Indosuez is perfec- 
tly at home in this manylaceted 
domain, possessing the imagi- 
nation, dynamism and rapidity it 
demands. 

Established in 65 countries, 
in some cases for over a centu- 
ry, Banque Indosuez has a com- 
plete knowledge of the markets, 
the politics and the economy of 
these countries. 

Specializing in international 
trade financing and foreign ex- 
change, its traders offer expert 
assistance in the most complex 
operations. 

An international French bank 
with human dimensions, Ban- 
que Indosuez offers specialists 
commodity trade finance groups 
in New York and London, 
as well as in Paris, Rotterdam, 
Hamburg, Geneva... 

Banque Indosuez opens up 
a whole world of opportunities. 


BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES 








BANQUE INDOSUEZ 


Head office : 96, boulevard Haussmann - 75008 Paris 











tangential, problematic . account of the - 
temper of the campus. Will President | 


Ronald Reagan's coat-tails topple Mao 


monuments across China? Who knows? | Nl 
The testimony of Tiziano Terzani re- | t 


cently [REVIEW, 12 Apr.] suggests it is 
not a simple matter. Certainly, there 
need not be a popular or contrived re- 


volution here for there to be political | 
infighting in Peking, nor would this | 1 
campus necessarily be consulted if a 


coup were in the making. - 


As the old adage goes: everything zb 


that was said is true, and the reverse is 
also true. K | 
Chengdu 


. € The REVIEW stands by its oe E 


| The wages of — 


. We would like to clarify certain points 
raised in Lincoln Kaye's article [7 
June] on the 1984 wage increase re- 


commendation by the Singapore Na- | 


tional Wages Council (NWC). 





' official announcement of the 








d is presumably for the year March 
3--March 1984 as per the govern- 


The NWC recommended a wage in- | s 


crease guide-range of S$27+ (about | 


. US$12.90), or 4-8%. In pure percentage 

. terms, the guide-range works out to be 
8-12%, and not 10- 12% as Kaye re- 

ported. | 

. "The NWC expects the 1984 wage in- 
crease recommendation to result in a 

significant real wage increase for 


workers, and not a real wage cut. Ac- | 
cording to statistics released by the 


Department of Statistics, the average 


rate of increase in the consumer price | | 


index for the first four months of 1984, j 


compared with the same period las 


year, was 2.9%. The NWC anticipates 
that for 1984, inflation as measured by B 





the consumer price index will be3 


as against the recommended mean E 


wage increase of 10%. 


Employees in Singapore don not con-- 





tribute to a “state-ru 


as such. Employers and mployees cur⸗ | 
rently contribute 23% each, making a | 
total of 4695 of a worker's monthly | 


wages to the Central Provident Fund | f 
(CPF), a government-sponsored com- | | - 


pulsory savings scheme for all employ- 
ees. Savings under the CPF can be 


withdrawn upon retirement. In addi- | 


tion, employees can withdraw part of 


their savings from the CPF before re- | 


tirement to purchase residential prop- 
erty or approved shares, and for pay- 


ment of approved hospitalisation ex- | 


penses. Therefore, unlike a pension 
fund, under the CPF scheme, workers 
in Singapore have access to their CPF 
— funds before retirement. 


Finally, the wage increase recom- 
mendation by the NWC is not mandat- | 


ory but is meant to serve as a useful 
benchmark for direct wage negotia- 
a tions between employers ane employ- 






requirements. 


Please write in con: idence with full details to: 


Personnel Depar 
P.O. Box 26992 
BAHRAIN 


ings rate so high as to render Sing 
. reans' consumption patterns relativel 
dp ‘| unresponsive to price rises. 

time my Dp was filed, dust — | 





guidelines. (which gave the broader 8- 
: range). The 3-476. inflation rate 


8 latest economic survey. My | 


: A well funded group which has established itself E 

5 as an acknowledged authority in Reinsurance and 

A is planning further development requires to have 
a qualified. Chief Accountant. 


| The appointed candidate will be vespontilis for 
all grou ) financial. and | accounting activities 


; programmes will be 33 bd to those wher meet the 





under the “NWO C guidelines. The rele- 
vance of the CPF is that it createsa s 

















A black on White 


Hans U. Luther's review of Siamese 
White [24 May] rightly praises Maurice 
Collis for writing such an entertaining © 
book about that attractive rogue 
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| lis was nc ok al admiris- 
trator.’ Het wasa member of the Indian 
|| Civil Service serving in Burma, which 
|| was at that time a province of India 
T d d part: of the British Re aad His last 
22 s de 








Applications are invited from nationals and permanent residents froi athe 
ASEAN ‘countries for the ISEAS/ASEAN ECONOMIC RESEARCH 
FELLOWSHIPS, tenable at the ASEAN Economic Research Unit, Institute 
of Southeast Asian Studies, Singapore. 2 













“| British and not the Bisnes. " As Mer- 
] gui had been part of Burma since 1764 
it is hardly likely that Collis would 
| have been working for the Siamese in 
| any case. | 
|] Luther goes on to state that an Eng- 
| lish man-of-war was sent to Mergui 
"to bring [White] to court for the mur- 
der of his accountant." Nonsense! Al- 
ES | though the murder of Francis Daven- 
Ex | port had been contemplated by White 
and the captain of the man-of-war, the 
plot never materialised and Davenport 
lived through the massacre at Mergui 
and survived to return to England. 
Davenport wrote an account of his 
dealings with White, now in the British 
Museum, and in fact had Davenport 
been murdered, Collis would never 
have been able to write his book which 
is largely based on the "Davenport 
papers.” 

Siamese history seem is to have been 7 
rewritten by Luther. King Narai did 
not “lose his throne in an anti-French 
coup.” No one usurped his throne. In 
March 1688, he was suffering from 
dropsy and he died a natural death on 
11 July of that year.. 

Your reviewer rather naively telis 
his readers that the book ". .. is an 
attractive paperback and, surpris- 
ingly, . without the: ; Printing errors 


[y passing. rad 








QUALIFICATIONS; Preference will be given to candidates with Ph D... 

or equivalent professional qualifications and who will be in a position tò 
complete their proposed projects within. the- Sopuli period of 7 | 
Fellowship award. a : 90. n 


DURATION OF AWARD: Each Fellowship can b * any approximate 
length of time, ranging from a few months to a maximum period of one year. i 


FOCUS OF RESEARCH: The focus of each of ee Fell llowships can be 
any topic within the broad areas of Food, Nutrition, Energy, Water Resources, 
and Rural Development in the region. Preference, however, will be given 
to those emphasizing work on Resource: based Industrialization and Rural 
Development problems. | | : : : 


RESEARCH PROJECTS: ME — dme jos consideration 
should be well thought-out and be as complete as jesse in. terms of aims 
and objectives, scope, schedule of work, CO% ty and: so on. 
STIPEND/HOUSING SUBSIDY: Each —— pays a living allowance 
in the range of 5$2500 — S$3500 per month, the actual amount: provided 
depending ón the individual candidate" 8 qualifications. and experience: 
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OTHER BENEFITS: In addition, there are attractive fringe benefits inc luding 
travel, research and field: work allowances, and medical €are. 






All applications, giving full detaili: should be sent directly to ie respective 


ASEAN National Secretariat. of the nationals concerned, preferably by 
3] July 1984. 




















PROPERTY 







| | printed | ;Fa | Ber and Faber as a paper- 
: back in. 1965 he should no longer be 
¿surprised at the lack of misprints. 
"|^ AN DD Books have done is to photo- 
M | graph the Faber edition. page for 
| | page — a note appears. stating that 
: it: was reprinted by agreement with 
.Faber and Faber. Thus praise for 
"the lack of printing errors. should 
be accorded to Faber and Faber and 
not to the . printer of DD Books in 





















| “One abhors. the: way in which Luther 
t has chosen to spell "Constatin Phaul- 
| korn" and one deprecates his snide as- 





Please contact Fred Klass 
or David Wonq 













lay" B. ng | | 
| counts legally in order so as to. "make 


an x | hay . . . and then to retire in style." 
UA. Gs Marketing & Moneging Avent : Luther fails to point out. that- White 
Sey penc n - eines un Pte a . was only able to savour his ill-gotten 
7 2303 United Overseas Bank Bldg. . — ~; ne . | gains for a short six months before he | 
Wit Bonham St Ralfles Place Spore 0104. sies À died at Bath. E ; 





Tix: RS 22288 GSWTW i ; 
i: E E Chiang. Ma : 
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Pages 14-16 

The Indian Army' s action against. 
Sikh rebels in the Golden Temple 
provokes a violent reaction at | 
home and abroad. 









Page 17 

Asia is maintaining supplies of | 
food above the growth in popula- 

tion, but only just, according to the | 

United Nations Food and Agricul- 
ture S oia 


Pakistan's President Zia-ul Haq. 
bans reporting on political parties 
and plays the election issue close 
to his chest. 





Page 25 z 
The Indonesian Parliament pr 


contentious bills. 


— —— — 


Regional Affairs 





YORE mra metry — 














India: The Punjab backlash - i — — — 
The watcher in the wings -= 16 

Food: Too many mouths. 17 

Pakistan: Speak no moree 18 


Indonesia: Points of contention 
Indochina: Borderline cases 
Philippines: Marcos stays in the 
driving SEAL iae eters 
Back to business moema — 
Singapore: Some are more equal n 
Cover story: An open letter to Sir 


—ñ ) BATHS Toa aS 


Geoffrey Howe — 40 
How Britain fell for the Peking game-plan 44 
Warfare: An unnatural rain? 2. 46 






Sri Lanka: Roundtable yawn s-i- 46 
| Arts & Society | 
Newspap pers: Escalating the circulation 
war with a broadsheet broadside wee LO 


Whitehall Howe ‘Britain mus be ping to gutt the 
negotiating table if it finds China is not prepared 


to sign a firm, detailed agreement on the futureof | London economic : ^, wae 
Hongkong. Davies also analyses a recent Ameri- | summit. 0 Mgs 
can investigation of Chinese negotiating 

techniques, monitored over the past 12 years, 

and demonstrates how, so far, the British | Page 94 


negotiators appear to be falling into the Chinese - 
trap. Pages 40-44. Cover photograph by Hong- 
kong Government Information Services. 


Philippine President 


¿as the opposition remains badly 


ment makes fresh attempts to sort 
out the economic mess (page 80). 


— 


in anew drive to redress the popu- 


| Page 8 
There" s a taxing time ahead as In- 


Page 18 E 
pares to debate five potentially A 


| Education: Secularism does little 


Ecónomite: 


Taxation: The meani ing of 


indonesia’s act —. B2 | The Week — 13 
Policies: Foggy days in London ~- 89 | Travellers Tales . 39 
Paved with good intentions .— BO | DOORS 79, 116 
Resources: Malaysia's fisc | Economic Monitor: South Korea —— 90 
catches Ít reene 94 | The Sth Column meae — 92 

Aid: Qualified approval for | Shroff ee 10 
JR AF B: La eit indus 96 | Company Results — 111 
Companies: Danger of Hongkong Stockmarkets unii i 
shellshock ree TOA | Prices & Trends. — conata qid. 
— Letter: Vancouver 118 


‘Page 89 pe 
Japan unexpectedly | os j 
stays in the Ameri- a" T Ub, V 
cans’ shadow at the zq "^ ) 



























E Bard. tina World Bank "— 
| slams the Malaysian Govern 
ment’s mismanagement of the 
country’s fishing industry. E 
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Duos 26 
Vietnam stresses border clashes 
in a bid to put one over on China. 


| Page 96 
The Inter-Governmental Group 
Indonesia's latest — increased 
aid pledge is taken as a pat on 
back by the government, but pn b 
lems remain. 





Pages 28-30 . | 
Ferdinand 
Marcos remains firmly in the driv- 
_ing seat despite election setbacks, 






















| Page 104 
The shell-collectors of Hongko 
could run the risk of the tide tu 
ing. s" 





divided. Meanwhile, the govern- E 
| 


Puge 31 — Australia's giat i Elders-IXL gr 
Singapore tries material incentives ois 





brewery giant with an offer 


lation balance. Singapore bank cannot refuse. 






Page 108 | 

Hongkong’ S Conic Investment re 
orts massive losses — and depo 
sit-taking company Dollar Credi 
pe ys two cents on the dollar. o 
























ia. explains. new laws just |. 























The ‘Rock’ caves in . 


to fray those ol ee ssn ties From rescue to loss in 
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UN envoy cha 

format of Afghan t talks 

In an effort to keep his Af- 
ghanistan diplomacy alive, 
United Nations special envoy 
Diego Cordovez will re-ar- 
range the format of the next 
round of “proximity talks” 
when he meets the foreign 
ministers of Pakistan and Af- 
ghanistan in Geneva in Au- 
gust. Instead of calling on one 
foreign minister in the morn- 
ing and the other in the even- 
ing, Cordovez will shuttle be- 
tween the two who will sit 
simultaneously, but in sepa- 
rate rooms. The talks will 
centre on an unspecified 
“package of understandings” 
reached when Cordovez vis- 
ited Teheran, Kabul and Is- 
lamabad in April. —TEDMORELLO 


Sri Lanka censors press 
on terrorist activities 


The Sri Lanka Government 
has imposed censorship on all 
news, comment, and pic- 
tures in any way connected 
with what it called terrorist 
activity, acts of terrorist vio- 
lence, security operations of 
the army and police and "the 
training of such personnel.” 
The censorship — introduced 
after the anti-Tamil riots in 
July 1983 — was relaxed in 
October, and foreign press de- 
spatches were not affected, 
The new clampdown, an- 
nounced on 11 June, encom- 
passes the international as 
well as the domestic media. 
An official explained that 
the government “was deeply 
concerned that elements other 
than Tamil separatists were 
trying to capitalise on the agi- 
tation, opposing the govern- 
ment's move to seek the assist- 
ance of special operatives [for 


anti-guerilla training] from 
Israel." — MERVYN de SILVA 
India retains status 

in nuclear body 


The issue of China's member- 
ship of the board of governors 
of the Vienna-based Interna- 
tional Atomic Energy Agency 
(IAEA) has been amicably set- 
tled. India had threatened to 
quit the body if it was 
downgraded from its position 
as a "globally advanced" 
member of the board to ac- 
commodate China. 

The board has 12 permanent 
members of whom nine, in- 
cluding India, are designated 
globally adv anced powers and 
three are designated region- 


10 


allv advanced powers. When 
China sought IAEA member- 
ship, the big powers suggested 
that by virtue of its nuclear- 
weapons capacity, China 
should take India's place as a 
globally advanced power, 
with India retaining its per- 
manent seat as a regionally 
advanced power. To solve the 
dilemma, the number of mem- 
bers is being raised from nine 
to 10. — MOHAN RAM 


Marcos attacks move to 


make Aquino a hero 


Philippine President  Fer- 
dinand Marcos on 12 June 
sniped at a move by an opposi- 
tion group to proclaim his 
murdered chief political rival, 


former senator Benigno 
Aquino, as "the new hero of 
the Philippines.” Marcos, 


answering a question at his 
third press conference in three 
weeks, said that heroes could 
not be proclaimed or made in 
such a way. “One single politi- 





cian does not make a hero," he 
said. 
He said that Gen. Emilio 


Aquinaldo, who proclaimed 
the Philippine Republic in 
1898, and Jose Rizal, another 
national hero, would be “turn- 
ing in their graves" at the sug- 
gestion. "They would proba- 
bly want their names to be 
struck off the list of heroes." 

At the same press confer- 
ence, held on the Philippines' 
National Day, Marcos said his 
special decree-making powers 
under Constitutional Amend- 
ment 6 (page 28) would be 
used only in extreme cases, 
claiming that these powers 
were similar to those of the 
president of France. 

— RODNEY TASKER 


BUSINESS 


Big in orders for 
South Korean ships 
Orders to South Korea's ship- 
yards have dropped dramati- 
cally this year. Asof the end of 
May, shipbuilders received or- 
ders for 40 vessels worth 
US$438 million — only 42% of 
the levels reached during the 
same period in 1983. If the 
current trend continues 
through the rest of 1984, it is 
highly likely that this year's 
export target of US$3.75 bil- 
lion will be halved. Since 1981 
South Korea's shipping ex- 
ports have steadily grown 
from US$1.4 billion in 1981 to 
US$3.7 billion — almost 20% 
of total world orders — in 
1983. — PAUL ENSOR 
Vietnam makes first 
offshore oil find 
Vietnam has finally struck oil 
offshore, on its southern con- 
tinental shelf. A deposit of un- 
specified potential was dis- 
covered by the Soviet pros- 
pecting vessel Mikhail Mir- 
chinsk at the end of May. The 
deposit, apparently the first 
since Mobil reported discover- 
ing oil just before the end of 
the warin 1975, was found at a 
depth of 3,000 ms. 

A Vietnamese press report 
said the find came after a 


period of "urgent work" — à 
reference, perhaps, to signs 
that the Vietnamese and 


Soviet governments were both 
losing heart after sinking 
large amounts of money into 
hitherto fruitless exploration. 
— PAUL QUINN-JUDGE 


Softer-terms debt 
is good news for la 


A new approach to the inter- 
national debt problem, in- 
volving longer rescheduling 
periods and lower interest 
payments for debtor countries 
which carry out successful 
readjustment policies, could 
be of significance to Manila. 
The Philippines' recently an- 
nounced austerity programme 
might now be expected to reap 
easier repayment terms for the 
country's massive external 
debt — if effectively im- 
plemented. 

The carrot-and-stick policy 
was hammered out between 
International Monetary Fund 
managing director Jacques\de 
Larosiére and private bankers 
prior to the 7-9 June economit 


summit in London, which en- 


dorsed it in its final com- 
munique. — ROBERT MANNING 





Simex sets date for 
financial futures 

The Singapore International 
Monetary Exchange (Simex) 
has set 5 September as a firm 
opening date, whether or not 
United States financial-fu- 
tures regulators come through 
in time with approval for its 
"mutual offset" link with 
Chicago's International Mone- 
tary Market (IMM), whereby 
contracts could be traded 
interchangeably between the 
two exchanges. 

The IMM's rival exchanges 
in the US have stalled regulat- 
ory approval by petitioning 
for access to details of the 
mutual-offset agreement. But 
Simex chairman Ng Kok Song 
remains confident of approval 
by September, which will still 
put Singapore ahead of Hong- 
kong. 

The initial contract menu 
includes yen, Deutschemark 
and 90-dav Eurodollar rates. 
A revamped gold-futures con- 
tract (with delivery in Lon- 
don, rather than Singapore) 
will start trading on 5 July. 

— LINCOLN KAYE 
pe Kokan buys into 
US steel giant 
In a move designed to dodge 
increasing protectionism in the 
United States and evade com- 
petition from South Korea and 
Taiwan for the US market, 
Japan's second largest steel- 
maker, Nippon Kokan, has 
paid US$292 million to pur- 
chase half the equity of a lead- 
ing US steel company — Na- 
tional Steel Corp. This move 
should enable the Japanese 
firm not only to supply steel to 
Japanese-American vehicle 
joint ventures but also to gain 
a foothold in the American car 
industry. — NAYAN CHANDA 


ene 


The government has banned 
the export of whole logs from 
Peninsular Malaysia from 
1985, nine years after first im- 
posing a 5% production ex- 
port quota on peninsular log 
production. Revised down- 
wards each successive year, 
the permissible log export 
limit is currently 41,000 cu. ms 
- only 0.5% of logs now ex- 
tracted from Peninsular Ma- 
laysia’s dwindling forest 
cover. The new move follows a 
Malaysian Timber Industry 
Board report that predicts 
domestic sawmill demand for 
timber outpacing supply by 
1987. — JAMES CLAD 
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The university with * Since its first flight 25 n ago, 
52,000 pilots have earned their wings in Northrops T38 Ta 
— pt trainer. Pilots for the U.S. Air Force, Navy, NATO, 
and other nations worldwide. With its remarkable safety record, 
the T38 will continue training pilots into the next century. 


Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 
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Making advanced technology work 
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cooperative in issuing visas to 
South Africans, Israelis and 
South Koreans who want to 
attend conferences or academic 
meetings in the country, which 


has no diplomatic relations with. ; 


any of the three nations. In the 
past, Peking has been rigid inn 
allowing in visitors from the: 
in the interests of its relati 
with Black Africa, the Arab 
countries and North 





ignore such sensibilities as part 
of its ' ‘Spey process. 
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This year's partial witizdrawil of | gr : 


Vietnamese troops from 
Cambodia will take i 
the end of this month — more. 
than a month earlier than" a 
previously expected. At least part 


scene of much of the recen 
season fighting. The early | 
withdrawal is probably an effort 
by Hanoi to demonstrate its 
confidence in Cambodian 
security. In the past the 
withdrawal has been of about a 
division, or 10-12,000 men, but 
no figures are available for this 
year as yet. | í 


SPRATLY BUILDUP 
Vietnamese troops occupying 
eight of the contested Spratly. _ 
islands, in the South China Sea, 
have a new combat capability, | 
having been supplied with 

at least two amphibious 


EB THE WEEK 


AFGHANIST! AN 


Government forces killed more than 21 


Muslim insurgents and captured more — 
than: 200 in fighting in three provinsen i 


Kabul Radio said (10 June). 
BANGLADESH 


Bangladesh and Indian border Security. 
forces signed an agreement envisaging. 


withdrawal of additional forces along the 
two countries’ borders, it was reported in 
Dhaka (11 June). 


CHINA 

Premier Zhao Ziyang arrived in Sweden 
on an official visit (6 June). Zhao arrived 
in Denmark for a two-day visit (8 June). 


Defence Minister Zhang Aiping arrived in 


the United States (11 June). 
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prowess i to ur 


g has sinice been & sò » 

b 'ached that the - | 
European Commission was 

| frightened that the whole 

General Agreement on Tariffs 

and Trade would be blown apart. 

The success of the past year has 

not been in reversing 

| protectionism but in the fact 

| that it has not run riot, with 
disastrous results on the world 


| European Commission President 


-| Gaston Thorn has said privately 
.| that he has known countries 


-to criticise protectionism in 
public but then to arrive at his 
-office to ask for more of it for - 
themselves. 


INDIA 
Sikh extremist leader Sant Jarnail 
Singh Bhindranwale was killed when 
troops stormed the Golden Temple in Am- 
| ritsar, it was repor! ted (6 June). At least 21 


| | people died in violence that. spread to 
other parts of India as Sikhs fought run- 


ning battles with police over the Amritsar 
attack and the killing of Bhindranwale (7 
June). About 200 Sikh soldiers were ar- 
rested when they tried to force their way 
into Amritsarat gunpoint, it was reported 
(11 June). About 1,000 Sikh soldiers have 
been involved in sporadic rebellions 
across India since the army assault at the 
Golden Temple, sources said (12 June). . 


| States President Ronald Reagan 
| to provide more material 
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4 ‘People’ s National Liberation 
‘hiña, though Peking | | 
^A | guerillas for operations inside - 
. | Cambodia. Wa: 
^ | only agreed to provide 
¿+ | humanitarian assistance to the. 
two —— 







s]! y, Papi 
| New Guinea, in August the last « of 


| | them. After this year's meeting, it. 
| is understood, Malaysian Prime 
| Minister Datuk Seri Mahathir 

economy, European officials say. | 


| students, among other 


Thousands of people marched through 


DURS 









inese leaders urged Unite d 


ssistance to the non-communist. 
factions of the Democratic | 
Kampuchea coalition during his 
sit to Peking in April. Although 
y stopped short of translating 
into terms of armsand ^" | 
unition, diplomatic sources | 
in Bangkok say the Chinese 
would like to: ee the Americans 
: ke some of the burden of 
pping Son Sann's Khmer 
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their regularly scheduled bi-. — 
annual get-togethers. In future, 
they have agreed, a meeting wil 
only be held if or when there are: 
sufficient subjects of interest 

| involving a large proportion of 












Mohamad will visit Australia 

| and New Zealand, which he 
had originally intended to 
visit in November. He is 
expected to discuss Australia's. 
policy on admitting Malaysian 


| subjects. 

























Cebu City to protest against parliamen- 
tary election results showing that the òp- 
P had lost there (10 June). 


Australiati — fighters jomed Sin V 
gaporean and Malaysian F5 fighters in. 
exercises over Singapore and Peninsular 
Malaysia (7 June). p 


SOUTH KOREA | | 

Seoul accused Pyongyang of firing 
across the border in the demilitar ised Zone: 
(12 June), | 


SRI LANKA : 
. Tamil guerillas stormed a maximum, 
. security prison to free a suspected woman 
accomplice (11 June ). 
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to Mrs Gandhi. 





The battle for the Golden Temple ends, but a bitter harvest may yet come 


The Punjab backlash 


By Mohan Ram in New Delhi 


here is a frightening silence hang- 
ing over the scorching plains of 


Punjab following the army at- 
tack on the Golden Temple in Amritsar 
and on other places of Sikh worship in 
the state. Sant Jarnail Singh Bhin- 
dranwale, the high-priest of Sikh ex- 
tremist terror, is dead and both Sant 
Harchand Singh  Longowal and 
Gurucharan Singh Tohra, leaders of 
Sikh moderates represented by the 
Akali Dal party, are in government 
custody. Just a week after the fierce 
battle, in which the death toll was put 
at 712 extremists or their supporters 
and 90 troops, a surface calm had re- 
turned to the state, with the day-time 
curfew lifted, offices and schools 
reopened and bus and postal services 
resumed. 

But Prime Minister Indira Gandhi, 
whose belated firmness in ordering 
military action against terrorists was 
at first hailed here, now faces an even 
greater challenge as a result of the un- 
expectedly high toll of the temple at- 
tack — and the violence of its conse- 
quences. 

It would have been unrealistic for 
her government not to have expected 
resistance from the Sikhs entrenched 
in the Golden Temple complex when 
the army encircled it. But the aim was 
to force their surrender after initial re- 
sistance rather than force entry. As the 
operation, which began in the early 
hours of 3 June, wore on into its fourth 
day, however, the besieged Sikhs were 
still holding out, and taking a heavy 
toll with the precision of their fire. 
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Their arsenal included medium 
machine-guns, mortars, anti-tank 
rockets, anti-personnel mines and 
hand grenades. They fought from 
strong fortifications and bunkers and a 
maze of tunnels and manholes which 
opened into a central room. They 
would empty a machine-gun magazine 
from one manhole, duck, then surface 
at another to lob a bomb. The strength 
of the resistance emphasised both the 
fanatical zeal of the defenders and the 
failure of the civilian intelligence 
agencies, on the basis of whose reports 
the armed forces had planned their 
operation. 

The stalemate ended on the morning 
of 6 June when the decision was taken 
to storm the temple complex. Tanks 
and armoured personnel carriers were 
brought in and commandos entered the 
complex to fight the hold-outs from 
building to building, machine-gun 
nest to nest, 

By the evening, the army was in con- 
trol of the entire complex except for 
two buildings. One was the gold- 


domed Harimandir Sahib, the 
sanctum sanctorum which houses 
the Sikh scriptures and where 


hymns are recited round the clock. 
From here a few fighters were keeping 
up steady machine-gun fire at the 
soldiers, who had orders not to return 
fire at the building which already 
bore several bullet marks from earlier 
firing by non-army security person- 
nel. 

“No more marks,” was the strict in- 
junction, as a result of which the 





casualties among the soldiers were 
heavy. The other sanctuary was the 
multi-storey Akal Takht, the centre of 
Sikh religious authority, where priests 
congregate to issue diktats. Soldiers 
had fought their way into the upper 
floors, but a small group of extremists 
was holding out in the basement, 
where Bhindranwale and his aides had 
taken shelter. 

When the resistance from both these 
buildings was overcome, though the 
army had not fired a shot at the 
Harimandir Sahib, the Akal Takht 
had suffered heavy damage. Bhindran- 
wale was found dead along with Bhai 
Amrik Singh, president of the out- 
lawed All-India Sikh Students Feder- 
ation, and two former major-generals 
of the Indian army, Shahbeg Singh and 
Narindar Singh Bhuller, who had com- 
manded the terrorists, who included 
ex-servicemen. Earlier in the day, 
Longowal and Tohra walked out of the 
complex to be escorted to safety and 


placed in detention. 
i well as the 90 killed, while some 
700 Sikhs surrendered or were 
captured. Several other temples in the 
state were raided by the army and hun- 
dreds of terrorists captured, along 
with arms caches. 

But long after the main operation 
was over, there was occasional sniping 
at the soldiers in the vicinity of the 
Golden Temple, even during a visit by 
President Zail Singh. The fire came 
from militants who had slipped out 


he army suffered 300 wounded as 
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and occupied houses overlooking the 
complex. 

The grim consequences of a reluc- 
tant decision were now unfolding. The 
operation was directed at terrorists 
with whom a section of the Sikh com- 
munity might have sympathised. But 
in the process, the sentiments of the en- 
tire 12-million Sikh community were 
offended. Officials have been em- 
phasising that the army did not enter 
the Golden Temple proper but only the 
temple complex. But even this is sac- 
rilege to Sikhs, who believe that the 
whole complex is as sacred as 
Harimandir Sahib itself. In any case, 
several Sikh temples in the state were 
admittedly violated. 

Sikh reaction in Punjab could not be 
gauged because all routes to the state 
remained sealed. It is possible that the 
strict curfew for the second week run- 
ning and heavy police and army pat- 
rolling have helped prevent mob vio- 
lence and riots. 

But Sikh anger was smouldering in 
the rest of the country. Black-turban- 
ed youths went on a rampage in New 
Delhi and hoisted the Khalistan — 
Sikh homeland — secessionist flag ata 
Sikh temple. Two were killed by police 
fire. In Poonch and Jammu town, in 
Jammu and Kashmir state, the army 
was called out to quell riots and a cur- 
few was imposed. There have been 
demonstrations in other places. 

There are unmistakable signs of a 
Sikh backlash with religious and poli- 
tical dimensions. The Sikh-Hindu 
polarisation was already complete in 
Punjab. The assault on their most 
sacred religious building has only rein- 
forced the Sikhs' crisis of identity and 
may prompt them to seek common 
cause with the country's largest religi- 
ous minority, the Muslims. This in turn 
will add to the residual Hindu mistrust 
of the Sikhs and Muslims. 

On the political plane, even Sikhs 
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who do not belong tothe Akali Dal find 
it difficult to endorse the violation 
of the Golden Temple complex. 
Khushwant Singh, a prominent Sikh 
journalist who has been regardec as an 
establishment figure and is a nomi- 
nated MP, returned the state award he 
received some years ago. Amarendra 
Singh, an elected Sikh MP who had in 
the past mediated between the Akali 
Dal leaders and the government, to- 
gether with another MP, Devinder 
Singh Garcha, resigned his seat. 

The ruling Congress party, which 
won the state in 1980 after a three-year 
gap, is certain to find its hold over the 
Sikhs, who account for 52% of Pun- 
jabs 18 million people, seriously 
weakened. 


drawal of the army from Punjab 

and has mounted a campaign for 
the resignation of Zail Singh — the 
first Sikh to hold the office. Under the 
constitution the president is the sup- 
reme commander of the armed forces 
and nothing could be more galling to 
the Sikhs than the thought that the 
Golden Temple sacrilege had to be car- 
ried out with his technical approval 
and moral sanction. 

Zail Singh's position bars him from 
expressing his personal feelings on the 
matter, but he has been cancelling all 
his public engagements since the ac- 
tion. The prime minister had a long 
meeting with him before the army was 
called out and again after it gained 
control of the Golden Temple. 

But perhaps most disconcerting for 
the government is the backlash in the 
armed forces. Sikhs are thought to ac- 
count for almost 10% of the 960,000- 
man army and have been known until 
now for their fierce loyalty to military 
tradition (REVIEW, 31 May). Sikh sol- 
diers’ resentment found disquieting 
expression in many regimental 
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centres, where mutinies — officially 
described as desertions — were report- 
ed. In Ramgarh, in Bihar state, the 
brigadier who was the commanding 
officer of the Sikh regimental centre 
was shot dead. The  "deserters" 
hijacked buses and were heading to- 
wards Punjab when they were inter- 
cepted and captured. 

Two deserting soldiers were shot 
dead in Rajasthan, and desertions have 
been reported from centres as far apart 
as Pune in Maharashtra, Fort William 


in Calcutta and Siliguri in north Ben- 


gal. 

Sikh deserters with sophisticated 
arms are spreading panic in their 
wake. One truckload from Pune tried 
to capture Bombay's Santa Cruz Air- 
port and hijack an aircraft to Amritsar. 


Baroda and Varanasi airports were . 


closed for fear of similar trouble. The 
pontoon bridge across the Ganga near 
Varanasi was dismantled as a precau- 
tion. 

For every serving Sikh soldier there 
are three former soldiers, mostly in 
Punjab. Among the militants killed or 
captured were a good number of 
former soldiers. The Punjab operations 
are being carried out mainly by non- 
Sikh units of the army and Sikh units 
are deployed mostly outside the state 
boundaries. 

Continued use of the army in Punjab 
— and Mrs Gandhi's son, Rajiv, says it 
will take two or three months to clean 
up the militants — has serious implica- 
tions for Sikh morale in the armed 
forces, affected by rumours of mas- 
sacre of their kith and kin and rape of 
their women. 

While officials played down the re- 
ports of mutinies, which they de- 
scribed as "stray incidents," unofficial 
figures suggested that up to 1,000 men 
were involved in mutinies in one place 
or another. 

The semi-official Press Trust of 
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The watcher in the wings 


As Sikh pilgrims in Pakistan express anger, the 
government keeps its distance and denies involvement 


By Husain Haqqani in Islamabad 


ise hundred Indian Sikh pil- | 


grims, visiting their religion's holy 
places in Pakistan's Punjab province, 
were stranded after the suspension of 
train services between India and 
Pakistan following Indian military ac- 
tion against Sikh extremists in Indian 
Punjab. Some of the pilgrims, who 
spent a few nights on the Lahore rail- 
way station platform before returning 
home on an aircraft chartered by the 
Indian Government, made emotional 
statements to Pakistani newsmen sup- 
porting militant Sikh leader Sant Jar- 
nail Singh Bhindranwale, who was 
killed during the storming of the Gold- 
en Temple at Amritsar by Indian Gov- 
ernment troops. 


Worldwide protests by Sikh communities: in London; in Toronto; in Bangkok . . . 


India reported that in one incident in 
western Gujarat state 13 mutineers 
were killed and 33 seriously wounded 
in a pitched battle with security forces. 
This brought to about 50 those report- 
ed killed in army revolts in the week 
following the Amritsar attack. 

Although government officials were 
busy trying to give the impression that 
the army trouble was of little conse- 
quence, the lie was given to this when 
Lieut-Gen. T. S. Oberoi, chief of 
Southern Command, told a press con- 
ference in Bombay on 12 June that the 
army took a very serious view of the 
mutinies and any mutineers would be 
tried and hanged if found guilty. 

"They have learned a bitter lesson 
and nobody would now dare to revolt 
in the Indian Army," he said, while 
confirming that 126 men had been in- 
volved in a mutiny in his region but 
had all been killed or captured by secu- 
rity forces, who had been given orders 
to shoot to kill when under fire. 


16 


The stranded Sikh pilgrims con- 
demned the government of Indian 
Prime Minister Indira Gandhi and 
praised Pakistan for its tolerance to- 
wards Sikhs. “Soon Pakistan's north- 
eastern neighbour will be Khalistan,” 
said a youthful visitor, referring to the 
name of the Sikh homeland demanded 
by the extremists, adding that “Pakis- 
tanis and Khalsas [Sikhs] will be better 
neighbours. At least Pakistanis have 
never disrespected Nankana Sahib 
[the birthplace of Guru Nanak, found- 
er of the Sikh religion] and Punja 
Sahib [another Sikh shrine in Pakis- 
tan]. The Indian Government has the 
blood of Darbar Sahib [Punjabi term 
for the Golden Temple] on its hands." 


— 
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Back in Punjab, the Sikh psyche 
cannot countenance non-Sikh army 
units policing the state. 


that with the removal of Bhindran- 

wale from the scene, the Akali Dal 
leadership represented by moderates 
Longowal and Tohra will scale down 
its demands and reach an accord re- 
sponding to Mrs Gandhi's offer of 
negotiations, But in many eyes, the 
Akalis are being afforded this oppor- 
tunity at the cost of Sikh honour. In the 
past they had only to carry the ex- 
tremists with them. Now they have to 
carry the entire Sikh community. 
Everything points to a stalemate in the 
absence of a credible Sikh leadership 
with which Mrs Gandhi could negotiate. 

It is possible that in the course of 
time Sikhs who perceive a threat to 
their way of life and identity will over- 
come their factional and denomina- 
tional divisions and throw up a young, 


| might be tempting to conclude 


However, Pakistan's small Sikh 
community refrained from official 
comment, though it apparently shared 
the anger of the pilgrims. Most Sikh re- 
ligious figures in Pakistan are as- 
sociated with the upkeep of Sikh re- 
ligious places in the country, and their 
silence probably reflected government 
policy which emphasises Pakistan's 
non-involvement in India's Sikh issue. 
Local Sikh elders also seem eager not 
to Jeopardise their relationship with 
the Indian Government, especially 
since they claim their knowledge of 
events in India's Punjab state is li- 
mited. 

While the media in Pakistan have 
played up Sikh reaction to the storm- 
ing of the Golden Temple, and Bhin- 
dranwale has been praised for stand- 
ing up to "Hindu imperialism," the 
government here maintains that it con- 
siders the events in India an internal 
affair and does not wish to become in- 
volved. An official spokesman rejected 
Indian allegations of Pakistani in- 
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militant leadership to eclipse the aging 
Akali leaders. Short of propagating 
secession, thenew leadership might es- 
calate the Sikh demands and opt for a 
hard line towards New Delhi 

It is too early to conclude that Mrs 
Gandhi's hard decision has paid off be- 
cause no one knows yet if the back of 
terrorism has really been broken. 
Much depends on how many survive 
the second phase of the army opera- 
tions, how many new recruits they find 
and whether the survivors are a part of 
a tight-knit guerilla organisation or 
merely belong to loosely organised 
bands of criminals. 

The death of Bhindranwale may de- 
moralise them for the present, but 
there is no knowing if he was the only 
leader or if there is a second line of 
leadership left. 

Restive Sikh youths might still re- 
turn to the cult of the gun under a new 
leadership. Besides, there are Sikh 
communities scattered across several 
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— .Pakistani officia b 
claimed that India's allegations were 
unsubstantiated. Pakistan also ex- 
pressed surprise over the fact that 
while the commander of the Indian 


military operation at the Golden Tem- - 
ple spoke of identifying Pakistanis — 


among those killed during the opera- 


tion, no information was conveyed 


about this by New Delhi on an official 
level. Pakistani officials seem con- 
cerned that Mrs Gandhi's government 
might try to divert attention from 
problems in Punjab by starting a mili- 
tary adventure against Pakistan and 
that accusations of supporting Sikh 
extremists are part of the scheme. "I 
hope that does not happen," said one 
official, “we are in the middle of a con- 
structive dialogue and we don't want 
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to go back to square one.” ü 

































By Mohammed Aftab i in n Islamabad 


* ome 800 million people i in seven na- 
ions of the Asia-Pacific region are 







| Aou cude Organisation (FAO) calls 
together with 48. 


its "danger list," 
countries in other parts of the globe, 
representatives from 20 nations, from 
Vanuatu to China were told at the 


FAO's 17th regional conference for 
. Asia and the Pacific in Islamabad. 


Asia's successes included a 10.5% 
boost in cereals production in 1983 — 
to.715 million tonnes — over the previ- 


| ous year. Wheat stole the show, but 
— cereals also pe formed better, 




























close who is on the 55-nation danger 


| | list, as it has yet to be officially passed | 


for release by Rome, but the seven 
from the Asia-Pacific region are: 
























continents and outside the reach of In- 


dian law. Reports from London speak | 
of new hit lists in which Mrs Gandhi's | 
name figures at the top. The Sikhs have | 


a tradition of revenge and Sikhs in Bri- 
tain have vowed to avenge the humilia- 
tion the Golden Temple attack means 
to them, raising the spectre of an inter- 
national circuit of Sikh terrorism. => 
Mrs Gandhi 


Pravda has been more specific in link- 


ing Bhindranwale with the United 


States CIA and Pakistan. Those in 
charge of the military operation claim 
that captured arms were of Pakistani 
origin and that the personal effects of 
some terrorists included Pakistani 
passports. 

If the Punjab problem has interna- 
tional ramifications and given the vol- 
atile situation in Punjab, one is left 


wondering if there is any solution to. 
. the prenne atal. — (^ 





| tion ‘water,’ e REVIEW: 
India and — are almost off 
the danger list with their latest im- 


has been blaming 
foreign powers for the terrorism in 
Punjab, while the Soviet party daily 


: Bangladesh, Bhutan, India, Nepal, 


Singapore, Vietnam and Sri Lanka. 


g populations i in coming de 


proved performance, but they will con- 
tinue to be threatened if subsistence 
farming continues. 


Vietnam is a dark horse, said 


Saouma. In a few years, it has brought : 


down its rice imports from 2 million 
tonnes to only 500,000 tonnes in 1983. 


“There is a dramatic improvement in 
Vietnam's rice growing, as its govern- - 
ment put all its strength in the delta | 


rice-production programme, liberalis- 


| ed the agricultural economy and pro- 


vided incentives," he said. 

Despite the good news on the cere- 
als-production front, the conference 
admitted the problem posed by con- 
tinuing population growth "remains 
acute." The fall in population rates 
which appears to have begun is un- 
likely to bring speedy relief. 

A concentration of resources on the 
most productive land, chiefly through 
an extension of irrigation facilities, is 
the hope à and — which emerged 


| As ia-Pacific countries are in 
growth outstrip agriculture 


. producers and consumers. There are 


: % X growth over Ete : 
endéd in 1981. The in- | 
elped the region keep 
dj. stance, 
| terms than those prevailing 10 ye 
: ; d ago. 

Oof icials were reluctant to dis- |. 
the Asia-Pacific region because of i 
importance as a producer in the globa 


ingapore is regarded as a potential | 
: because of its dependence on food — 
“They will be unable to feed - 





- |- of improvement, there are several p 






| will concentrate on four types o: 


from the conference. New land which 
can be brought under the plough is. 
hardly available. The conference failed _ 
to attain a consensus on how to achieve | 
commodity prices that are fair to both 


problems over the level of support. 
prices for commodities, the rate of sub- 
sidies on inputs and of taxing the 
medium and large farmers, who con- 
stitute an influential electorate. 

Although international aid-givin 
institutions favour a reduction and 
eventual abolition of all input sul 
sidies, several developing countries 
resisting 7 it. 

The continued uncertainty su 
rounding cor nmodity prices is acting 
a damper on production. Most d 
gates agreed that farm prices, for i 
are now 20% lower in re 

















































The price question is crucial 


context. The region grows 90% of the 
world's paddy and has 40% of fisheri 
and 80% of aquaculture, besides a very 
dominant role in tea, jute, rubber and 
timber, as well as significant quan- 
tities of wheat, cotton and fruit. |. 


hile the overall situation ot Asi; 
"Pacific agriculture still needs al 


points in individual countries. — 
_The FAO, resource-starved as 


tivities in the region to help its ag 
culture: increasing food production. 
strengthening food security, maximi 
ing impact at the field level and promo 
ing economic and technical coopera- 
tion among the region's developing. 
countries. The priority areas are inten- 
sified research into water management 
and fertiliser use; micro-level studies. 
on agro-ecological capabilities to de 
termine the production potential of. 
land and other resources; improved: 
production, utilisation and marketini 
of neglected fruits and vegetables; in 
tegrated pest management; evolution. 
of salt-tolerant crops; pollution con- 
trol, and safe handling of pesticides. 
The conference stressed the need to 
assist Pacific island nations to intro-. 
duce rice on a pilot scale, as well a 
plant protection and quarantine mea- 
sures. Research into tissue culture and 
hybrid seeds as well as the promotion 
and development of buffalo for farm 
power, milk and meat potential, wer 
also highlighted. | | 


PAKISTAN 


Speak no more 


Zia bans reporting on outlawed political parties, 
cutting off their access to the general public 


By Husain Haqqani in Islamabad 


fter several months of relatively 

free political debate, Pakistan's 
military government has prohibited 
newspapers from reporting the ac- 
tivities of officially banned political 
parties. The order came after almost all 
politicians had expressed opposition 
to President Zia-ul Haq's plans for a 
transition to civilian rule under a re- 
vised political framework. Although 
Zia has yet to make a final announce- 
ment about the date and mode of par- 
liamentary elections, he has declared 
that the new system will be based on 
Islamic principles and that there is no 
room for political parties in Islam. 

The blackout on political re- 
porting, which came in the form of 
a reminder to newspaper editors in 
late May that since political par- 
Lies were banned under martial 
law they should not be mentioned 
in the media, underscores the mili- 
tary rulers’ dislike of politics, 
which they find contentious and 
divisive and which they see as hav- 
ing little role to play in their 
scheme of things. 

“This government does not want 
politics, elections or democracy,” 
said an opposition leader, com- 
menting on the new restriction on 
the press. “If anyone had illusions 
about the rulers' intentions, they 
should change their minds after 
this move," he said. But officials 
argue that the reporting ban is 
necessary if the regime is to go 
ahead with its plans for elections 
and restoration of some form of 
democracy. "The politicians had sev- 
eral months to speak their minds,” said 
a high-ranking official who declined to 
be named, "but all they came up with 
was factional nonsense and idealistic 
demands. The way things were going, 
the nation would have been even more 
confused than it already is." 

Zia himself told the annual dinner of 
the All-Pakistan Newspapers Society 
in Karachi that the political-reporting 
ban was one of his "most popular 
moves" in recent times. "Every day I 
receive letters and cables from the gen- 
eral public commending the ban. The 
other recent action of the government 
receiving such wide support is our or- 
dinance relating to the Qadianis 
[Ahmedis]," he said, referring to re- 
strictions imposed on the Ahmedia Mus- 
lim sect (REVIEW, 7 June). Zia em- 
phasised that the reporting ban was 
temporary and would be removed “at 
an appropriate time." 

The government's motives are not as 
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altruistic as official statements pro- 
claim. Contentious statements by poli- 
tical leaders contribute towards con- 
fusion no more than conflicting opin- 
ions on Pakistan's future political sys- 
tem expressed by top government 
leaders, but the latter have not been 
banned. Observers point out that if the 
government wanted to remove confu- 
sion, it should have clearly stated its 
political programme, and the military 
should have presented it to the public 
for a vote in a referendum. 

Instead, several questions have been 
left open, such as arguments about 





whether a presi- 
dential or par- 
liamentary sys- 
tem is desirable, 
and whether 
there should be a 
multi-party or 
non-party demo- 
cracy. It appears 
government deliberately 


the 
created issues for political debate so 
that the politicians' confusion was ex- 
posed for later condemnation. 


that 


BH y banning reporting on political 
activities, the regime has deprived 
politicians of their access to the public, 
as most Pakistani political parties are 
poorly organised and resort to press 
statements in the absence of grass- 
roots organisations. Opposition 
sources claim that the move is part of a 
new government strategy to hold sur- 
prise elections either in November this 
year or February 1985, giving little op- 


p 


w - 
Voting in local polls last year; Zia: what's next? 


portunity to the opposition to mount a 
serious challenge. 

"They tried to convince us in favour 
of non-party elections and failed," said 
one opposition leader. "Their plan now 
is to keep us away from the people and 
prevent us from organising an election 
boycott. Then they will hold a rubber- 
stamp election and transform their 
shoora [Zia's nominated quasi-parlia- 
ment] into an ‘elected national assem- 
bly'." 

The superficial silence resulting 
from the reporting ban hides increas- 
ing polarisation between supporters of 
the status quo and politically con- 
scious groups of various persuasions. 
Critics of the regime say that the clos- 
ing of all public avenues of opposition 
means that people with grievances 
against the regime are likely to join the 
underground opposition. "Not every- 
one is satisfied with any government,” 
remarked à political commentator. 
"The disaffected should have a vent 
which is now closed in Pakistan. If 





things don't change, there will be an 
explosion some day.” 

Not everyone agrees with the 
prophets of doom, but the enthusiasm 
of even previously staunch supporters 
of Zia is waning, as they feel that the 
government is becoming increasingly 
complacent. Zia is less accessible now 
than he was even six months ago, and 
the mood of officials is one of self-jus- 
tification rather than evaluation and 
self-assessment. 

“The government is driving itself 
into a corner,” remarked a newspaper 
editor, formerly considered pro-gov- 
ernment. “The tolerant style which en- 
abled Zia to rule with ease despite the 
handicaps of being a military ruler is 
declining. Islam and positive change 
are no longer concerns of the rulers as 
they were before. Maybe they are tired 
and simply want to rule and change 
nothing. Maybe they think it is easier 
to do that without any criticism to 
bother them.” Oo 
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Allen Paulson remembers what took him to the top. 
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"Begin at the bottom and 
learn everything you can every 
step of the way.’ 

That's the credo of Allen 
Paulson, majority owner and 
operator of the largest cor- 
porate aircraft manufacturing 
company in the world. 

His spectacular rise in the 
aerospace business can be 
matched only by the exquisite 
aeroplanes he makes and sells. 

Starting at 18 as a mechanic 
for TWA, he's worked as a 
flight engineer, a test pilot, a 
commercial pilot and, even 
today, he's still flying. 
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And flying high. “Behind 
the controls, 40,000 feet in 
the air, you can get back to 
basics, he says. 

Remembering the basics is 
probably what's behind Gulf- 
stream's continual success. 

A lot of it, he puts down 
to single-mindedness about 
corporate aircraft. Decisions 
are made swiftly. Actions take 
days, not weeks. 

And yet there is a calm and 
studied precision which he 
applies to his forward plan- 
ning. And Allen Paulson is one 
of the world's great planners. 








You can't build a plane like the 
Gulfstream III any other way. 

As with any well-built ma- 
chine, the process is long, the 
timing precise and the result 
—a masterpiece. 

At Rolex, we have little 
trouble understanding this 
concept. It underlies the con- 
struction of every time-piece 
that bears our name. Like the 
President Day-Date Chrono- 
meter in 18ct. yellow gold. 
Planned to give precise infor- 
mation to a demand- 
ing president. Like W 


Allen Paulson. ROLE X 
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nt Day-Date Chronometer in 18ct. gold : 
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The telephone system 
for growing companies. 


Plessey CDSS. 





Plessey CDSS is an expandable telephone 
system for companies requiring up to 250 extensions. 

Ten thousand systems have already been 
sold worldwide. 

For all business users, Plessey CDSS offers 
significant time and cost cutting telephone features 
and services usually only found on much larger 
systems. 

All-digital electronics also mean that Plessey 
CDSS can handle all the high-speed data require- 
ments of small and medium sized companies. 

Self diagnostic programmes constantly 
monitor the system's performance, to provide a 
simple, reliable, and cost-effective maintenance. 

Stylish Plessey CDSS is available in three 
compact sizes which require minimum office space. 

It's just one of a complete range of digital 
telephone systems from Plessey. 

Talk to your dealer about the digital telephone 
system that thinks along the same lines as you. 
Plessey Office Systems Limited, Beeston, 
Nottingham, United Kingdom NG9 ILA. 

Tel: Nottingham (44-602) 254831. Telex: 37468. 


PLESSEY 


Iransack Systems Limited, 93 Mittal Tower, B-Wing Nariman Point, Bombay 400 021, 
India. Tel: Bombay 231006 

Plessev Telecommunicauons (Hong Kong) Limited, Tugu Insurance Building, 

12th Floor, | Lockhart Road (GPO Box 617), Hong Kong. Tel: Hong Kong 5-275555 
Jardine Engineering Corporauon Limited Hopewell Centre, PO Box 517GPO, 

Hong Kong. Tel: 5-28442 

Plessey Communications Systems (Pty) Limited, 122 Arthur Street (PO Box 940), 
North Sydney, New South Wales 2060, Australia. Tel: 923 6333. Telex: 21339 

Cables: Plesspac Sydney 

Plessey Malaysia Sendirian Berhad Wisma Bintang, 47-49 Jalan Bukit Bintang 

(PO Box 2228), Kuala Lumpur, Malasia. Tel: 48-5066. Telex: MA 30918 

Cables: Plessey Kuala Lumpur 

Plessey Singapore (Private) Limited, Chinese Chamber of Commerce Building, 

47 Hill Street, Singapore 0617 (PO Box 2932). Tel: 336-8883/336-8888. Telex: RS 22013 
Cables: Plesseysin Singapore 


PLESSEY and the Plesuey rysmbol are Registered Trade Marks of The Plessey Company pii 





FLY MALAYSIAN. YOU 


SOFT MALAYSIAN SMILES 
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Newly-dyed handpninted Malaysian batik hanging out to dry. 





Bangkok € B.S. Begawan € Haadyai € Hong Kong @ Jakarta € Jeddah € Madras € Manila € Medan € Perth € Seoul e 


LL LOVE THE FEELING. 


Our inflight crew will look after you 

as all Malaysians do. Specially. Personally. 

With a smile. Nothing is too much trouble. F ge 
It's part of a gentle Malaysian charm that IE 

comes naturally. MEME 


THAT SAY WE CARE. 
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39 MAS WELL TREAT YOU LIKE GOLD 
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a malaysian airline system 


747S TO AMSTERDAM € DUBAI € FRANKFURT € KUALA LUMPUR € KUWAIT € LONDON € MELBOURNE € PARIS e SYDNEY 
Singapore € Taipei € Tokyo and 36 destinations within Malaysia.For reservations contact your travel agent or any Malaysian Airlines office. 
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INDONESIA 


Points of 


Parliament is gearing up to debate five bills, 
of which touch on basic and senaitivaissues: ^ — 


By Susumu Awanohara in Jakarta 


EREE E s parliament will soon dis- | 


cuss five bills concerned with domes- 
tic polities. While critics consider the 
legislative body a rubber stamp for 
President Suharto and while there has 


already been a great deal of public de- - 


bate and private lobbying and bar- 
gaining over the substance of some of 
the bills, they touch on fundamental 
and sensitive issues and their delibera- 
tion could be stormy. 

The bills include three amendments 
to existing laws on general elections, 
the size and composition of parliament 
and the People's Consultative Assem- 
bly (MPR) and the political parties. In 
addition there are proposals for two 
new laws; one on social organisations 
and another on referendums for con- 
stitutional amendments. 

While general elections have become 
more or less routine and the authorities 
are generally satisfied with the per- 
formance of Golkar — the govern- 
ment-backed political grouping — the 
government was embarrassed by erup- 
tions of violence duririg the 1982 cam- 
paign period, including large-scale 
rioting in Jakarta. Also, the campaign- 
ing tended to become emotional — ap- 
pealing to religious and other primor- 
dial loyalties — as well as physical, 
emphasising a show of force rather 
than cogent programmes. As is nor- 
mally the case, the authorities blamed 
extremists on the Right and Left, and 
warned that changes in the rules were 
in the works. 

The government is now proposing a 





shortening of the. campaign period | 
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from the current 45 days, as well as 
greater restrictions on mass campaign- 
ing, including rallies and processions. 
It also feels that the powerful election 
emblem used by the Muslim United 
Development Party (PPP), the Ka'abah 
Shrine in Mecca, is no longer appro- 
priate since the PPP has, along with 
the other election contestants — Gol- 
kar and the Indonesian Democratic 



















ogy Pancasila as its sole guiding prin- 
ciple. 

The government seems to feel that 
the PPP has been secularised suffi- 





Muslims have given up hope of pushing 


does not expect strong resistance from 
the PPP, whose co-opted top leaders 
have expressed support for the official 
line. But there are signs of dissatisfac- 
tion among the ranks, though the ex- 
tent is difficult to gauge. 

The government will not want to ap- 
pear too tough on the PPP and so will 
suggest that even devout Muslims have 
opposed the use of the Ka'abah symbol 
by the PPP and that the party might be 
able to create an emblem infused with 
Islamic meaning by using some of the 
graphic symbols associated with Pan- 
casila, notably the star. 

The bill on parliament and the MPR 








increased from the current 460 to 500, 
in keeping with the guideline that 
there should be one elected MP for 
every 400, 000 people, and of the latter 


current law, the PPP has Islam as it 


| tice and Golkar has professiona 
- for the sake of national welfare and 
| cial justice. All of these will now 
' dropped. Since Suharto called on 
| political organisations to adopt P: 


| to cover all 


Party (PDI) — adopted the state ideol- | 


ciently and that the die-hard radical | 


their cause through the party. Thus it | 
Suharto that the original hard 


to continue. 


proposes that the seats of the former be - 
organisations as social organisati 


rom 920 to h 000. The keyi is Shat the | 









This 5 will be ogee: up by the ge 
ernment as an important step toward 
further democratisation. 

Until now the armed forces (Abr 
have taken only 75 of the 100 ap 
pointed seats allocated to them — on th 
grounds that they should not take p 
in general elections but should be re- 
presented — giving the remainder to 
Golkar. The bill proposes that Abri 
should fill all 100 seats. 

The bill on political parties and Gol- 
kar will simply confirm that the PPP, 
the PDI and Golkar have adopted Pan- 
casila as their sole principle. Under the 






























*principal characteristic," the PDI has 
democracy, nationalism and social 7 




















casila as the single principle in Aug! 
1982, the three organisations have 
reed to comply. 

Suharto subsequently escalated 
Pancasila- as-single-pr inciple dema 
“social organisation 
creating much controversy. In an € 
parent attempt to please the presid 
some ministers tried to force the: 
on various or ganisations, while tl 
leaders of the nation's religious es 
lishment — encompassing Musl 
Christians, Hindus and Buddhist 
expressed strong and persistent ci 
cern that, depending on defin 
and ways of implementation, tl 
would have to oppose the governm 
policy. 

























































he government has tried to 

with these concerns behind clo: 
doors so as not to raise emotions 
threaten stability. Although tens 
remains, the bill which has been 
sented to parliament indicates 
conciliatory elements within the g 


+. 


ernment have managed to convi 

























coercive approach would not go dow 
well. 

The new approach is based on the 
belief that if the Pancasila-as-single: 
principle policy were imposed on al 
social organisations, it would ensurt 
that the diverse ideals and objectives 
in a still-fragmented and centrifuga 
Indonesian society could be placet 
within the framework of broad na 
tional goals and that, despite the fears 
of some to the contrary, Pancasila wil 
be capable of allowing heterogeneit: 


































Whereas earlier formulations of 
policy tended to classify all religi 






and demanded a blanket complian 
from them on Pancasila, the new pr 
posal says that mass organisatioi 
which restrict membership accor 















NOS E Cina a "only Wn) 
execu ing their boca! programmes and 
* participating in national deci- 
sion-making. 

The relevant social organisations are 
defined as those which are entirely 
made up of Indonesian citizens, which 
are private organisations with volun- 
_ tary membership and which have so- 

cial programmes. This definition 

excludes many organisations such as 
— the Roman Catholic Church, the gov- 
ernment-sponsored Council of Islamic 

Scholars and the Rotary clubs, all of 
= which had felt they would come under 
— the new law. 

= The proposed new law on referen- 
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. INDOCHINA 


» 
.. By Paul Quinn-Judge in Bangkok 


H anoi has rounded out its picture of 
LE alleged Chinese aggression with a 
claim of a massive military victory and 
a spy trial. The report of the military 
victory came in the official newspaper 
- Nhan Dan on 5 June. Between 2 April 
and 2 June. the newspaper claimed, 
Vietnamese troops "put out of action" 
. 5,500 Chinese. One Chinese regiment 
— and nine battalions had been seriously 
damaged. Nhan Dan claimed, 38 artil- 
lery positions destroyed and "dozens" 
of Chinese troops taken prisoner. 
The claim is hard to reconcile with 
— — earlier reports of border fighting. The 
commander of the Vietnamese First 
n Military Zone, Gen. Dam Quang 
— "Trung, gave details to journalists in 
, Hanoi in late April of a Chinese mili- 
- tary incursion on 6 April (REVIEW, 19 
- Apr.) but said that Chinese losses were 
— hard to gauge. From the general tone of 
— "Trung's account, however, Chinese 
= casualties on that occasion were light. 
Earlier Chinese and Vietnamese claims 
of serious shelling and major incur- 
‘sions along the border have proved 
— equally difficult to substantiate. 
Virtually simultaneously with the 
-Claim of military victory came a report 
— of the trial of three alleged Chinese 
— Spies in the northern province of Ha 
—. Tuyen. 
k. Although the trial took place at the 
_ end of May, the three men had been 
~ captured by Vietnamese forces five 
— years before, in August 1979. Signific- 
— antly, all three were members of the 
— ethnic minority groups that straddle 
—— both sides of the border: the alleged 
team leader Ban Van Tuong, is a Zao- 
Vuong, Tu Thanh is Hmong, and Luu 
Nhu Dao is a Vietnamese-born 
member of the San Diu ethnic group, a 
- minority related to the Chinese. About 
[ - 40,000 San Diu live in Vietnam. 
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titude. The. Veran dis E willing ie 
change an almost sacrosanct constitu- 
tion if the people so desire but it is 
fairly certain that the government will 
impose stringent conditions. making 
sure that amendments will not come 
flippantly. 

It is felt that the government should 
use the deliberation of the five bills for 
political education, as they contain 
fundamental issues — a genuine con- 
sensus on Which will be of enormous 
value to it. But the fear is that concern 
for security and stability will prevail 
and that the parliamentary debate will 
be controlled to excess. o 


Borderline cases 


I" Vietnam inflates claims of victorious frontier clashes in hopes 
_ of unbalancing Chinese approaches to the US and Thailand 


All three men were reportedly re- 

cruited in Malipo county, Yunnan pro- 
Wince, and were assigned to work 

among ethnic minorities on the Viet- 
namese side of the border. They were 
given sentences ranging from 14-18 
vears. 

Both the Chinese and Vietnamese 
accounts of border tension are clearly 
exaggerated, but serve specific pur- 
poses in each country’s foreign policy. 
The Chinese intensification of military 
pressure along its southern border 
with Vietnam is probably intended to 
signal displeasure at the Vietnamese 
attacks on the bases of the Democratic 
Kampuchea coalition over the past two 
months. At the same time, the Chinese 
probably also hope that the timing of 
the attacks — they preceded the visit to 
China of United States President 
Ronald Reagan in April and have con- 
tinued through a round of high-level 





with the visits, and their estapgeralion 
of Chinese military activities probably 
reflects this. The visits to China of Thai 
supreme commander Gen. Arthit 
Kamlang-ek and US Ambassador to 
the United Nations Jeane Kirkpatrick 
in May, and the visit to the US of 
Chinese Defence Minister Zhang Ai- 
ping, which started on 11 June, have all 
provoked  caustic comment from 
Hanoi. 

A commentary in Nhan Dan on 7 
June, for example. called Zhang's visit 
a "new and dangerous step in the 
Chinese-US military collusion.” This 
collusion had already reached new 
heights with the signing during the 
Reagan visit of an agreement on nu- 
clear cooperation, Nhan Dan said. The 
main aim of Zhang's visit, it claims, is 
"to seek Washington's help for Pe- 
king's programme of military moder- 
nisation, in furtherance of its expan- 


| sionist and hegemonistic ambitions.” 


Zhang's comments to reporters before 
he left Peking on 5 June seemed to con- 
firm that one of the main items on his 
agenda in Washington would be the 
study of advanced military techniques 
and the possible purchase of advanced 
military technology. 

In Hanoi's view the most sinister as- 
pect of the whole visit is its timing. 
Zhang, Nhan Dan says, is going just as 
China has begun an “extremely seri- 
ous" campaign of shelling and ground 
attacks along the border and preparing 
a new escalation of the conflict. For his 
part, Zhang noted pointedly before he 
left that the situation along the Sino- 
Vietnamese border had quietened 
down. 

Neither can the Vietnamese be very 
pleased at the current round of visits to 
China by senior Thai military officers. 
By the end of June, if all goes according 
to plan, the commanders-in-chief of all 
three military services will have visit- 
ed Peking in the space of two months. 
Arthit is also commander-in-chief of 
the army. His navy counterpart, Adm. 
Praphat Chanthawirat arrived in Pe- 
king on 5 June and the air force com- 
mander is due there at the end of the 
month. 

The border tension does, however, 
bring with it some advantages for 
Hanoi. The Vietnamese feel that 
Chinese military pressure led to the 
Soviet decision to cancel the visit to 
Peking of Deputy Prime Minister Ivan 
Arkhipov. And the fighting serves to 
remind the Vietnamese population — 
more importantly, elements of the 
communist party — that China is the 
main enemy of the hour. Although Pe- 
king has been the main enemy for the 
past five years, it was one of the main 
allies for the preceding 40; and, judg- 
ing from persistent complaints in party 
journals, some members of the com- 
munist party have been slow to adjust 
to the new state of affairs. o 
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The quick switch: 
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Marcos stays in the driving seat 


The opposition's election gains may curb the president, 
but he shows no sign of intending to surrender power 


By Guy Sacerdoti and Rodney Tasker in Manila 


he central political issue in the 

Philippines in the wake of its first 
real election in more than a decade is to 
what extent the undeniable clamour of 
a substantial portion of the population 
for change will modify President Fer- 
dinand Marcos' almost total grip on 
power. 

Despite a massive spending spree by 
Marcos' ruling Kilusang Bagong Lipu- 
nan (KBL) party to gather votes, about 
a third, or more than 60, of the seats in 
the national assembly will be filled by 
the regime's opponents. Many Fili- 
pinos want to know if this will be 
translated into a new era of political 
stability which in turn could halt the 
dangerous economic nose-dive which 
the country is suffering (page 80). 

The answer is clouded with uncer- 
tainty, given the constitutional muscle 
which Marcos still enjoys — and ap- 
pears to be intent on retaining — and 
the fact that opposition assemblymen 
have nowhere near the two-thirds 
majority necessary to trim these pow- 
ers. The opposition for the moment 
also remains factionalised, with lead- 
ers who until now have put personal 
ambition before any attempt to emerge 
as a unified bloc to battle Marcos and 
his political forces. 

Yet, even though the KBL retains a 
2:1 majority in the assembly, change is 
clearly in the air. Filipino politicians 
and their supporters are no longer 
cowed by the threat of official retribu- 
tion if they vent their views and, if no- 
thing else, the assembly should provide 
Marcos' critics an open platform to 
speak out against the regime. Tragi- 
cally, it took the assassination of Mar- 


cos' chief political rival, former sena- 
tor Benigno Aquino, in August 1983, to 
act as a catalyst to resurrect the 
Filipinos' traditional love of political 
freedom, which had been suppressed 
since Marcos declared martial law in 
1972. 

In many ways Marcos has only him- 
self to blame for the fact that the politi- 
cal focus is now centred on his powers 
more than the way he uses them. Since 
1972, he has developed the presidency 
effectively into an instrument of one- 
man rule. Despite the official lifting of 
martial law in 1981, Marcos can still 
rule by decree by virtue of the sweep- 
ing constitutional Amendment 6, pass- 
ed in October 1976, which empowers 
him to create laws if he feels the na- 
tional assembly "fails or is unable to 
act adequately on any matter that for 
any reason in his judgment requires 
immediate action . .." Marcos is obvi- 
ously in no mood to give up this conve- 
nient means of retaining at least a 
semblance of the power he has wielded 
for so long. 

Asked at a recent press conference 
whether he would allow the assembly 
to limit his powers to issue decrees and 
detain alleged subversives without 
trial, he again blamed the communist 
insurgency for creating the need for an 
iron grip. "I personally would resist it, 
not because of any personal wish for 
power, but because it's part of the fight 
against these subversives and ter- 
rorists," he said. 

The opposition is now intent on what 
it calls "dismantling the Marcos dic- 
tatorship." That is the official line 
from the opposition umbrella group, 


the United Nationalist Democratic Or- 
ganisation (Unido), and the other 
major opposition faction, the Pilipino 
Democratic Party-Lakas ng Bayan 
(PDP-Laban) coalition. But more 
realistic opposition leaders would pre- 
fer now to soft-pedal major political 
targets, such as destroying Marcos 
which at the moment is an impossible 
dream, and concentrate on more posi- 
tive matters. 

The Unido president, former senator 
Salvador Laurel, who is constantly 
quoted in the local and international 
media as the main opposition spokes- 
man despite the fact that he declined to 
run in the assembly election, has been 
quietly told by some of his colleagues 
who did run that he does not represent 
opposition thinking when he makes 
headline-grabbing calls for the im- 
peachment of Marcos and the dissolu- 
tion of his powers. 

There is also some unease in opposi- 
tion ranks about the fact that Marcos 
seems quite happy to point to Laurel as 
the leader of the opposition, and even 
recently named him as a contender for 
the presidency in the election sche- 
duled for 1987. 


he election was an undoubted blow 

to Marcos, and more specifically his 
wife Imelda who had to watch 15 oppo- 
sition candidates score victories in 
Metro-Manila's 21 constituencies de- 
spite the millions of pesos she is reli- 
ably reported to have spent to push 
KBL candidates through. Mrs Marcos 
is currently governor of Metro-Manila 
as well as minister of human settle- 
ments, but she is on record as offering 
to resign from both positions; and, ac- 
cording to insiders, some of Marcos' 
advisers are urging that her ministry, 
which has enjoyed a larger budget than 
most, should now be dismantled. She is 
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In purely domestic political terms, 
the election results can be viewed as à 
serious undermining of Marcos' per- 
sonal authority, not to mention the loss 
of face. But, as one senior cabinet 
minister told the REVIEW, Marcos as 
president was satisfied that the oppo- 
sition gains during the election would 
appease international critics — par- 
ticularly the United States, to which 
the Philippines still has an economic 
and strategic umbilical cord — by il- 
lustrating that a large measure of 
democracy has been restored in the 
country. 

To this extent, the opposition will 
find it more difficult to paint Marcos as 
an oppressor. In the new political cli- 
mate in the Philippines, opponents of 
the regime will not be able simply to 
call Marcos a dictator and hope for po- 
litical support from overseas. Opposi- 
tion assemblymen will have to go 
through Marcos' programmes, par- 
ticularly economic policies which have 
seriously weakened the country, with à 
fine-tooth comb to show that one-man 
rule has been bad for the Philippines. 
There are substantial grounds for be- 
lieving that Marcos has used his abso- 
lute powers as a tool for self-perpetua- 
tion and rewarding political and busi- 
ness associates, but the opposition now 
has the burden of using the floor of the 
assembly to try to prove that this has 
harmed the country's progress. 

Many of the newly elected opposi- 
tion assemblymen hark back to the 
pre-martial law institutions of the 
congress and senate and do not fully 
reflect the aspirations of the country's 
youth — more than half the electorate 
are 30 or under. If the years of Marcos' 
authoritarian rule can be blamed for 
anything, it isthat few figures were al- 
lowed to emerge as potential leaders. 

The president's cabinet has been 
stocked with men who are viewed more 
as obedient extensions of Marcos than 
people with individual clout and the 
legal opposition, now that Aquino is 
dead, has been rightly caricatured as a 
group of toothless individuals who 
posture for the foreign press instead of 
getting down to what should be their 
domestic chore of drawing up a blue- 
print for an alternative government. 
Many potential young leaders during 
the martial-law years opted to take up 
their struggle in the hills with the out- 
lawed Communist Party of the Philip- 
pines (CPP) rather than face the frust- 
ration of challenging Marcos through 
legal means. 

Among the known names who will 
take their places in the assembly's op- 
position benches are former senators 
Eva Kalaw, a stalwart of the old Lib- 
eral Party who was top vote-getter 
among Manila City assemblymen, 
PDP-Laban's Ramon Mitra, who de- 
feated Natural Resources Minister 
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Palawan, and former speaker Jose 
Laurel, who led the poll in Batangas 
province. But there are high hopes in 
the opposition that younger, lesser- 
known people will now make their 
mark. Among these is PDP leader 
Aquilino Pimentel, who is also mayor 
of the southern city of Cagayan d'Oro. 


mong the opposition groupings, 

members of PDP and Laban are 
perhaps the most active. Laban is a 
party which was originally formed by 
Aquino to challenge the KBL in the 
widely discredited assembly election 
in April 1978. In the Philippine 
Tagalog dialect, Laban means “fight,” 
and during the recent election it be- 
came a by word for opposition to Mar- 
cos. Even among voters supporting 
candidates for Unido or other opposi- 
tion groups, Laban was the word, with 
the distinctive slogan of a right hand 
held high with the thumb and 
forefinger in an “L” shape. 

Leaders of the Laban party are con- 
fident that they can become the 
backbone of the opposition in the as- 
sembly. They have a prestigious rally- 
ing figure of their own as their symbol 
— Corazon Aquino, widow of the mur- 
dered senator. Mrs Aquino, along with 
her brother, Jose Cojuangco, a wealthy 
businessman, are at the centre of the 
Laban organisation. And with their 
combination of the Aquino name and 
potential backing of the business com- 
munity, Laban could draw in members 
of other opposition parties. 

Many opposition assemblymen are 
also counting on some degree of sup- 
port on major issues from a handful of 
their counterparts in the KBL who are 
less than diehard Marcos supporters. 
Chief among these is former senator 
Arturo Tolentino, who has been active 
recently in testing opposition senti- 
ment and advising Marcos to com- 
promise on such issues as his decree- 
making powers, Although he is reli- 
ably learned to have been offered the 
position of foreign minister, Tolentino 


Teodoro Pena in the island province of ; is publicly keeping his political dis- 
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ing of political and 
business leaders of the 


congress as long as the 
president kept his de- 
cree-making powers. 
He argues that until 
Marcos agrees that 
this compromise is 
necessary, there can 
be no true political 
stability. Other senior 
KBL figures, includ- 
ing some ministers, 
are known to have 
privately expressed similar views. 
One important result of the huge 


capital region, Tolen- - 
tino was candid in 
commenting that the - 

new assembly could  - 
never be as strong às - 
the pre-martial law 


turnout for the election and the failure — 


of the boycott movement in most areas 


has been a gain for the opposition in - 
stemming the drift to the radical Left 


as the only effective vehicle for chal- | 


lenging Marcos. The resulting isolation | 


of the Left also played into Marcos’ 
hands. 


The Left, which basically comprises _ 


the National Democratic Front, an - 


umbrella for the CPP, its armed wing, 


the New People's Army and other radi- — 


cal elements, campaigned for a boycott 
of the election. Support was given by 


Aquino's brother, Agapito, and former | 
senators Lorenzo Tanada and Jose . 
Diokno. But it failed as Filipinos © 
showed that whatever their doubts — 


about the election, they wanted to vote. — 


For the time being, therefore, the op- 


position mantle has been taken away- 


from the revolutionary Left and put on 


rT 1 
s B 


the shoulders of moderate politicians. 


This must be comforting to Marcos, : 
who may now feel he has a freer hand 
to crack down on leftist-inspired in- 


dustrial actions without a hue and cry 
being raised by the legal opposition. 
But the REVIEW has learned that the 


CPP is now aiming at the local election — 


of mayors and governors, scheduled 


for 1986, with plans to field its front - 


men on the basis that local officials 
have more effective power than a weak 
central legislature such as the current 















4 


assembly. Until then, the communists  - 


have said they plan to step up their vio- 
lent tactical operations against gov- 
ernment forces and extend their mass 
base, particularly among rural and 
urban labourers. 

The CPP, which has increased in 
strength dramatically over the past 
year, is obviously a worrying factor for 


Marcos. In a recent press conference, — 


he warned about “subversive terrorists 
who seek to undermine our govern- 
ment by violence, and who seek to ob- 
tain authority through the barrel of the 


gun.” They are, he added, “our * 


enemies.” 
29 
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Sorting out the sick economy is the Philippines’ top 
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priority, and Manila businessmen can help out 


05 of the most crucial aspects in 
the aftermath of the Philippine Na- 
tional Assembly elections is the cur- 
rent economic crisis; how the govern- 
ment can resolve the immediate task of 
obtaining a rescheduling package for 
its US$25.6 billion foreign debt and in 
the longer term rekindle the business 
confidence needed to bring the econ- 
omy back on track. 

President Ferdinand Marcos hoped 
that holding a credible election would 
be an important first step in trying to 
convince the Philippines' 400 foreign 
creditors that the country was politi- 
cally stable. It was an exercise to show 
that he had fulfilled his promise to 
allow greater opposition representa- 
tion — while simultaneously main- 
taining a strong leadership able to take 
tough economic measures. 

A growing factor in the political 
equation since the assassination of Be- 
nigno Aquino in August 1983 has been 
the attitude of local businessmen. One 
of the largest post-assassination rallies 
held in Manila's financial district of 
Makati was organised by the business 
community in November, when 15,000 
executives, professionals, bankers and 
businessmen called for Marcos' resig- 
nation. 

But the increasing presence of Left- 
oriented students and organisations of 
the National Democratic Front — an 
umbrella for the outlawed Communist 
Party of the Philippines — in the dem- 
onstrations led many to move away 
from the resignation demand and to- 
wards participation in the elections. 
While some came out vocally for the 
boycott movement, the vast majority 
felt they should ensure their votes 
would be counted. 

Businessmen were also strongly be- 
hind the creation of the National Citi- 
zens Movement for Free Elections 
(Namfrel) which acted as an indepen- 
dent monitor of polling on election 


. day. Its chairman, Jose Concepcion, is 


a former Philippine Chamber of Com- 
merce and Industry president, and it 
was no coincidence that Namfrel's for- 
mation was announced at a Manila 
Rotary Club meeting in January. Local 
companies supplied most of the money 
and equipment — including computers 
— for Namfrel's successful “quick 
count” immediately after the election. 

Concepcion says Namfrel will now 
shift its focus to the assembly itself and 
is beginning to organise a watchdog 
group aimed at ensuring that the 
elected assemblymen live up to their 
campaign promises and that the as- 
sembly functions according to the law. 
How the Namfrel organisers intend to 
do this remains vague. 


A number of Namfrel members also 
belong to the Makati Business Club 
(MBC), which came to prominence in 
August 1982 with the publication of Is- 
sues and Perspectives (REVIEW, 24 
Sept. '82), the culmination of several 
seminars which outlined how the 
country’s senior businessmen viewed 
economic development, frequently in 
political terms. While emphasising the 
need for greater regional responsibil- 
ity in determining economic policy, it 
also criticised Marcos’ centralised 
policymaking apparatus, bemoaned 





the fact that businessmen were seldom 
consulted before major policy deci- 
sions were made and emphasised that 
the growing military presence in the 
provinces was a major reason invest- 
ment confidence was on the decline 
outside Manila. 


haired by Enrique Zobel, who 

headed the huge Ayala Corp. until he 
retired last year to concentrate on 
Ayala International, the MBC was ex- 
tremely active during the Makati dem- 
onstrations and largely supported 
groups such as Namfrel. MBC vice- 
chairman Jaime Ongpin, head of cop- 
per and gold producer Benguet Corp. 
and brother of Trade and Industry 
Minister Roberto Ongpin, remains an 
outspoken critie of government econo- 
mic policies and holds fast to the posi- 
tion that the roots of the current econo- 
mic malaise and crisis lie in Marcos’ 
political attitude. 

The MBC made an unusual move on 
6 June by holding a dinner for all 
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along with those of other business and 
financial associations, to supply eco- 
nomic and business data to assembly 
members, particularly when commit- 
tees are discussing economic issues. 
Members of both the United 
Nationalist Democratic Organisation 
(Unido) and the ruling Kilusang 
Bagong Lipunan (KBL) party present 
were receptive to the idea, but offered 
nothing concrete concerning how to set 
the system up. Vicente Paterno, a 
former industry minister who was 
moderator at the open forum, called it 
a very small first step. However, Zobel 
candidly said it was a waste of two 
hours. 

One thing that became crystal clear 
during the meeting was the total lack 
of ideas among the assemblymen-elect 
— including Metro-Manila Vice-Gov- 
ernor Mel Mathay and Deputy Minis- 
ter of Human Settlements Conrado Be- 
nitez. The assemblymen were also at a 
loss as to how to exploit fully the MBC 
offer in order to sharpen the economic 
debate and forge a viable programme 
of economic policies. 

The first piece of legislation the as- 
sembly must deal with is by law the 
budget for 1985. And the opposition as 
a whole lacks an economic spokesman 
who can intelligently criticise the 
amount and direction of government 
spending. The one opposition figure 
who emerges as a possible spokesman 
on economic issues is Luis Villafuerte, 
a former trade minister, who ran suc- 
cessfully as a Unido candidate in 
southern Luzon. 

Unido leaders have demanded an ac- 
counting of how the US$25.6 billion in 
foreign debt has been spent and have 
talked about the need to dismantle 
government-sponsored monopolies in 
coconuts and sugar, controlled by so- 
called cronies of Marcos. But they ap- 
pear woefully short of the means to in- 
vestigate issues such as corruption in 
government spending and have only 
vague notions of free enterprise as a 
means of rationalising the monopolies. 

There is also a vacuum of talent to 
deal with beleaguered government fi- 
nancial institutions, which have had to 
absorb much of the domestic bad debt 
and the questionable assets of failed 
companies, many of which were con- 
trolled by Marcos' closest friends and 
have had their debt converted into 
equity held by the government banks. 
Thus there is an urgent need for the op- 
position to avail itself of the MBC's 
offer, given the club's desire to create 
new lines of communication with gov- 
ernment policymakers. 

But while the business community is 
giving the new assembly a chance to 
prove itself as more than a Marcos rub- 
ber stamp, some are sceptical and feel 
that if the assembly remains simply a 
Marcos mouthpiece, any hope of reviv- 
ing confidence will be lost. 

Since Prime Minister Cesar Virata, 
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sities without. consultation | 
private sector. And, when lie: govern- 
ment's financial institutions began 
controlling the multitude of failed 
companies, cries of "state capitalism" 

were heard. But after some of Marcos' 
closest KBL aides, some of them eco- 
nomic cronies themselves, began 
blaming the technocrats for the grow- 
ing crisis in April 1983, the business 
community rallied round Virata. This 


intensified following the Aquino as- 


sassination, despite businessmen’s 
participation in anti-government ral- 
lies. Many in fact were pleased that 
Virata won his election race in Cavite 
so handily. 


But now the old criticisms of Virata : 
and the technocrats are re-emerging as 
new tough economic measures are in-- 


stituted (page 80), again without pri- 
vate-sector consultations. Worse for 
the technocrats is that the search for a 
scapegoat by a powerful block of KBL 


leaders is intensifying as well. People | 


such as majority floor leader Jose 
Rono, who is also deputy prime minis- 
ter; the bloc traditionally supporting 
Marcos’ wife 


in how economic policy is formulated. 
or the time being, Marcos appears 


~ to be solidly behind the technocrats 
and the absolute need to adhere closely 


to the economic programme being 
worked out between them and the In- 


ternational Monetary Fund. With new 
cabinet appointments scheduled to be 
announced on 30 June, the business 


community is watching closely whe- 
ther Virata will maintain his current. 


portfolio (which is likely) and how the 
government will fill other economic 
positions. 

The agriculture, food and natural re- 
sources ministries may be consoli- 


dated, along with those of budget and. 
industry 
portfolio and that of energy must be | 


finance. The trade and 


filled as well. Except for Virata, who is 
also finance minister, and Food Minis- 


ter Jesus Tanchanco, none of the other | 


current heads of these ministries won 
their races or ran at. all. Marcos is al- 
lowed three unelected ministerial ap- 
pointees in the assembly. 

Marcos himself clearly used the elec- 
tion result as a mandate to continue in 
power. He has also said that it vindi- 
cates his political and economic pro- 
grammes. For the moment, the presi- 
dent appears comparatively healthy 
and feels he can continue to rule as he 
has for the past 18 years, even talking 
about running again in the 1987 presi- 
dential election. But the elections have 
shown that Filipinos will no longer 
allow an authoritarian regime to ride 
FOughshod over them. 
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Prime Minister Lee’ S government offers incentives to 


the rich to have children and to the poor not to procreate 


By V. G. Kulkarni 

he Emperor Augustus, founder of 

the Roman Empire, concerned that 
many of his senators were unmarried 
and thus were not reproducing them- 
selves to replenish the ranks of future 
senators’ and generals, levied à tax 
on bachelór senators. But the plan 
failed because single senators prefer- 


red to pay thetax and continue to enjoy 


the delights of bachelorhood. 

Now, more than 2,000 vears later, 
the government of Singapore Prime 
Minister Lee Kuan Yew is not taxing 
its elite bachelors, but is instead play- 
ing Cupid to goad them into marrying 
and having babies. While the ancient 
Romans were not in the least worried 
about the poor, illiterate and under- 
who merrily procreated 
without reservation, the authorities 


of modern Singapore are not only 
| offering incentives to such groups not 
Imelda, and Marcos’ | 
business cronies all want a greater say 


to reproduce freely, but are also us- 
material disincentives to deter 


Singapore's divergent approach to 
the fecundity of the elite and the 


masses is part of a carefully calculated | 


nine-month-old campaign to correct 


what is called the “lopsided pattern of 
procreation” 
"educated are having fewer children 
than the poor and ill-educated. Sig- 
nificantly, when Lee launched the 


— meaning the rich and 


campaign at a National Day rally in 


island's poor it was a no-nonsense 
rot-and-stick approach aimed atc 


| the age of 30 if they voluntee: 


1983 he referred to the Augustan. 
ure. So it was sweet reason and m 


suasion, coupled with tax break 


Singapore's bright singles. But fort 





ing their desire for more children. 
The carrot for the poorisa chan 
buy an apartment, built by the st. 
owned Housing and Developm 
Board (HDB). In this crowded. 
more than 70% of the people | 
HDB estates, and there is a long: 
ing list of aspirant buyers for the 
ernment flats. Those who cann 
ford the required downpaymen 
many of whom are young ma 
couples — end up renting from 


| HDB. Thus the offer of a flat is ha 
ignore. | 


The government announced . 1 


with effect from 1 June it would 


$$10,000 (US$4,762) to less-ed 
and low-income young mothers 





sterilisation after their first or $ 
child. While "stop-at-two" has b 
the motto of Singapore's succ 
family planning campaign for 
two decades, this is the first out 
cash offer to discourage childbe: 
and it more than covers the initia 
posit for a small HDB flat. The mo 
is to be paid into the individual's 
tral Provident Fund (CPF), am 


Australia’s finest contemporary deep 
waterfrontage home at Point Piper 
on Sydney Harbour 


This fabulous modern residence on the water's edge enjoys a panorama of the harbour - 
and city from every room and just 5 km from City Centre. 


€ Superb Reception Rooms 9 6 Bedrooms, 5 Bathrooms 9 Expansive Terraces 
€ Pool, Spa, Gym, Sauna € Heating, Air Conditioning, Elevator € Total Security 
€ Complete Privacy @ 4 Car Garage. 9 Provision for Tennis Court 


AUCTION DATE 


10.30 a.m. July 12th 


|. . For details please contact 
M Agents in conjunction: 


Raine & Horne Pty. Limited 
+ 612 327 7971, a.h. 90 1120 


L. J. Hooker Limited 
+ 612 327 1000, 
a.h. 427 1067 
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--194 ^ Only those families} in whieh neither 
spouse has completed high school 
and in which there is a family income 
of S$1,500 a month or less are eligible 
for the cash offer. Moreover, if either 
spouse has a monthly income of more 
— — than 8$750 — though the family in- 
— come might be below the S$1,500 ceil- 
ing — they do not qualify for the offi- 
— Cial largesse. This leads to the inevita- 
— ble inference that only the poorest of 
- the poor are being encouraged to repro- 
duce less. 
The penalty for having a third child 
= after receiving the cash grant is the re- 
payment of the sum, with 10% interest 
compounded annually — à rate much 
— higherthan the current 6.5% earned by 
— CPF deposits. As an additional deter- 
—— rent, from March 1985, exactly nine 
- months after the cash grant went into 
— effect, government maternity wards — 
— for lower-class facilities only — will 
‘raise their fees for delivery of a 
couple's third and fourth child. 
_ While the poor are thus enticed to re- 
- produce less and those failing to do so 
are penalised, the better educated and 
— materially better off have been given 
4 — greater concessions to reproduce more. 
Children of mothers who hold univer- 
use degrees have been accorded a 
igher priority in admissions to Singa- 
_ pore's elite schools. And earlier this 
Bear, tax concessions for up to three 
children were offered to mothers who 
— had at least five passes at the General 
Certificate of Education ordinary level. 










^ B: the government seems to have 
realised that a few more loaves for 
— the already affluent would not neces- 
sarily convince them of the virtues of 
= wedlock and large families. In the con- 
text of Singapore's rapid urbanisation, 
— the bonds of extended-family ties — 
with their emphasis on marriage and 
children — have been loosened. More- 
over, the past practice of traditional 
matchmaking by elderly relatives has 
- died out, with no new institutions tak- 
ing its place. 
Since 1983, official teams from 
— Singapore have visited Japan to study 
— how Japanese companies encourage 
their single employees to marry and 
— whether Japanese computer match- 
= making could be applied in the Lion 
— City. Dating services in the West have 
! also been scrutinised. And Singapore's 
education system has been called 
into action in the get-married crusade. 
— A High schools and polytechnics have 
— begun holding optional seminars to 
—.— promote the value of marriage and 
family. 

The government has taken on a di- 
rect role as matchmaker among its un- 
married civil servants. The spearhead 
of its effort at playing Cupid is a spe- 
cial task force called the Social Deve- 
lopment Unit (SDU), under the charge 
of Sim Kee Boon, who also heads the 
civil service. Despite its important so- 
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che — 
has bend 
pliant — press has instructed 
to keep the SDU off its pages. Even 
among bureaucrats from other depart- 
ments, the SDU's stance seems to be: if 
the SDU needs you, it will contact you. 
Otherwise you have no need to know 
about its activities. 

But hundreds of single graduate em- 
ployees from various government de- 
partments and statutory bodies have 
already been exposed to the SDU's ac- 
tivities. A senior department official 
usually sends out a circular when an 
SDU team is visiting to explain its role 
to "initiate and facilitate mechanisms 
to enable male and female graduates to 
meet and interact with one another." 
Those who are engaged or going steady 
are exempted from such briefings and, 
though attendance is not compulsory, 
all affected personnel go to such meet- 
ings when called by their bosses. 

A senior SDU official addresses 
these gatherings and gives a video- 
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tape presentation of a pre-recorded 
panel discussion. On the panel are Sim 
and two other major functionaries of 
the SDU: Aileen Aw, health physician 
at the National University of Singa- 
pore, and Ailine Wong, from the uni- 
versity's Department of Sociology. The 
audience of the recorded panel discus- 
sion appears to be a carefully chosen 
mix of young bureaucrats, who ques- 
tion the panelists about marriage and 
family. It is likely that the tape has 
been edited to bring out clearly the 
points the government wishes to make 
in the so-called "great marriage de- 
bate." Afterthe video presentation, the 
SDU official answers questions from 
the department's single men and 
women. 

The SDU is also conducting a survey 
among single graduate officials to “as- 
certain the prevailing attitude towards 
marriage, family life and the accept- 
able mechanism of finding a spouse." 
The 11-page questionnaire dwells on 
general, personal, family and financial 
information, and also covers intimate 
details of a potential spouse's personal 
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Armed wi dte cenare re- 
sponses, * SDU then organises free 
trips for selected young men and 
women to nearby holiday resorts. 
These trips are called educational 
seminars, where the participants are 
lectured on how to conduct themselves 
with confidence and win friends 
among members of the opposite sex. 
But the obvious aim is to provide an 
opportunity to find suitable marriage 
partners. 






Don the SDU's good intentions, 
it is too early to tell how its pro- 
gramme will fare among the single 
graduate bureaucrats. But the govern- 
ment's offer to the poor of more bread 
— or actually houses — in return for 
fewer babies is serious. The govern- 
ment quotes the 1980 census to show 
that 14% of Singapore's married 
women under 40 had four or more 
children, and that most of these were 
from among the less educated with low 
family incomes and living in rented, 
one-room HDB flats. If such people 
continued to have three or more child- 
ren, the government projected, some 
10-15% of the country's 2.5 million 
population would never be able to buy 
their own homes — a situation which 
would extend the poverty cycle. 

Nearly a quarter of the women with 
four or more children who are caught 
in the poverty trap are Malays, a 
disproportionate number given that 
Malays form only 15% of the overall 
population. More than two-thirds of 
the Malay community were not high- 
school qualified in 1980. Constraints of 
religion could also hamper the Malays, 
almost all of whom are Muslims. Islam 
permits birth-control methods to 
space out children and allows sterilisa- 
tion as long as it is reversible. But 
Singapore's mufti, Syed Isa Semait, 
told The Straits Times newspaper: 
“Sterilisation or ligation would be 
even more wrong if it was done because 
the parents feared they could not feed 
their children or they feared poverty.” 

How the Islamic community re- 
sponds to this contradiction will influ- 
ence the success of the government's 
policy. It is hard to judge the reactions 
of the affected poor to the sterilisation 
incentive. 

In August 1983, when Lee made his 
pronouncement that he believed that 
bright parents tended to produce 
bright children and urged the elite to 
procreate more, scores of educated 
people wrote to newspapers criticising 
the prime minister's views. That de- 
bate has since died down, as Lee's 
views have become official policv. But 
this time around the targets of the po- 
licy are the poor and illiterate, who do 
not write letters to newspapers. The 
number of third or fourth children 
born to poor Singaporeans next year 
could give the first indication of how 
they feel about the whole issue. u 


21 JUNE 1984 e FAR EASTERN ECONOMIC REVIEW 


òè . e sa b's si ia. 


Of course you ean afford it. Think 
money you've saved drinking ordinary Scotch. 


— ^ ADISTINGUISHED PRODUCT OF CHIVAS BROS. LTD. ABERDEEN, SCOTLAND, 


zn PW 2 oh 
€ zas o 





Tailored Technology. 


The correct combination of product and know- 
how. That is, a universal range of standard 
products backed by wide experience. 

For over a century, we have worked in close 
cooperation with customers to evaluate their 
needs and we continue to create tailored solu- 
tions together, in 123 countries, every day. 


An example from Asia: 

Siemens has supplied and installed vital 
electrical equipment for the Hongkong 
Underground. A train every 2 minutes 
means current demand is high: 
extra-large conductors ensure that it is 
met. And on the open-air sections 

of the system, the strain imposed 

by typhoons of 260 km/hr velocity is 
countered by a specially robust mast 
and cantilever construction. 


4. If you want to know more about 
Siemens and the part it can play in the 
realization of your electrical engineer- 
ing requirements, write to: 

Siemens AG, P.O.B. 103, 
D-8000 Munich 


Power engineering by Siemens 
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Today with the added strength of affil- 
iated Trade Development Banks, American 
Express Bank continues this tradition by 
offering an array of financial services few 
banks can equal. 

American Express Bank offers a wide 
range of international banking services for 
business: commercial banking, trade 
finance, correspondent banking, capital 
equipment and contractor finance, and 
foreign exchange facilities. 
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lic figure, as 4 did for this week’ s cover I4 
feature, is rather a curious exercise |.pi 
fora journalist. Instead of writing for. 
the REVIEW's "general readership" | 
| for an open letter, I agree, but it's the 


(or even for a somewhat less-fuzzily 
identified target — the man in a 
Bangkok taxi or on Tokyo's metro), 
the writer must engage in the plea- 


sant fiction that he is personally ad- 


dressing a well-known personage. | 


A certain amount of the discipline. 
inherent in addressing a large audi- | 
ence of an enormous variety of | 
backgrounds is dissipated and it is all 
too easy to stray into special pleading | 
or narrow polemics, though in fact. 


the general reader is still, one trusts, 
peering over one’s shoulder at the 
one-way correspondence. I have only 
tried it once before — in a letter to 
British Prime Minister Margaret 
Thatcher, back in November 1979, 
when the then Chinese leader Hua 
Guofeng was due to arrive in London. 
That letter urged her to raise the mat- 
ter of Hongkong's future with her vis- 
itor. | 

I had great fun with the "lead." 
recalled her 1977 visit to Peking 
when she returned Chinese hospital- 
ity by throwing her own banquet. The 
invitation cards read hilariously: 

Mrs Margaret Thatcher 
At Home 
In the Great Hall of the People 

Many would argue today that it 
would have been better to havelet the 
1997 question lie, like a sleeping dog, 
conveniently swept under the carpet 
of complacency, to mix a metaphor or 
. two. Despite such doubts, I still rec- 
“kon that particular nettle had to be 
grasped. And it might (for all sorts of 
reasons, 
"face") have been better if Thatcher 
had first broached the matter then in 
London as a host rather than, as she 
did in September 1982, as a guest in 
Peking. 

I had not met Thatcher before pen- 
ning that open letter; I have a slightly 





better pretext for addressing Foreign - 


Secretary Sir Geoffrey Howe this 


week, for I did meet him at a small 


dinner party before he achieved of- 
fice. During the idle chit-chat; we es- 
tablished that for a couple of periods 
during World War II we had lived 
only a couple of doors apart on a 
street called Pentyla on the outskirts 
of Port Talbot in South Wales 
(whither I, with brother, were twice 
evacuated after the family had been 
bombed out during the Blitz). 

We also established that he, like us, 
had attended Carmel Chapel on those 
lugubrious Welsh Sundays and lis- 
tened, with regrettably small under- 
standing, to somewhat lengthy ser- 
mons in Welsh delivered by my late, 
genuinely lamented. uncle, the Rev. 










5 him. a kindly jujube — to help him 







| year Jardines decided to shift | 
| neaagusrters to Bermuda: 






ert ns. Howe recalled that my 
nt Annie had occasionally taken 
y and leant over the aisle to pass 









keep awake. Not much of a pretext 


involving psychology or 


best I can muster. 


.* THE 1997 issue is causing people 
in Hongkong to take up some very 
People such as 
Urban Councillor Elsie Elliott, who 


curious attitudes. 


in the past have had some claim — by 


virtue of being elected, albeit by the 


tiny proportion of franchised voters 
who bothered to go to the polls — to 


be representative of sections of the 


public, are busy denouncing the Un- 


official Members of the Executive 
and Legislative Councils (Umelco) 


who put Hongkong's case to London. 

Elliott, who has a proud record of 
fighting against corruption and for 
individual rights, but who is less re- 
markable for her political acumen, 
wrote to a local newspaper that 
Umelco "should face the inevitable, 
assist in a smooth transfer of sover- 
eignty in 1997 and assure the people 
that there is no need to panic." 

Elliot once told me of the days she 
spent staying on in China as a missio- 
nary after the communist victory in 
1949, The People's Liberation Army 


behaved quite well, she said, and she - 


came to despise many of the attitudes 
of her fellow Christians. Neverthe- 
less, she shows little sign today of re- 
membering the unhappy 18 months 


| which ended in 1951 when she finally 


succumbed to ihe pressures — re- 
peated questioning, searches and or- 
ders to write endless explanations 
and apologies — and left for Hong- 
kong. 

€ CURIOUS also to read of a former 


journalist, the head of a group of 


"Hongkong Belongers," arguing that 
the freedom of the press will un- 
doubtedly diminish after 1997, but 
that it does not matter very much. 


| And even more curious to read edito- 
| rials in the English- language Hong- 


kong Standard accusing Umelco of 
lacking "patriotism" and even argu- 
ing that summary justice, Chinese- 
style, has much to be said in its 
favour: it does, after all, lead to a 
sharp reduction in the crime rate. 
Meanwhile, those with pretension to 
community leadership sneer at the 
pretensions of others, revealing that 
Peking's United Front campaign was 
not a total failure: that when unity is 
needed, those claiming to speak for 
Hongkong lapse into undignified 
squabbling. 


© PERHAPS the most succinct com- 


ment on 1997 is a photograph taken 
by Nick Steadman of an anti-litter- 
ing notice put up by Jardine Mathe- 
son on a construction site in Central 
District in Hongkong. Earlier this 

















As the slogan on the notice says 
"Hongkong is watching." Steadm 
suggests that, instead of "We're 
pitching in," a more appropriate slo: 
gan might be: “We're chucking it in." 
€ ABSORBING the serene tranquil- 
lity of a Buddhist temple in Chiai 
Mai, northwestern Thailand, r 
cently, Michael O'Reilly came acro 
a delightful notice, the English ve 
sion of which read: "When in Roo 
do as Romans do." An apposite sa 
ing, or an invitation to an orgy? 








































































€ DUTCH biologist Dr Sjon Hau 
recalls that in his book Everyday L 
in Thailand a compatriot 
thropologist describes Thai b 
haviour as opportunist, preferring 2 
hoc solutions to dogmas and prir 
ples, easily adopting aspects of othe 
cultures “without wanting to refle 
upon their deeper meaning." 
sends me a perfect example of sı 
| flexibility from the menu of the Sal 

Icecream Restaurant, also in Chiang 

Mai, which features as Item No. 15 
Vegetarian Soup with Pork or Meat: 







































€ MEMORIES of communal vio- 
lence in Sri Lanka faded as the Sikh. 
rebellion erupted in India, but a 
headline in a Colombo newspaper in- 
dieates that it has reached new 
heights of ferocity: 






Tamils rule the roast 
in north Lanka 





















etary OE State for Foreign and 


eign and Commonwealth OE aCe 
owning Street West, 
* OND ON y, SWl *. 







ear Sir Geoffrey, 


No one can deny that progress has been achieved at t the 
Peking negotiations over Hongkong's future. China has 
ready made public a series of relatively generous as- 
ces to the people of Hongkong, ranging from the 10- 
at proposals revealed last summer to the pledge by Gen- 
al Secretary Hu Yaobang, that China will not take over 
gkong until 1 July 1997. And a great deal of drafting 
en done by both sides. 
ncomfortable truth about the matter, however, is 
he two sets of drafts are poles apart. No progress has 
made towards bringing these drafts together into a 
t text which could form the basis of the sort of binding, 
iled agreement which you have stated is desirable. Ob- 
isly, if agreement is to be achieved this year, thenegoti- 
have reached their most important and decisive 



















OW ; the crunch has come — the time when the: Chinese f 
eto be persuaded that the agreement must be more than 
‘claration of their intentions. So far there are no indica- 
' s Peking will be willing to sign a detailed text which 
d, in its view, compromise its sovereignty by giving as- 
ENCES about its administration of part of China to a third 








may be that Peking's latest concession is its acceptance 
tthe September deadline for an agreement, which it uni- 
lerally imposed, must be waived for a few months if the 
ise of Commons is to approve the agreement. Even so, 
at leaves precious little time to agree on a satisfactory 
xt. A: pplying pressure by means of the imposition of a 
adine: is one of Peking's familiar negotiating techniques 
— techniques which have been analysed in recent Ameri- 
an studies. 
These studies show clearly that, not only is it a mistake to 
‘ive way to such pressures when bargaining with the 
nese, but that it is absolutely essential to identify a 
nimum, irreducible position from which one should not 
ge. In other words, itis essential toidentify Hongkong's 
nimum requirements and to ensure these are covered in 
eeventual package deal. ‘There is understandable anxiety 
























n its heels and will be tempted to regard any agreement as 

etter than none. Hongkong, on the other hand, knows that 

io agreement is preferable to a bad agreement. y 

: The British must be prepared to convey to: the Chinese 

hi at — will stick out for the ———— det: iled — 7 
iade thereafter, | 









The Rt. Hon. Sir Geoffrey Howe, Q. Coy MP. 


Commonwealth Affairs, 
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— are mem to leave the negatiutinp: Malle On the 
conduct of these negotiations depends not only the fate of 5 
million people, but possiblv the e redibility of the present 
British Government. 

Of course, it was predictable there woul’ be great diffi- 
culty in ascertaining the wishes of the majority of the peo- 
ple in Hongkong since there is no democratic mechanism 
which allows them to vote for candidates offering a choice 
between policies and programmes and you have publicly 
referred to the difficulties of holding a ee The 
xiety that the feelings of n ma rajority could well ben misrep- 
resented by the bureaucracies which are reporting their 
perceptions of local feelings to Peking and to London, 

Thereis certainly a body of opinion, which claims itisthe 
more realistic, arguing that Hongkong must bow before the 
inevitable handover of sovereignty in 1997 and trust the 
Chinese to keep the various assurances they have given. 


' These, contained in Peking's 10-point plan promulgated 


last summer plus others since given verbally, largely coin- 
cide with the various rights and freedoms you Tisted during 
your press conference in Hongkong on Good Friday last. 
Then, however, you were able only to state that it was "pos- 
sible to foresee" Hongkong enjoying them after 1997. 


he "let's-all-trust-Peking" attitude has its attractions 
and indeed its own logic: we all assume China wants a 
| stable and prosperous Hongkong up to 1997 and well 
beyond. China is ruled today by men who have proved 
themselves willing undogmatically to rectify the errors of 
the past'and who are not likely to take deliberate steps to 
reduce Hongkong to'a ghost town as was done to Shanghai. 
The argument that Hongkong should simply put its trust in 
Peking i is a seductive one. It is the view which Peking's men 
in Hongkong are propagating energetically. 

However, it is not the view of the majority of Hongkong 
people who, despite the lack of democratic channels, are 
making their voices heard in any way open to them — via 
petitions and resolutions from a wide variety of bodies in- 
cluding trade unions and professional associations; various 
local and Hongkong-wide organisations; through letters 
addressed to Peking and London; in answers to surveys; by 
speeches and discussion groups; in € ills to local radio talk 

! id in lett local t sers. The voice was 
tby the Unofficial 
gislative Councils 














(Umelco) who went to London to lobby Westminster and 
Whitehall prior to the recent parliamentary debates on 
Hongkong.  Hongkong's Attorney-General Michael 
Thomas was absolutely right when he said recently that 
Umelco had acted as an honest and well-informed spokes- 
men for Hongkong, faithfully and accurately reflecting 
local anxieties and in doing so had boosted their standing 
as community leaders. i LN 


mons: as advisers to the governor and as a channel of ex- 
pression of the wishes of the Hongkong people. In the past, 
the appointment of most were from the ranks of the mer- 
cantile establishment; their rubber-stamp approval of gov- 
ernment policies, their acquiescent debates, their in- 
adequate function as ombudsmen and the convention 
which demanded that when they did represent the public's 
welfare, they did so behind closed doors, created a wide- 
spread cynicism about their representativeness. While 
some elements still question their qualifications to repre- 
sent Hongkong, thereis no doubt that in London they spoke 
for the majority. Peking itself has given the lie to their cri- 
tics by inviting them to go to China. _ ü 

It was disappointing to hear so many voices in both 
houses of parliament also casting doubt on Umelco's com- 
petence to represent Hongkong. We realise that the views of 
former prime minister Edward Heath, who dismissed 
Umelco members as representing nothing but themselves, 
can be safely ignored. But too many others, some of whom 
know Hongkong well, not only questioned Umelco's mis- 
sion but deprecated a "chorus of distrust" as potentially 
harmful to the negotiations. Many MPs and noble lords 
seemed only to represent the British self-interest in getting 
off the hook — in effect telling Hongkong: “If rape is inevit- 
able, lie back andenjoyit.” — - | "E | 

Umelco member Lydia Dunn refuted such attitudes in 
the Legislative Council recently when she pleaded with 
both London and Peking to understand Hongkong anxie- 
ties, which cannot be removed by decree or by “exhorta- 
tions from on high" that people should simply have faith 
and be confident. "It is not easy to be tolerant of such 
exhortations when they come from those who, on the one 
hand, are in the privileged position of having the ultimate 
say in determining our fate and, on the other, share none of 
the risks," she pointedly added. 

The people of Hongkong have acquired something of a 
"siege mentality" by listening to so many London voices 
exhorting them, just as Deng Xiaoping did, to "put their 
hearts at ease." Many in Hongkong suspect that the rare 
bipartisan support for Britain's conduct of the negotiations 













was a result of a careful 
briefing of parliamentarians. 
Your own briefing of the Bri- 
tish media, which was appa- 
rently led tolexpect that 
Umelco would de- 
mand refuge for 
2.5 million Hong- 
kong British pass- — * — | 
port holders, is widely blamed for the unsympathetic c 
age given to the Umelco mission. Few MPs in a country 
3 million unemployed could have welcomed Umelco’ 
minders of London's abrogated responsibilities to the. 
ers of Hongkong British passports. 
What Hongkong sees as past betrayals do nothing to: 
present anxieties, The Foreign and Commonwealth ¢ 
(FCO) diplomats may be negotiating as well as they | 
how (no pun intended), and much time and effort has 
spent on drafting and redrafting the immensely de 
position papers which have been presented to the Ch 
But Hongkong knows that the diplomats' future is no 
stake. Should Hongkong founder, they face nothing we 
than a setback to their careers. Doubts are even entertai 
about the advice being given by the tough, fiercely log 
former ambassador to Peking, Sir Percy Cradock, n 
foreign affairs adviser to 10 Downing Street. It may 
illogical for Hongkong today to put such a high valt 
passports successively downgraded by the 1971 imm 
tion and the 1982 nationality acts, but the ultimate i 
‘ality is to refuse to accept realities which are thems: 
unique and illogical. — 















































et us take the assurance by Peking that the p 
legal system will be retained, with the court of las 
peal shifting from Privy Council to Hongkong 
Even that promise excites cynicism when Chinese 
today are sentencing so many suspected criminals, wW 
guilt is presumed until they are — rarely, if ever — pr 
innocent and who are led off for summary execution. 
however, just possible to believe that, should the Ba: 
China be in dispute with a foreign firm in post-1997 
kong, it will take the firm to court — hiring solicitors 
barristers trained in British legal niceties from Londi 
necessary. | : 7 
On the other hand, the British legal system is founde 
an independent judiciary, and as Deng and his colleag 
presumably have little idea of what constitutes an indep 
dent judiciary, it will be necessary for any satisfa 
agreement to spell out how judges and magistrates wi 
appointed. And so on, and so on — for the currency an 
nancial matters, civil aviation, shipping and maritim: 
fairs, land leases, passports and travel documents. A sa 
factory agreement will have to be very detailed indeed 
It would not be necessary to give expression to Ho 
kong's justifiable concerns if there were any evidence at 
that the negotiations in Peking were making concrete pr 
gress towards just such a detailed treaty. But well 
formed sources indicate that so far therehas been none. 
Chinese have listened to British views on how Hongko 
should be administered after 1997, but have yet to indic 
that these views may be enshrined in a treaty. The suspicio 
is growing that the best your negotiators can hope for — 
things are going — is an agreement based on the formula 
the Sino-United States 1972 and 1982 Shanghai co 
muniques, in which both sides set out their position, tal 




































due note of the other's views. In other words, that China 
will reiterate those assurances it has already given Hong- 
kong and that the British will merely take note of them. 
Such a text will fail to satisfy the majority of the people 
f Hongkong — all those who are unwilling to take Peking 
rust. It will contain none of the binding details which 
ou have said are necessary. 
50 far China has tried both its options. In the month be- 
the Peking talks began, from September 1982 to June 
3 and during periods thereafter when the negotiations 
lled, China tried to circumvent the British by seducing 
ngkong, employing classic United Front tactics. Al- 
ough some elements responded to the flattery doled out 
“compatriots” who were assured of the vital part they 
ld have to play in the Hongkong of the future, Peking’s 
fforts to woo the population as a whole failed lamentably. 
China then adopted a second option: to drive as hard a 
rgain as possible with the British, who would be invited 
cooperate in the transition period up until 1997 but who 
ld be given minimum concessions in return for their ac- 
iescence and cooperation. In other words, China is 
opting its traditional bargaining techniques in which the 
ect of the exercise is, of course, to gain the maximum re- 
rn for the minimum price. 
a recent Rand Corp. study, China's Political 
Jotiating Behaviour, Richard Solomon describes the 
arious bargaining techniques China usually employs in 
ernational dealings. His description exactly fits Pe- 
g's conduct of the talks, from the early statement of 
I iples ("sovereignty and administration") to the appli- 
Lion of various pressures (such as a September deadline). 
argues that those bargaining with the Chinese must 
ow their own bottom line: when Chinese officials believe 
t they have tested their adversary's position and that a 
mal understanding serves their interest, he points out, 
y can move rapidly to conclude an agreement (page 44). 
rom this, five conclusions are inescapable: 
The Chinese are employing classical bargaining 
'hniques in the Hongkong negotiations. 
erefore, they are intent on obtaining the best bargain 
Peking (not for Hongkong, though the interests of the 
o may largely coincide in terms of the end result). 
The British negotiators have been out-manoeuvred so 
ar, falling victim to many of the Chinese techniques. 
As long as their bargaining partners make concessions, 
the Chinese press for further gains. 
» The only way to conclude an equitable bargain with the 
Chinese is to convince them that one's final position — the 
bottom line — has been reached. 
-< The suspicion some entertain — that London is only in- 
ant on obtaining the best bargain for London, that it is 
illing to sacrifice Hongkong on the altar of Sino-British 
lations, that London's prime concern is the maintenance 
f friendly links and continued access to the market of 1 
billion Chinese — is certainly unfounded. One has only to 
ompare British exports to Hongkong (US$955 million in 
1983) with those to China (US$160 million). And it must 
have occurred to London that, if Hongkong does go sour, 
Sino-British relations would fatally deteriorate. 
Nor is the big doubt in Hongkong’s mind — as has been 
vulgarly suggested — whether Britain will “sellout” E 
ong. The main won is Bis itis willin gt 
























uang Hua and: former defence minister Geng 
ple's Liberation Army troops would not be 


5 stationed in Hongkong, Deng suddenly accused them of 


talking “bullshit” (a closer version of his actual words than 
the word “rubbish” used by the newsagencies’ reports). 
Stridently Deng asserted that, of course, several thousand 
troops would be stationed here. What price the word of 
Chinese ministers now? What price the assurance in 1983's 
10- -point plan that there would be no interference in the 
running of Hongkong and that "no cadres from the north" 
would be sent to Hongkong? 

Deng went on to list four men who alone could make ex 
cathedra statements on Hongkong on China's behalf 
(REVIEW, 7 June). Missing from that list was Hu. He was 
the man who first stated that China would not take over 
sovereignty until 1997. Is that assurance now "inopera- 
tive," as a White House spokesman might once have said? 
And the omission of Hu's name must raise the spectre of 
further internecine palace politics in Peking, before or 
after Deng's departure. 

Another missing name was that of Xu Jiatun, central 
committee member and head of Xinhua's Hongkong 
bureau, whose pronouncements on Hongkong have 
hitherto been regarded as authoritative. Is it possible that 
these omissions were mere oversights? 

Such episodes do nothing to increase confidence in Pe- 
king's promises. At the very least Deng's tough talk 
suggests continuing misunderstanding on the part of the 
Chinese leadership of the importance of confidence in a 
market economy. It is impossible to believe that you, Sir, 
would be willing to gamble the fate of 5 million people on 
the basis of unilateral promises, while echoing the words of 
the man who has twice assured Hongkong that its heart 
should be at ease. 

Hongkong is mature enough to know that it cannot ex- 
pect guarantees about its future — that the future of no 
community is guaranteed. It does know, however, that 
China has an excellent record of keeping to both the spirit 
and the letter of formal international agreements (even of 
“unequal treaties"). It does have the right to expect the 
joint, binding, detailed agreement you have promised. 
Anything short of this will have a severe impact on public 
confidence. It will put an immediate strain on the credibil- 
ity of the Hongkong Government. 

All colonial governors have been to some extent schizo- 
phrenic, torn to a greater or lesser degree between their ac- 
quired local sympathies and their duty to London and to 
the Crown — a split in loyalties which has ended several 
colonial careers. Hongkong Governor Sir Edward Youde 
would be placed in just such a dilemma if he were required 
to present an unsatisfactory agreement to the community. 
In such a situation, it is possible that the "worst-case" 
scenario would unfold: Hongkong civil servants would 
have to examine where their final loyalties lie. The mem- 
bers of Umelco would have to consider whether they could, 
in good conscience, remain in office. Morale in the public 
service and in the police force could deteriorate. Any 














































































that. | bütáuse. Bongkar F 
such singular patience while it has ' 
been alternately threatened and wooed _ 
by Peking and as spokesmen have 
pompously mouthed the clichés (“con- 
fidentiality,” “stability and prosper- 
ity," “useful and constructive”), it will | 
go on acquiescing passively as others 
decide its fate. The people of East Asia 
are not given to extremes but when 
pressures — always external pressures 
— mount, they lose their normal ten-. 
dency to gravitate to pragmatic mod- 
eration, the Golden Mean: Japan in the 
1930s; China in the 1950s and 1960s; 
Cambodia in the late 1970s and Viet- 
nam over the past three decades. 
Hongkong is volatile; if it persuades itself that it has been 
betrayed, it could end with a bang rather than the 13-year- 
long whimper some forecast. 

Hongkong cannot simply put its trust in British altruism 
or even in London's fading sense of responsibilities incur- 
red by the past. It must persuade you that it is in fact in 
London's best interest to go as far down the road as possible 
to obtain a satisfactory agreement. If Hongkong plainly re- 
jects an obviously inadequate agreement, whether or not 
the situation in Hongkong deteriorates, you will be placed 
in the unhappy position of having to sell to a cynical parli- 
ament an agreement already rejected by the people it con- 
cerns asunsatisfactory and unworkable. There would be no 
shortage of critics ready to remind you of your promises of a 
binding, detailed agreement acceptable to the people of 
Hongkong. A doomed attempt to sell an unworkable agree- 
ment to a hostile parliament could be the price you have to 
pay for adopting a "low-risk" approach. 





2. n the other hand, what would a "high-risk" tactic 

D entail? It would mean facing the fact that, unless the 
i Chinese side begins to show a readiness to start 
bringing the two sets of drafts together with the object of 
reaching a joint, detailed agreement, the British side must 
dig its heels in. If necessary, it must face the necessity of 
having to walk away from the negotiating table. China 
could reject the ultimatum and the negotiations could break 
down, possibly irrecoverably. That would be unfortunate, 
and you and your FCO colleagues i may feel understandably 
reluctant to take such a gamble. But it is those whose future 
is at stake who would wish you to do so and who are un- 
happy with the present “low-risk, no-win” tactics. 

Let us assume the worst: that the talks would, at least 
temporarily, break down. Then, at least London would 
have proved with conviction to Hongkong and to the world 
that Peking had consistently misrepresented its stance: 
that the British had all along had the object of making 
Hongkong work in accordance with China’s interests. 

If the talks are aborted, your government would then be 
able to do what the confidentiality rule has prevented it 
from doing so far: eliciting international support for Hong- 
kong. Many nations have a vested interest in seeing Hong- 
kong continue to play its role — as a staging post for trading 
with and investing in China (deals done via Hongkong pro- 
ceed much more smoothly than those concluded directly 
with Chinese authorities); as a communications nexus and 
as the financial centre for the whole region. Local represen- 
tatives of Japan and the US have spoken of their countries’ 
desire for a settlement that preserves Hongkong's prosper- 










'$ continued separate participation 
Lions such as the General Agree- 
ment on n Tariffs and Trade and the Multi-Fibre — 

| o undoubtedly be 





ity and the US oghong t contia has pledged Washington's . 










































































pared to lobby Peking for an equitable agreement sho 
the talks break down. 
But past experience of ——— negotiating techniq 
would indicate that they are unlikely to walk awa 
the ultimatum. China, it goes without saying, w 
stable and prosperous Hongkong. Further, Peking 
does seem convinced that British cooperation — in $ 
the agreement and in presiding over the 13-year trar 
period — is vital. To allow the talks to break down w 
bring Peking face to face with the prospect of inherit 
empty shell of a city instead of the plump goose of a 
perous Hongkong or, worse, the possibility of pro 
disorder and of having to send in the PLA. 
It is only certain that you can never hope to achiev 
agreement you desire until you have demonstrated a 
tish readiness to refuse to accept anything less. And, as 
as China regards Hongkong as something it must barg 
over, you will not achieve that unless you dig your he« 
And the alternative — of you, after Hongkong has re 
an unsatisfactory agreement, trying to sell the text of 
out to parliament — hardly bears thinking about. 
It is necessary that you must realise and explo 
underlying strengths of Hongkong and of your fina 
gaining posture. If you do that, then we can all get o 
your hair. 
Later this summer we will learn the Hongkong Go: 
ment's plans for democratisation — or rather for gra 
and possibly too cautiously, creating a representativ 
ernment. We expect the authorities will want to b 
the embryos of democracy which exist: the district bo 
the Urban Council and the upcoming New Territorie: 
gional Council, making these bodies all-elected and 
them as “electoral colleges” for indirect elections 
Legislative Council, which will in turn elect the Exi 
Council which, possibly by the early 1990s, will e 
Hongkong belonger as governor. D 
Once that process begins, and once a satisfactory agre 
ment is signed, you can largely forget Hongkong. With thea 
reement, London will in fact hand over to Hongkong the fi 
responsibility for its own n affairs. . Hongkong can then a iga 





ly resistant to chance. so prosperous and valuable to Chin 
modernisation programme that even the most radical 
nationalistic military elements within the Chinese leade 
ship would not wish to meddle with it. In the meantime, 
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P Seeking apie 


By Derek Davies in Hongkong 


| es most recent of many Western 
attempts to analyse Chinese bar- 


- gaining techniques is a confidential 


study produced for the United States 
National Intelligence Council by the 
Rand Corp. It is based on the experi- 
ence of senior US officials who 
negotiated with the Chinese through- 
out the 1970s in an effort to normalise 
Sino-US relations. The paper, pri- 
vately circulated last year, was written 


_ by Richard Solomon, a China special- 


ist involved in negotiations with Pe- 
king between 1971 and 1976 as a 
member of the US National Security 
Council and who today heads Rand's 
research programme on international 


= security policies. 


Among its main points: 


— > Chinese officials are single-minded 





and disciplined in pursuit of Chinese 


— interests, but distrustful of imper- 
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sonal, legalistic negotiations. They al- 
ways attempt to cultivate foreign offi- 
cials sympathetic to their cause, man- 

ulating personal relationships 
(guanxi) and feelings of friendship, ob- 
igation or guilt in an interplay be- 
tween superior and dependent. 

Plenty of material for China to work 
on here with the British, ranging from 
Prime Minister Margaret Thatcher's 
initial legalistic approach — based on 
the “unequal treaties" — to the natural 
desire of British Embassy officials to 
boost Sino-British relations, plus guilt 
about the past, in particular the Opium 
Wars, which led to the foundation of 
Hongkong. 
> The Chinese always seek to establish 
their own ground rules by pressing 
their foreign counterparts to agree to 
certain general “principles,” which are 


44 





later constantly invoked. Such princi- 
ples, however, can be set aside in order 
to reach a desired agreement — which 
may in fact clearly contravene the 
principles earlier insisted on. 

After the agreement with Thatcher 
in September 1982 to open the talks, no 
progress whatsoever was made until 
the British had accepted two “princi- 
ples." The first was that sovereignty 
over Hongkong would revert to Peking 
on 1 July 1997 (a concession made — 
conditional to the conclusion of a satis- 
factory agreement — in a letter from 
Thatcher to Chinese Premier Zhao 
Ziyang in spring 1983). The second was 
that responsibility for the administra- 
tion of Hongkong would also revert 
(this was also conditionally conceded, 
in another Thatcher message to Zhao 
in the autumn of 1983). The British 
have yet to push hard enough to ascer- 
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tions of his wife Tae On i by telling 
Kissinger that China’s women were too 
numerous and caused “disasters.” 
Obviously, the terms under which 
China recovers part of its territory 
from colonial rule is a highly sensitive 
issue on which those wishing to com- 
promise for China’s economic benefit 
are vulnerable to dogmatists and 
nationalistic elements within the 
party. In June 1983, elder statesman 
Deng Xiaoping appeared to have reas- 
serted himself against elements which 
opposed his pragmatic line. However, 
little or no progress was reportedly 
made at the most recent session — the 
15th — of the Sino-British talks, held 
shortly after Deng had brusquely con- 
tradicted assurances on Hongkong 
given by fellow Chinese leaders, in- 
cluding a former defence minister. This 
occurred during a session of the Na- 
tional People’s Congress at which 
Hongkong evidently became a bone of 
contention between elements of the 
party and the army. 
» The Chinese prefer to negotiate on 
their own territory for being at home 
aids internal communications, deci- 


CHINESE NEGOTIATIONS: A ‘LINEAR’ PROCESS 


Period of 


Opening moves assessment 


@ Draw out 
interlocutor 


e Createa 
relationship 


e Establish 
Chinese 
‘principles’ 


@ Apply 
pressures 


e Test 
intentions, 
patience 


tain whether these "principles" 
flexible or non-negotiable. 

» Peking's negotiating positions are 
highly sensitive to the play of China's 
own political factionalism: a strong 
leader can promote a policy which a 
collective leadership would be unable 
to support, or a negotiating position 
may be withdrawn or hardeuet asare- 
sult of factional conflict. The more 
rigid and posturing a negotiator, or the 
more "irrational" the posture, the 
more internal factional pressures are 
influencing the negotiations. 

In this context, Solomon notes the 
Chinese use of symbols (from ping- 
pong to pandas) and oblique hints. In 
1971, during Henry Kissinger's secret 
trip to Peking to arrange former US 
president Richard Nixon's 1972 visit, 
the late Chinese premier Zhou Enlai 
hinted at conflict with the Chinese 
leadership by omitting the name of 
then defence minister Lin Biao from an 
official list. In 1973, the late chairman 
Mao Zedong indicated to US visitors 
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End game Implementation 


e Abort, or e Press for 
adherence 

e Reserve 
position, or e Make 
additional 

e Conclude demands 


an agreement 





REVIEW DIAGRAM 


sion-making and their orchestration of 
the ambience of negotiations — from 
banquet toasts to the manipulation of 
the press. 

The 1997 talks are being held in Pe- 

king, where the British bravely claim 
that there is no significance in the 
changes in the relatively lowly venues 
allocated for the meetings. While the 
British remain stiffly uncommunica- 
tive to the press (in line with the “confi- 
dentiality" imposed by Thatcher), the 
Chinese give press conferences and 
briefings and arrange leaks — all gob- 
bled up by the Hongkong media. 
» The Chinese often use a trusted in- 
termediary to convey their pre- 
negotiating position to a foreign gov- 
ernment in a deniable or face-saving 
manner in order to “load” the agenda 
of their foreign counterpart. Thus they 
used the Pakistani Government in 
1971 to communicate their stance to 
the Nixon administration prior to Kis- 
singer's secret visit. 

Peking evidently used former Bri- 
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ons ; isited dx 
. kong last year, d as e dne suf- 
ficiently anxious to retain his "special 
relationship" with the Chinese leader- 
ship as to merit its trust. Heath duly 
briefed Unofficial Members of the Exe- 
cutive and Legislative Councils in Sep- 
tember 1983. Affronted when it was po- 
litely suggested that he had somewhat 
uncritically swallowed Peking’s line, 
Heath ignored apologies and stalked 
petulantly out of a dinner (hence his 
claims in the Westminster debate that 
Umelco represented no one but them- 
selves). It would appear that Peking 
had not done its own "Britain-watch- 
ing" on the internal factionalism 
within the ruling Conservative Party 
and so failed to realise just how irrelev- 
ant Heath is today. 

» Another pressure tactic is that of: 
"You need us; we don't need you! " The 
Chinese are adept at making their op- 
posite number appear to be the 


suppliant in a negotiation, manoeuvr- 
ing a dialogue so that the foreigner 
seems to be asking for something from 


China, and so putting him in a defen- 
sive bargaining position. Thus in 1971 
they tried to makeit appear as if Nixon 
had asked to go to China, when in fact 
Zhou had extended an invitation. 

The British began as suppliants by 
asking for talks about 1997 and by 
mooting an extension of the lease. Pe- 
king has since successfully kept them 
in the role of suppliants, effectively 
preventing them from using any of the 
benefits accruing to China from Hong- 
kong as leverage points to extract any 
concessions. 

» The Chinese also play adversaries 
against each other. They have often 
exploited inter-American rivalries, 
favouring individuals regarded as 
sympathetic to their aims. For exam- 
ple, they played Henry Schlesinger as 
national security adviser off against 
Kissinger as secretary of state, and 
later Zbigniew Brzezinski off against 
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security — Richa d Allen. * 

China's early attempts to woo Hong- 
kong using United Front tactics, 
though a failure, encouraged sym- 
pathetic elements to denounce those 
wanting assurances as anti-patriotic 
and unrepresentative. London/Hong- 
kong tensions offer fertile ground for 
such tactics in the future, as do latent 
racial resentments. 
>» A major negotiating tactic is to 
bring time pressures to play against an 
interlocutor, most often by dragging 
out the bargaining process (“We 
Chinese are a patient people”). A for- 
eigner, if he is skilful, will structure a 
negotiation so he is not trapped against 
a deadline. 

Peking has put time pressures on the 
British by the unilateral imposition of 
the September deadline for an agree- 
ment, after which Peking threatened to 
announce its own solution. Reports in- 
dicate that this deadline has now been 
extended to the end of 1984. 

» The end game occurs once the 
Chinese conclude that they have fully 
assessed an interlocutor's flexibility. 
They can then move swiftly to con- 
clude an agreement, sometimes show- 
ing extreme flexibility themselves. For 
example, in 1978, visiting Japanese 
prime minister Masayoshi Ohira con- 
cluded that it was useless to go on try- 
ing to agree on an air-transport agree- 
ment and, in a late-night session with 
his staff in an apparently bugged 
guest-house room, told his aides he 
was ready to return to Tokyo without 
an agreement. The next morning, two 
hours before his departure, the 
Chinese reconvened the negotiations 
and tabled an acceptable compromise, 
contravening the "principles" they had 
stressed for months before. 

» Finally there is implementation. 
Reaching agreement with the Chinese 
does not mean the end of negotiation. 
They frequently re-open issues the for- 
eigner thought to be resolved. They 
seek modifications of formal under- 
standings when it serves China's in- 
terests. They vigilantly assess how the 
foreigner implements an agreement, 
viewing compliance as a test of how 
seriously or "sincerely" the foreigner 
takes his relationship with China. 
They are quick to find fault, while 
blithely urging "understanding" of 
any lapse on their own part. 

These final stages have yet to be 
reached in the Sino-British negotia- 
tions, but the manner in which the 
Chinese implement a contract or treaty 
underlines just how vital a binding, de- 
tailed agreement is for Hongkong. 

Solomon sums up some of his main 
conclusions on how to bargain with the 
Chinese as: "Know your own bottom 
line. Incremental compromises. 
[and| repeated shifts in position will 
suggest to a [Chinese] negotiator that 
his adversary's final position has not 
yet been reached." 
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Malcolm Subhan in Brussels — 
he origin of biological toxins. can 
-be a source of controversy, as in the 
se of the mycotoxins associated with 
he so-called yellow-rain biological 
weapon allegedly used in Cambodia by 










emical weapon or a natural pheno- 
1enon? 

‘This was the subject of one of the 50 
apers presented at the first world 
Ongress on new compounds available 
biological and chemical warfare, 
€h was held in the Belgian univer- 
town of Ghent on 21-23 May. More 
n 300 doctors, toxicologists, chem- 
, bacteriologists, lawyers and army 
cers from 28 countries took part in 























Air Vice-Marshal Sithibun Purna- 
of Thailand, another by Prince 


an Prince Norodom Sihanouk. 
e congress was organised by Bel- 


kx, who has investigated the al- 

































ound-table 


ere is little optimism and less 
gress in the quest fora 
‘lution of the Tamil problem 


Mervyn de Silva in Colombo 

he ceremony of regular meetings, 
the ritual of committee discussions, 
erts’ reports and the “search for 
ensus” continue; but not even 





reathe life into the round-table con- 
rence on the unresolved Tamil issue 
ind connected problems. "It's one big 


f Sirimavo Bandaranaike's opposi- 


s boycotted the talks, once styled an 
-party conference." 

On 9 June, Minister of National 
e urity Lalith Athulathmudali told 
e ruling United .National Party's 


— 
ac 


parties and the terrorists were 
ioping for the failure of the confer- 
ce." He admitted, however, that 


10 consensus has. been reached." His 
peech made it clear that the govern- 


he Vietnamese. Is yellow rain a bio- 


congress. One session was chaired 
ariddh Norodom, son of Cambo-. 


professor of toxicology A. Heyn- 


'Lanka's state-owned media can. 


awn" said a member of the politburo 


ion Sri Lanka Freedom Party which. 


utive committee: "Certain opposi- 


here were "a lot of matters on which: 


he first international conference o on n bio-chemical warfare 
discusses weapons, and diagnosis and treatment of victims 


ment was pursuing a two-track policy | r AP 





leged use of chemical weapons in Cam- 
bodia and, earlier this year, in Iran. 
Not surprisingly, the congress focused 
on such highly technical problems as 
the nature of chemical and biological 
agents used in warfare and their detec- 
tion. 
Wen — of Peking's Institute of 


Defence outlined some of the work | 


being done at the institute on effective 
sampling procedures in the detection 
of biological and chemical warfare 
agents. The congress also dealt with 
the diagnosis and treatment of victims 
of chemical and biological warfare. 


Fane this year the Iranian Gov- 
ernment flew 15 soldiers who had 
been gassed in the Iran-Iraq war for 
treatment at university hospitals. in 
Ghent and Vienna. Doctors from two 
universities described the treatment 
given to the Iranian soldiers and, on 


_ the basis of their experience, an attempt 
was made to devise the most effective 


— negotiations at the con- 
ference and counter-insur- 
gency operations against 
young Tamil militants in 
the north. 

The importance of con- 
tinuing. the negotiations, 
however protracted, tortu- 
ous or immediately unpro- 
ductive, was underlined by 
Finance Minister Ronnie de 
Mel who faces the World | 
Bank-sponsored Aid Sri 
Lanka Consortium in Paris 
on 20 June. The entire inter- 
national community, espe- . 
cially the island's donors, needs to be re- 
assured that efforts are. being made to 
ensure political stability, he said. Both 
the international agencies and influen- 


tial aid donors such as the United i 


States equate suchstability witha poli- 
tical | settlement. De Mel said that 
illh iec d that Sri 





inthe pare the’ anset led ecadivans:: 


engaged in defining the existing pow- 
ers of the central government and 


in elected district-level councils and in 
recommending . how best to achieve 
“equalisation of opportunities” in 
education and employment and in en- 
forcing “language rights” which are 


guarant teed d the constitution. While 
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Tamil 


Two experts’ committees are now 


identifying what powers can be vested | 


e | body that will fit it.” 









countries with symptoms similar to 
those described by.his Iranian col- 
league, Foroutan-Abbas. 

Évidence of chemical warfare in 
Laos and Cambodia was presented by 
a number of speakers, including Town- 
send, C. Samudavanija and S. Sannard, 
who spoke as Sihanouk's representa- 
tive in Belgium. 

Heyndrickx compared toxicological 
investigations in Southeast Asia, Iran 
and Afghanistan. In his view, the evi- 
dence presented at the congress clearly 
established that yellow rain has been 
used in these countries and that mus- 
tard gas has been deployed in Iran and 
Afghanistan. 

Chemical and biological weapons al- 
legedly have been used only in the 
Third World in recent years. While 
Sannard claimed the Soviet Union had 
supplied the Vietnamese with chemi- 
cals and toxins, several participants 
noted that the developing countries are 


capable of making their own, though 


they would need to import the raw 
materials from the industrialised 
countries. uu 


— YAPA 
summe] first is still bogged down in 
|| amass of laws passed since 
T independence i in 1948. 
| ^ The Sinhalese and Tamil 
| representatives agree that 
|. employment . .shou | 
F based strictly. 
| but the Me who c con- 
| sider themselves the most 
disadvantaged (REVIEW, 14 
June), ‘advocate jobs on 
ethnic ratios. The Indian 
I Tamil plantation labour, 
a category different from 
the indigenous Tamils, 
have argued for a special 






: quota reserved for it. 


Any deal reached at the round-table 
conference must be accepted by the 
| United Liberation Front 
(TULF), for it is still the sole legitimate 
representative of the more than 2 mil- 


lion Tamils in the north and east, 


though its moral and effective leader- 
ship is being challenged by the young 
militants and guerilla groups. The 
basic attitude of TULF was ably ex- 
pressed by the party's secretary-gen- 
eral, A. Amirthalingam, when he said: 
"The Tamil parties will remain until 
the end so that no one can blame them 
for having thwarted a negotiated set- 
tlement. But we. opted out of the com- 
mittees because the unit of devolution 
in which the proposed powers will be 
vested was not defined. This is like 
stitching a coat. and then looking fore a 
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ICICnCYy. Business in Asia has 


undergone sweeping changes away from the historical pattern of com- 
modities shipped West and manufactured goods shipped East. With grow- 
ing diversification and sophistication the economies of Asia have become 
strongly export-oriented. 

As a result speed and efficiency in banking on a worldwide 
scale have become a vital need for a demanding clientele. 

Eurasbank has built a reputation for efficiency during the 
past decade. Quick documentary transactions. Fast decisions on financing. 
Sound advice on project finance. Immediate access to a broad branch 
network in Asia linked to a strong base in Europe. 

Furasbank means efficiency, in any currency. 








Hamburg - Bangkok 
Bombay : Colombo 
Hongkong - Jakarta 
Karachi > Kuala Lumpur 
Lahore - Macau - Manila 
Pusan : Seoul - Singapore 
sydney - Taipei - Tokyo 
Head Office: 

Neuer Wall 50 

D-2000 Hamburg 36 
Telephone 3 6146-0 
Telex 215 224-0 ea d 





European Asian Bank 


The European bank for business in Asia 
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By Douglas Sutton 


If the number of trade shows, visits of high-level 
delegations and economic and investment sym- 
posia were the standard for measuring the scope 
of trade relations, then a person in West Ger- 
many could conceivably arrive at the conclusion 
that the country's top trading partners have their addresses 
throughout Asia. 

In fact, however, West Germany's trade with the Far East 
still makes up a modest, if steadily rising, percentage of the 
country's overall economic and commercial relations 
abroad. Yet the first few months of 1984 have seen a dizzying 
schedule — highlighted by the Partnerland India show at 
the Hanover Fair and the German Exhibition '84 in Tokyo 
— of West German-Asian contacts aimed at promoting 
trade relations and tackling some problems. 

As the East Asia Association (OAV) in Hamburg, a private 
organisation of West German firms which deal extensively 
with the Far East, recently pointed out, West German trade 
with Asian partners continues to grow at a rate faster than 
the country's overall foreign-trading performance. 

But OAV also points out — as do any number of other 
business executives on both sides of the globe — that much 
more needs to be done if the potential in trade between 
Western Europe's top economic power and the rapidly- 
growing Far Eastern countries can be completely realised. 
This is not a new theme but 
one which, judging by the 
stepped-up efforts of a num- 
ber of German companies 
and banks in the Far East. is 
apparently starting to take 
hold in corporate boardrooms 
throughout West Germany. 

Last year, its overall exports 
increased 1.1% to DM 432.3 
billion (US$158.93 billion), 
while imports amounted to 
DM 390.4 billion, a arowth 
rate of 3.7%. According to 
OAV statistics, German ex- 
ports to 24 Asian countries 
increased to nearly DM 22.1 
billion, a 6.2% increase from 
DM 20.8 in 1982, while im- 
ports rose to DM 32.9 billion, 
up 12.476 from the 1982 
total of DM 29.3 billion. 

The total volume of DM 55 
billion in West Germany's 
trade with the 24 Asian na- 
tions was not only up by 
9.9% last year from the DM 
50 billion in 1982, but the 
share of the Far Eastern 
countries in West Germany’s 
overall foreign trade rose to 








6.776 in 1983, compared to 6.2% the previous year. 


Of the more than DM 3.6 billion increase in Asian nations’ 
deliveries to West Germany, Japan accounted for about DM 
2.1 billion, meaning that other nations — especially Malay- 
sia, Taiwan, the People's Republic of China (PRC), Singa- 
pore and Indonesia — were also showing healthy gains in 
the West German market. 

As OAV pointed out, finished products both from Japan 
and the Far East's rapidly developing nations accounted for 
the dynamic increase in deliveries to West Germany. It was _ 
noted that United States firms, benefiting from the strong 


purchasing power of the dollar, tended to have an advan- 


tage as customers over West German companies, which - 
often had to settle for longer delivery dates, higher prices As 
and sometimes lower-quality products. j 


Of course, statistics are not the entire measure of foreign — 
trading relations — least of all of those subject to the often a. 
turbulent issues of protectionism, fluctuating parity rates ..- 
and raw materials prices, competition for markets in third > 
countries and financing practices which make up the .. 


parameters of West German—Far Eastern commercial ties. 


Beyond their public-relations and trade-promotion value, 
the exhibitions and symposia mentioned above in fact have - 
largely been aimed at dealing with these issues — with no — 
lack of frankness on either side: and thanks to the fact that 
German |. 
media and those of most of. 
the Far Eastern countries ^. 
with which Germany deals - 
public 
awareness of the questionsis 
virtually guaranteed on both 


both the West 


are open and fair, 


sides. | 
Economics Minister Count 


words at the start of the Ger- 


ing his disappointment over 
the package of trade relaxa- 
tion measures announced by 
Japan, may have taken some 
Observers by surprise in view 
of the occasion he used to 
voice his disapproval; yet it 
underscored the seriousness - 
of West German — and West 
European — concern about 
the continuing high imbal- 
ance in trade relations with 
Japan. 


the Hanover Fair's Partner- 
land India exhibition — in 
which more than 400 com- 
panies and trading firms 
staged the largest-ever In- 


Representative for Germany: Dow Jones International Marketing Services GmbH, Savignystr. 29, 6000 Frankfurt 1, West Germany. Tel. (614) 74.57 40 / 74 84 50; Telex 414 902 
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man Exhibition 84, express- ` 
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dian industrial and — show abroad — 
Lambsdorff was on the receiving end of similar criticism. 

Indian Minister of Industry Narayan Datt Tiwari attacked 
the imbalance in his country's trade with West Germany 
and pointed out that India’s share of the vast German mar- 
ket had been limited largely to more or less traditional items 
and not the engineering and other manufactured goods 
which India was seeking to export. 

Besides the West German and Indian exhibitions, high- 
lights in the calendar of events in West German—Far Eastern 
commercial relations this past spring included the staging in 
Bonn of a seminar for promoting investments in the Associ- 
ation of South East Asian Nations (ASEAN) region and a 
visit by Thailand's Premier General Prem Tinsulanond, who 
opened the Bangkok Bank limited branch (upgraded from 
the previous representative office) in Hamburg. 

Moreover, there was a steady stream of visitors from 
China: Astronautics Industry Minister Zhang Jun in Feb- 
ruary, Vice-Minister for Foreign Economic Relations and 


Trade Wei Yuming and China International Trust and In- 
vestment Corp. (Citic) chairman and general manager 
Rong Yiren in April, with Vice-Premier Li Peng in May. 
Li was the highest-ranking visitor from Peking since Premier 
Hua Guofeng s trip in 1979. 

It is worth noting these PRC visitors because they reflect 
the surge in China's trade relations with West Germany. Not 
only did Chinese exports to West Germany last year rise 
15.4% to DM 1.96 billion, for fifth place among German 
suppliers from the Far East, but China also emerged as Ger- 
many's second biggest market in the region, importing DM 
2.75 billion worth of goods, a 33% jump. 

Those Chinese visits went a long way towards laying a 
framework which would seem to assure steady growth in 
long-term German-PRC trade relations. Li signed the first 
Sino-German agreement on the peaceful use of nuclear 
energy, which could pave the way for later German firms' 
participation in building nuclear power plants in China; Wei 
submitted to Bonn a list of 27 Chinese projects for which 





in the Far East: But Is It Enough? 


Two-way investment activity between West 
Germany and its Far Eastern trading partners, 
like overall trade itself, continues to grow stead- 
ily. But as with trade, the argument also applies 
that West Germany is under-represented in 
terms of investment in the Far East. 

This point continues to be made, most recently at an 
ASEAN investment seminar in the West German capital 
Bonn, where German companies were warned about falling 
too far behind Japanese and United States firms in making a 
financial commitment to gain a greater share of Southeast 
Asia's thriving markets. 

West German, Foreign Office Minister of State Alois 
Mertes warned German companies against relying too 
much on purely import-export trade in the ASEAN regions 
and pointed out that West Germany accounted for only 
about 10% of the present total of around US$3.7 billion in 
West European investments in ASEAN (compared to 
US$5.1 billion for Japan and US$4.7 billion for the US). 

The East Asia Association (OAV) in Hamburg also has 
been urging West German firms to take greater risks. OAV 





said German firms which had set up production plants in the 


Far East were not only serving their own strategies at home 
and in Europe, but were also laying the foundations for 
gaining new markets in Asia, Australia and Oceania, the US 
and Africa. 

Looking at OAV-compiled statistics through the end of 
1982, one obvious point is that West German investments 
in Asia, while rising that year 3.496 to an accumulated total 
of DM 3.71 billion, made up just under 4% of the accumu- 
lated total of DM 97.2 billion in German direct investments 


abroad. This percentage falls even lower than the 6% share. 
which foreign trade with Asia has in terms of West Ger- 


many's total foreign trade. | 
Asian investments in West Germany — primarily aimed 
at promoting sales in Germany — rose in 1982 to DM 4.07 


billion (a 13.2% gain) and made up roughly 6% of the 





Asian nations’ total accumulated investments throughout 
the world. 

OAV noted in a report that "certainly there have been 
examples of... mistakes, bureaucratic barriers and legal un- 
certainties" pertaining to German investment in the Far 
East. But the report added: “However, one should rather be 
led by the successes. Those German companies which have 
adapted despite all the problems are satisfied with their 
entry into the Far Eastern markets."  — Douglas Sutton 
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Complex 
trade financing packages 
made to measure. 


Bavaria, our home, has a long tra- — e Professional documentation and 
dition in international trade, and from rapid payment transfers (SW.LET) 
this base we have built our reputation e Export-import financing packages 
as foreign trade banking experts. e Client-oriented foreign exchange 

We are one of the largest universal operations 
banks in West Germany, and appreci- e Advice on seeking new trading 
ated for our flexibility and friendliness. partners 





And we know our market well. e Easy access to foreign markets 
This professional experience through our international presence 

guarantees you the best possible and connections. 

service and advice. Get in touch and put one of Ger- 
Our full range of modern facilities many's top universal banks to work 

includes: for you. 


EINER | anaesbank 


International Banking with Bavarian Drive and Friendliness 


Central Office Brienner Str R000 Munchen 2. Tel.: (89) 21 71-01. Telex: 5286 70. Cables Havernbank Muni ch. Branches London. Tel: 7265 60272 
New York, Tel.: 310-980! . Singapore: P.O. Box 2111, —n " Tel. 222 69 25, Telex: RS 21445 — bsidiary: Bayerische Landesbank 
International S.A., Luxembourg 47 5911-1. Representative Offices: Toronto, Tel- 862-8840; Vienna, Tel.: 6631 144 lohannesburg, Tt 35 1b 13 








Die Sparkasse in Bremen — an 
efficient regional bank in all fields 





of international business 


Assets 
Cash and due from banks 


31.12.1983 
934 101627 DM 


— etie iam S 


31.12.1982 
942 740603 DM 
62459347 DM 
1018306 770 DM 














Due from customers 
a) up to 4 years 1512743571 DM 


€———Ó————————————————————M——————————————————O€————————————— 


14571614 DM 


— —— —— — — — — —— — — — — — 


ipay i Sk 223944351 DM 231146126 DM 
Assets of 
Landes Bausparkasse — 542351032DM 576539250DM 
Participations — — 22822890DM 22823284 DM 
Real estate and premises 99653820 DM | 88086 035 DM 
Other assets — —  79994061DM — 68100485 DM 
Total assets —  — 8788518162 DM  — 8168468175 DM 
Liabilities ^ &— — Á , 31123983 ,/;| 31121982 — 
Due to customers 
.8 Savings —0 0 3161530086 DM — 2888421946 DM 

b d deposits 2120081032 DM 2187185 429 DM 


—————————————ÁM——Ó———————— — he ret rt Ao — — — — — —— 


A CoE ae ———— — — — ————————————————————————————————————————————————————————— tunnel 


Bearer Bonds 831030138 DM 567083531 DM 


—————"—€————————————————————————————————— — — 


Trustee loans at 
third party risk 223944351 DM 231146126 DM 


— ——— —— —— — — — E — — — — 


Liabilities of 
Landes-Bausparkasse 


—— — ———— — ——— — — — —— — — — —— — — — — 


Provisions for 








pensions etc. 1064172750M — — 110171507 DM 
Heserve funds 348 050 435DM — ç< 314597638 DM 
Other liabilities 213024079 DM 193433592 DM 


Total liabilities 8788518162 DM 8168468775 DM 


Die Sparkasse in Bremen: 


Established in 1825: one of the most important banks in the region. 
Business conducted predominantly in the north of Germany. Indepen- 
dent Savings Bank not linked to any local authority. Authorised by the by- 
laws to transact all kinds of banking business in Germany and abroad. 
Member of SWIFT since 1974. Over 400 correspondent banks in Europe 
and overseas. 89 branches in and around Bremen; overall staff more 
than 2000. 


Members of the Board of Managing Directors: Dr. jur. Heinrich Frick 
Ulrich Nolle 
Friedrich Rebers 


Manager, International Division: Gerhard Puschmann 


Member of: Bremen and Hamburg Stock Exchanges; Verband der Deut- 
schen Freien Offentlichen Sparkassen e.V.; Hanseatischer Sparkassen- 
und Giroverband, Hamburg; Deutscher Sparkassen- und Giroverband 
e.V., Bonn 


Die Sparkasse in Bremen 
Foreign Trade Bank since 1924 


P.O.Box 1078 80, 2800 Bremen 1, F.R. of Germany, Telex 174 212010, Phone 1792180 | 


S.W.LF.T-Address: SBRE DE 22 





-often been simply 









| 2n China -was ‘seek 1g West- German 
a technological know hou 





w while Rong 
searching for a German agent to 





| represent. Citic: and Zhang discussed 
| with -  Messerschmitt-Boelkow-Blohm 
i M o of — in the 





E Paula laner- ay vator- Thoma rau brew- 


ery in Munich and the Shenzen Brew- 
ery to explore the feasibility of a beer- 
brewery joint venture, And. following a 


: | tour of China by a delegation of small 


and medium-sized manufacturing firms 


from the state of Baden-Wuerttem- 
berg. a society was set up in Heidelberg 


to promote industrial and technological 


cooperation with the Chinese. 


All these advances aside. there. re- 


main problems in. bilateral trade as re- 


— 


cently pointed out in a letter to the 
Chinese Embassy in Bonn by the Ger- 


man Wholesalers and Foreign Trade 






Federation’ (BGA). The BGA men- 
tioned ' ‘major. unrest among German 





importers” arising from: postponed. or 
cancelled Chinese deliveries of cloth- | 


ing. tableware, fur, handicrafts, phar- 
‘maceutical and food products. - 


s' complaints had 
y ignored. forcing the 
companies to send representatives to. 






West German fir 


China tory to settle matters. Often. the 
German side was expected to shoulder 


some of the damages. according to the 
BGA, whose complaints were explored 
during Wei's visit to Bonn. 

Delayed or cancelled deliveries, 
while a problem in trade with China. 
would certainly be a cause for celebra- 
tion by some quarters in West Ger- 
many if the supplying country's name 


happened to be Japan. Last year Ja- 


panese exports to West Germany in- 
creased by 17% to just under DM 14.8 
billion, further widening the gap in 


trade, since German exports to Japan 


grew 8.5% to DM 5.6 billion. 


- By now, however, the realisation has 
taken: hold in West Germany that the 


trade imbalance is not alone the result 
_of tight Japanese restrictions on im- 
-ports and foreign investments; if any- — 
thing, the German Exhibition ' ‘B4wasa 
reflection of the: awareness that West _ 


German. companies must commit 
greater resources and efforts to im- 
prove their sales to Japan and, beyond 


| that, to the Far East in general. 


(As the — Ministty of Industry 
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I: you have to make decisions 
concerning the construc- 
tion, expansion, or conversion of 
industrial plant and are searching 
for professional project manage- 
ment, you should make a note of 
our name. And then talk directly - 
with our customers about our servi- 
ces. Look at the list. Even the leng- 
thiest call to the most distant place 
will soon repay itself. 

We are a multinational group 
with over 80 years experience over- 
seas. More than 100 large turnkey 
projects have been delivered world- 
wide in the past 15 years alone. We 
know inside out the structures, — 
requirements, and opportunities of 
almost every country. From our 
own experience - on site. 

Our business relationships 
spanning the globe and our great - 
flexibility enable us to take on tasks 
of any magnitude in organizational: 
or planning assignments: from 
arranging finances to completion of 
construction. From delivery of 
materials to transfer of know-how. 
From specialized partial under- 
taking to full responsibility for the 
entire project. From efficiency stu- 
dies to management of the comple- 
ted facility including comprehen- 
sive spare parts services. 

Our customers certainly will be 
glad to provide you with confirma- 
tion. 


Ask the man who runs one. 


| 


Selection of projects experience. | Ceramic Plants 


| | Breweries 
Nigeria, 


Golden Guinea Breweries Ltd., 
Umuahia/Imo State, 
600.000 hl/year 


Sugar Warehouse and Jetty 
Construction 
Iraq 


| State Organisation for Food 
| Industries, Um Qasr, 100.000 tons 


Storage Capacity 


Cocoa Products Factory 
Nigeria, 


He Oluji Cocoa Processing Co. Ltd., 


He Qluji/Ondo State, 
30.000 tons/year 


| Cement Plants 


Nigeria, 


. Okpella C ement Company Ltd., 


Okpella/Bendel State, 


450.000 tons/ year 


Indonesia, - 


P. T. Semen Tonasa, Pangkep/South 
. Sulawesi, 510.000 tons/year 





| 
| 





| 


Pakistan, 


Swat Ceramics Co. Ltd., Shaidu/ 
NWFP, 220.000 m^/year 


Container Glass Factories 


Nigeria, 

West African Glass Factory Ltd., 
Port Harcourt/Rivers State, 
75.000 tons/year 

Zambia, 

Kapiri Gl ass Products Ltd., 
Kapiri Mposhi, 20.000 tons/ year 
Thailand, 

Bangkok Glass Industry Ltd., 
Bangkok, 45.000 tons/year 


Pulp and Paper Mills 
Indonesia, 


P.N. Letjes, Probolinggo / E ast Java, E Ld 


100.000 tons/year 


South Korea, 
Donghae Pulp Company Ltd., 


Onsan, 90.000 tons/year 


Ask the people at CCC. They € 
know how to do it. z 
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Coutinho, Caro & Co. AG 
Steindamm 80 
D-2000 Hamburg | 
Telephone 040/2 8610 - Telex 2114 120ccd 
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and Trade recently pointed out, of 100 factories set up by 
foreign firms in Japan between 1972-and 1982, US com- 
panies led with 62 followed in the far distance by Swiss and 
West German firms which set up, respectively, nine and 
eight production plants. 

Lately. however, there have been some promising deve- 
lopments reported by West German firms dealing with 
Japan. Volkswagen (VW), for example, is not only expect- 
ing to produce 24,000 Santana model cars together with 
Nissan this year, but also to export to Japan from West Ger- 
many another 16,000 VW and Audi cars. VW chairman Carl 
Hahn said that in coming years the export volume to Japan 
could reach 25,000 and that, through VW Asia which was 
set up last year in Tokyo, VW would start in 1985 to export 
to other Asian nations the VW cars produced jointly with 
Nissan. 

In another recent development, the German Machine 
and Plantmakers Association VDMA opened up in Tokyo a 
representative office to support the sales efforts of German 


^. machinery firms — especially medium-sized companies still 


hesitant about trying to enter the Japanese market. 


About the same time as that development, the Stuttgart | 


firm Robert Bosch GmbH announced a joint-venture agree- 
ment with the Nippon Air Brake Co. Ltd of Kobe for co- 
development, production and sales of anti-blocking sys- 
tems. The joint venture, Nippon ABS Ltd, 35%-owned by 
Bosch and the rest by Nabco, will focus on the Japanese 
market. 

In a long list of other West German firms developing new 
business opportunities with Japanese partners lately, men- 
tion should be made of Triumph-Adler (photocopying- 
equipment joint venture in the US with Konishiroku). 
Siemens (through Osram, negotiations for a possible joint 
venture in building a halogen lamp factory) and Mes- 
serschmitt-Boelkow-Biohm (talks on joint development of 
telecommunications satellites). | 

Among all the comments made by West German officials 
and executives in Tokyo recently, perhaps the most repre- 
sentative of all was that in an interview with the newspaper 
Handelsblatt by Wolfgang Peters, telecommunications- 
sales director for Standard Elektrik Lorenz: "We are not pre- 
senting here that which we are able to sell, but rather what 
must be sold tomorrow. The fundamental idea is that in the 
presently achieved stadium of development of our products 

. we want to find a competent partner; in this, the Japan- 
ese are the right ones.” € | 


gernany 
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Forecast for the 


By Martin Kohlhaussen 

Economic activities which link together the 
world's three main centres — the Far East, the 
United States and Europe — are strongly influ- 
enced by the relationship of the yen, the US dol- 
lar and the D-mark to each other. For a German 
banker, of course, the medium-term development of the 
D-markis the focal point of interest. 

In attempting to predict future developments for the 
D-mark, it is useful to take a brief look at the currency's 
behaviour over the past few years. The D-mark depreciated 
against the dollar from a 1980 annual average of DM 
1.82:US$1 to a low point of DM 2.84 in January 1984. In 
the meantime, however, the German currency has firmed 
against the other European currencies. Put briefly, its per- 
formance vis-à-vis the dollar can be explained as follows. 

Over the period in question, the weakness of the D-mark 
against the dollar was caused by several factors directly at- 











‘tributable to the election of Ronald Reagan in 1980. 


Through his success in restoring lost international confi- 
dence in the US, Reagan made the country a safe haven 
again for international capital, especially that from Latin 
American states (for whom the D-mark has never represent- 
ed an alternative refuge). The pursuit — resulting in very 
high interest rates — of a tight monetarist policy by the Fed- 
eral Reserve (the Fed) Board in its quest for lower inflation 
has also been instrumental in attracting substantial capital 
flows to the US. Moreover, the high budget deficits — which 
also helped push up interest rates — have had a similar ef- 
fect. 

The situation was different in West Germany. Here in- 
terest rates declined, partly due to the recession which lasted 
until the end of 1982, but last year also as a reflection not 
only of the good progress made towards consolidating state 
finances, but also on account of the favourable performance 
of both prices and the external account. Thus the situation 
has changed substantially since 1981, when a huge deficit 
on the current account had led to a weakening of the 
D-mark. Furthermore, the political weakness of the West 
German Government in 1981-82 was not conducive to in- 
vestments in German assets, either in the form of bonds or 


shares. Quite the contrary, in fact: there were capital out- 


flows which depressed the D-mark's exchange rate. 

In the meantime, with a new government in Bonn, there 
has been a fundamental change for the better. It was not 
particularly surprising that in recent months the D-mark has 
recovered somewhat, even managing to reach a high point 
of DM 2.54 in early March. This positive trend can be ex- 
pected to continue in the foreseeable future — though 
perhaps not uninterruptedly — as present developments 
are currently underlining once again. An important factor 
bolstering confidence in the West German currency is the 
reassuring success of the government in consolidating state 


Martin Kohlhaussen is a member of the Board of Managing Directors, Com: 
merzbank AG, Frankfurt. 
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We channel yourresources into sound 
investments. 


Government bankers, In addition to its own DM | of the Bank's professional 
portfolio managers, trust ad- bonds and Schuldschein- — counselling services. 
ministrators and other insti- darlehen, WestLB, one of When next reviewing 
tutional investors have come | Germany's top three inter- your investment strategy, 
to appreciate WestLB’s national banks, offers invest- benefit from WestLB's mul- 
broad range of sophisticated ment opportunities in fixed- — tiple facilities. 
investment instruments. interest securities in major 


international currencies. Ad- 
vice on equities is also part 


Westdeutsche Landesbank 


A strong force in wholesale banking 


Be d. ADVERTISEMENT SUPPLEMENT federal republic af germany 1984 stop lederal republic Gf germany 1984 stop federal republic” of germany 1984 stop federal 
ro. EY i dbi | republic of germany 1984 stop federal -epubhc of germany 1984 stop federal republic of germany 1984 stop federal republic 


geoning US trade deficit may well reach an all-time 
record of over US$100 billion. 

What are far more difficult to quantify are the 
psychological factors influencing market expecta- 
tions and the general perception of basic fundamen- 
tals. It would appear that a realistic attitude is begin- 
ning to develop, particularly as regards the massive 
budget deficits projected for the US over the next 
few years. c r 

Historically, yawning current-account and budget 
deficits have tended to weaken a currency because 
of their inflationary effects and it remains to be seen 
whether or not these factors can be successfully 
combatted in the longer term by the monetarist po- 
licy pursued by the Fed and supported by the Trea- 
sury. This has recently resulted in a renewed upward 
movement of US interest rates. 

During the past couple of years, however, we 
have seen that high interest-rate differentials be- 
tween the US and other countries — apart from the 
2 above-mentioned political aspects — have often 

finance by notably reducing the public sector's overall | proved to be a decisive factor in motivating investors to 
budget deficit and its new borrowing. | move into the dollar. But this is a development which is to 

The substantial German trade surplus (DM 42 billion in the detriment of the D-mark in particular: given its role as the 
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1983 and at least DM 50 billion expected for 1984) should number two international investment currency, any shift in 
also be taken into account here, particularly when viewed in | investors’ preferences in favour of the dollar immediately 
conjunction with the improving current account where a | impairs the performance of the D-mark — and. of course, 
1984 surplus of DM 15-20 billion is anticipated, following | vice versa. RN 

one of over DM 10 billion last year. By contrast, the bur- Finally, it should be noted that the D-mark's periodic 
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Annually more than 1,200 con- 
sumer goods manufacturers 


from Asia, Africa, Australia and Overseas Import Fair 


the Americas meet buyers 


(mail order business, depart- «Dartners for Progress" 


ment- and chain stores, trade 


agents, etc.) from all overthe — g 34 
world at the n Berli 


Do you seek a market for leather goods, gar- 
ments, textiles, carpets, small tools, hobby and 
'do it yourself equipment, wood products (incl. 
furniture), household articles, handicrafts, 
sports- and technical goods? 


Exhibit your products at the 

22nd Overseas Import Fair in Berlin 
«Partners for Progress" 

from September 5 to 9, 1984 
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The fruit of our effort. 
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IF hunger is to be banished from the world, the world will Engaged in industrial plant design and construction, 
need more farmland - and more-fertile farmland. Ferti- mechanical engineering, electronics, steel, shipbuilding 
lizers are needed to accomplish both. Krupp technology and international trade, Krupp offers innovative technol- 
has the answer. Our advanced version of the Koppers- ogy and engineering worldwide that sow the seeds of 
Totzek process does the groundwork for cost-efficient future growth. 

production of ammonia synthesis gas from solid and liquid an we help your effort to bear fruit? 

feedstocks. This in turn is used to produce fertilizers which 

promote the plant growth so desperately needed by a For further information please write to: 

hungry world. For decades, industrial-scale ammonia Fried. Krupp GmbH, StA VE/W, 


plants have been operating worldwide, helping to feed Altendorfer Straße 103, D-4300 Essen 1. 


our growing populations. Another pacesetting Krupp 
technology. Krupp. A tradition of progress. 


& KRUPP 





a c engi 
5 f 1 J 


Heavy trucks — 





Engineering - made in West Germany 











Ihe Sign for Better Business 


in Germany 


Berliner Bank is one of the large 
German banks with excellent international 
connections. Backed by total assets of US $ 
8 billions the group provides - 

@ in-depth knowledge of German markets 

@ nationwide presence 6 a worldwide network 
of more than 1.600 correspondents @ quick 
and qualified banking services @ special- 
experience in corporate business. : 

For further information, please contact 
our Head Office: BERLINER BANK AG, 
International Division, Hardenbergstrasse 32, 
1000 Berlin 12, West Germany, Tel. (30) 31 09-0, 
Telex 182 0144 bb d. 





Branches in Berlin (West), Dusseldorf, 
Frankfurt/Main, Hamburg, Hanover, Munich 
and Stuttgart. 

Our London Branch is active in trade 
financing, money market operations, foreign 
exchange and other services: 

BERLINER BANK AG, Morgan House, 1, Angel 
Court, London EC2R THX, Tel. (01) 726 6521, 
Telex 884 131 bblo g. 

Our subsidiary in Luxembourg offers 
special Euromarket financing and investment 
services: BERLINER BANK INTERNATIONAL 
5. À., 60, Grand Rue, EUIS Tel. 47181, 
Telex 1803 bbicr lu. 


BERLINER BANK 


The Bank you should talk to 











fyou'realarge international corporation 
seeking to improve profitability by de- 
centralizing your data processing, there 










| are ways to accom- 


- | ing to scrap the size- 


Nixdorf handles inter- 
national data processing 
requirements, with 
service and support in 
386 locations in 
35 countries. 


- |able investment you've 
-already made in com- 
| puter hardware and - 
| software. 
F In fact, you can build 
| vastly increased capa- 
ih | bilities into your exist- 
" ing systems without 
disrupting your business and without in- 
curring staggering costs. 

Nixdorf’s hardware and software sys- 
tems are specifically designed to work in 
network configurations with systems sup- 
plied by virtually any manufacturer. 


or more than 30 years, Nixdorf has 

been the world leader in bringing the 
power of the computer to the individual 
workstation level. While most other com- 


| plish that without hav- | 


puter manufacturers were concentrating 
at the central EDP level, Nixdorf, from the 
outset, focused its development efforts on 


. the workstation and expanded from that 


experience. Which puts us in a perfect 
position to help you, because, as you well 
know, the ability to make more and more 


a information available at the department 
—. level on an up-to-the-minute basis is 


becoming more important every day. 

And, our equipment is unsurpassed for 
ergonomic design, or the ability to adapt 
to the physical requirements of the people 
who operate the systems. Independent 
studies have shown that ergonomically 
optimized environments have improved 
operator productivity by an astounding — 
24.7 percent. 


Across borders, oceans and. 
time zones | 


N 


ixdorf systems are specifically a desig- 
ned to work in international applica- 
tions. They areuniquely capable of estab- 
lishing two-way communication down 
to a workstation in the most remote de- 
partment or location — meaning, for ex- 
ample, that a manufacturing executive in 
New York could learn immediately the 
quantity of a given component in inven- 





tory in a plant in Ireland that could be di- 


verted to another factory where the same 
— -— be! in eet — 





Adjustable terminals, desks 
and chairs heighten productivity. 
Three examples of 
Nixdorf's ergonomic leadership. 





For international business and financial 
applications, only Nixdorf can provide 
Nixdorf COMET? international, a total busi- 
ness information system that can handle 
information processing in seven foreign 
languages and 19 different currencies while 
meeting the specific demands of local ac- 
. counting principles and exchange rates. 

_ 'QOver20,000 Nixdorf COMET® international 
~ systems have been stands in 35 countries 
around the world. v 





_Unequaled quality and reliability 

[tis of great importance to ensure an unin- 

: terrupted flow of information through 
maximum system reliability. 

Nixdorf's reputation for quality and reli- 
ability ofits systems is unsurpassed in the 
world. All Nixdorf systems are built to the 
same rigid international manufacturing 
"standards at our plants in the United 


.. States, West Germany, Ireland, Spain and 


Singapore, and are subjected to the most 
exhaustive testing prior to shipment —test- 


c ing that includes complete integration of 


every system configuration in our plant and 
extensive operation under the most ad- 
verse environmental conditions. In all, 

. Nixdorf systems are subjected to more 
than 200 of the most stringent tests in the 
industry prior to delivery to our customers. 

All of which means that your system will 
work when it is installed at your site. And 
to ensure uninterrupted use of your sys- 
tems, our support organization, consisting 
of 386 locations in 35 countries around the 
world, 100 in North America alone, is 
second to none in providing the best hard- 
ware and software Suppor, service and 
training. 

We even provide on many of our system 
families the ability to load software, make 
program modifications and diagnose and 
correct hardware and software problems 
remotely by telephone, without the need 
for an on-site service man. 


The international solution 

f you're considering expanding your 

data processing capabilities, either 
domestic or international, we'd like you to 
consider Nixdorf. We're one of the most 
successful interna- 
tional computer 
manufacturers with 
annual sales of one 
Billion Dollars and 
110,000 systems 
installed throughout 
the world. 

Nixdorf has more 
international experi- 
ence at the work- 
station than any other computer company 
in the world. We'd like to share that experi- 
ence. 

Nixdorf Computer Pte. Ltd. 

100-c Pasir Panjang Road, 
Singapore 0511, 
Tel. 4791100 

Nixdorf Computer Ltd. 

Unit A, 9th Floor United Centre 
95, Queensway, 

Central Hong Kong, 

Tel. 5-202222 










by telephone, including the 
ability to load software, 
make program 
modifications, even 
diagnose and correct 
problems. 





Many supportfunctions . - 
can be handied remotely 
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bouts of weakness — which in practice have only been re- 
flecting the dollar's strength — and its pronounced slide 
against the yen and the Swiss franc in the more recent past 
need not be expected to continue. Given West Germany's 
relatively low current inflation rate of some 3% — particu- 
larly when seen in the context of the majority of its European 








Almost 10,000 sailings every year representing 
about 200 different shipping lines are connecting 
the ports of Bremen and Bremerhaven with 
more than 1,000 ports all over the world. With a 
turnover of 26.5 million tons of cargo annually, 
of which 60% represents general cargo, a high number of 
labour-intensive activities are registered in Bremen and Bre- 
merhaven. In this the smallest state of the Federal Republic 
of Germany almost every third job is dependent either di- 
rectly or indirectly on the port. The port-operating company 
Bremer Lagerhaus-Gesellschaft employs alone 4,300 per- 
sons in Bremen and Bremerhaven. 

This organisation was established as a warehousing com- 
pany in 1877. Today, however, it is much more. As 
operator of all the general-cargo facilities in the freeports of 
Bremen and Bremerhaven it is one of the largest port- 
operating companies in the world. The owner of the ports. 
the Free Hanseatic City of Bremen, has entrusted the Bre- 
mer Lagerhaus-Gesellschaft with the operation and exploit- 
ation of the freeport areas of Bremen and Bremerhaven as 
well as the grain pier and silos located outside the freeport of 
Bremen. 

In order to satisfy the requirements of the foodstuff indus- 
try the granary and its elevators in Bremen were moder- 
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Monetary System (EMS) partners — the D-mark should 
steadily appreciate within the EMS. The same holds true for 
the dollar if US interest rates do not move up too much. 
While experience has shown that the market is prepared to 
accept a longer-term interest-rate differential of 4-576, the 
discrepancy is currently at its widest. € 


The Ports of Bremen/Bremerhaven 


nised and extended. The silo capacity now amounts to 
150,000 tons and the grain pier has been extended in length 
to 275 m. enabling the accommodation of the largest bulk 
carriers. Three elevators with an hourly capacity of 1,200 
tons quarantee the quickest possible dispatch of the vessels. 
[n addition to the traditional imported commodities hand- 
led via Bremen such as tobacco, coffee as well as cotton and 
wool, there have been new developments which affect this 
trade. For instance there is the container development 
which commenced in Europe in 1966. From the start Bre- 
men has been very successful in its efforts to secure a good 
share of this traffic with the result that, with 820,000 20-ft 
equivalent units (TEUs) handled in 1983, the ports of Bre- 
men and Bremerhaven belong to the most prominent con- 
tainer ports in the world. In 1982 51% of all the general 
cargo loaded and discharged in the ports of Bremen and 
Bremerhaven was containerised. This very high degree of 
containerisation was the result of the early decision by the 
administrators to develop the container facilities in Bremen 
and especially in Bremerhaven. On 19 August last year 
the northern extension to the river berth at Bremerhaven 
was inaugurated with the result that this terminal is now able 
to offer 3.200 ms of berthing facilities with 18 gantry cranes, 
about 60 van carriers and 1.6 million sq. ms of stacking 
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Her future: nourished and assured 


Bayer thinks of tomorrow - 
today. 


She is well-nourished. Contented. And 
Bayer is doing its part to keep her that 
way, tomorrow. 

Bayer meets this challenge willingly. 
Competently. We ensure good harvests 
for farmers, developing essential chemi- 
cals to protect crops from damage and 
disease. We fight the war against hunger, 
with hope and persistence. 


KW 3421 A 


Bayer is represented in almost every 
aspect of life with more than 10,000 
products. Bayer invests in research: on 
the conservation of raw materials and 
environmental problems. 

Every vear, a twentieth of the company’s 
turnover is committed to making life 
more enjoyable, and creating a more 
beautiful world. 


Bayer <+ 
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For you, too, O&K can be the key to im- If you're looking for round-the-clock perfor- 


proved profitability potential. International mance and dependability, you can't do better 
experience, pioneering product features, than place your confidence in machinery, 
innovative engineering and a proven broad plants and systems from O&K. 

spectrum of equipment. Constructing roads and towns; in quarries and 
Crawler and wheeled hydraulic excavators; sand pits; building dams, pipelines or water- 
graders and wheeled loaders; dumpers and ways; open pit mining or land reclamation; 
forklift trucks; bucket wheel excavators and digging and lifting, handling and transporting - 
conveyor systems; spreaders and material on land or water: Wherever you look you'll find 
handling equipment; crushing and grinding O&K unlocking new profitability potential. 
plants; dredgers and ships; deck and floating Since 1876. 

cranes; escalators and autowalks. O&K gets everything moving. 


O&K Baumaschinen und Gewinnungstechnik 
O&K Tagebau und Schiffstechnik 
O&K Zementanlagen und Aufbereitungstechnik 










TRADE MARK 


D-4600 Dortmund 1 - W. Germany 
.. D-2400 Luebeck : W. Germany 
D-4722 Ennigerloh - W. Germany 









Data (1958/1983) 


]. Vacancies in 1,000 
(216/75) 


2. FAZ Share Index at 
year end (100/351.85) 


3. No. of unemployed 
in 1,000 (683/2,258) 


4. No. of insolvencies 
(3,535/16,500) 


5. Savings deposits in 
DM bn (36.102/566) 


6. Money stock M1 in 
DM bn (42.46/297) 


7, Imports at current 
prices in DM bn 
(44.81/500) 


8. Public sector 
indebtedness in 
DM bn (46.122/676) 






BfG:25th Anniversary. 


A quarter century of keeping pace with the German economic landscape. 


9. Exports at current 
prices in DM bn 
(53.46/539) 

10. Domestic use of 
GNP at current... 
prices in DM bn > 
(225.65/1626) ^. 


11. Investments in 


fixed assets at cur- 


rent prices in DM 
bn (52.38/346) 
12. Tax revenue in 


cash terms in DM 
bn (52.4/395) 


13. Government con- 
sumption at cur- 
rent prices in DM 
bn (31.27/33) 


14. Gross entrepre- 
neurial and prop- 
erty income in DM 
bn (71.65/359) 


15. Private consump- 
tion at current 
prices in DM bn 
(138.4/935). 

16. Gross wage and 


salary income in 
DM bn (111.63/914) 


Over the 25 years since our foundation, the cyclical and 
structural profile of the Federal Republic of Germany has 
undergone constant change. Our chart illustrates this 


dynamic evolution. 


Within Germany's highly competitive banking environment, 
BfG has grown impressively. Today it ranks among West 
Germany's foremost nationwide commercial banks, repre- 
sented by branches in all the larger cities. 


Diversity is the cornerstone of BfG activities. It serves private 


clients, self-employed professionals, medium-sized and large 


business. 


For foreign operations, we maintain bases at all the key in- 
ternational financial centers and cooperate with more than 
3,000 correspondent banks throughout the world. | 


17. Value added by 
service enterprises 
at current prices in 
DM bn (25.6/428) 


18. GNP at current 
prices in DM bn 
(234.37/1627) 


19. Value added by 
processing industry 
at current prices in 
DM bn (96/528) 


20. Value added by 
distributive trades 
and transport at 
current prices in 
DM bn (47.16/251) 







Fiscal 1985* 
Total Assets 


21. Value added by 
construction 
industry at current 
prices in DM bn 
(14.94/100) 


22. Cost-of-living 
index for 4-person 
households (wage 
and salary 
earners), Index 
76 = 100 (54.37133) 


25. Value added by 


agriculture, 


forestry and fisher- 


ies at current 
prices in DM bn 
16.16/55) 


Total Customers' Deposits 
Loans to Customers Outstanding 35.5 billion DM. 
Capital and Reserves 
* Consolidated Balance Sheet Figures/BfG:Group 


58.7 billion DM 
27.2 billion DM 


24. No. of gainfully A 
employed persons > i 
in millions — 
(24.124/25.16) 


25. Population in mil- 
lions (51.056/61.45) 


26. Exchange rate of 
US dollar, in DM 
(4.19/2.5467) 


27. Terms of Trade, 
Index 76 = 100 
(82/92) 


28. No. of building 
permits 
(311,254/378,000) 


29. Capital-market 
interest rates, 
yields on fixed- 
interest securities 
in Vo (6.5/8) 






1.9 billion DM 


With more than 8,000 employees in our branches and foreign 
bases, we will continue to give our clients all the benefits of a 
flexible, responsive universal bank. 


As our 1983 balance sheet figures disclose, 


Ww 


we have the financial clout it takes. (4 


 BfG:Bank für Gemeinwirtschaft 





BfG:Bank für Gemeinwirtschaft, Aktiengesellschaft, Postfach 1102 22, Theaterplatz 2. 6000 Frankfurt am Main 1- BÍG:New York, 400 Park Avenue, N.Y. 10022 - 
BÍG: Cayman Islands, c/o BÉG:New York : BIG:London, 83, Cannon Street, Bucklersbury House, London ECAN 8HE : BfG:Luxembourg Société Anonyme, 17, rue 
du Fossé, B.P. 1123, Luxembourg - BfG:Hong Kong, Bank of Canton Building, 6, Des Voeux Road Central, Hong Kong : BfG:Finance Asia Ltd. c/o BIG:Hong Kong. 
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area. With these dimensions and the backup equipment the 
Container Terminal Bremerhaven is the largest single con- 
tainer facility in Europe. 

Not only the container trade but also the import and ex- 
port of motorcars has contributed to the predominant posi- 
tion of Bremen and Bremerhaven. The products of German 
manufacturers such as Daimler-Benz and BMW are sent to 
Bremerhaven -in complete blocktrains for shipment to 
foreign countries. A total of almost 380,000 cars were hand- 
led at Bremerhaven in 1983, of which 216,000 units repre- 
sented exports. 

When talking of modern shipping systems we should not 
forget the principle of roll-on/roll-off. The special dock 
facilities, of which the ports of Bremen have seven, consist 
of special ramps permitting the loading and/or discharging 
through the stern or side doors of the vessels. The cargo is 
pre-stowed on special trailers which are moved by tractors. 
This enables the entire cargo operation to be completed 
within a single shift of eight hours. 

In addition to the container vessels, vehicle carriers and 
ro/ro-ships there are other modern developments in ship 
construction represented in Bremerhaven. An example, for 
instance, are the LASH carriers and the Sea-Bee vessels. 
These ships carry barges with a capacity of 400 tons or 800 
tons respectively. The barges are loaded or discharged by 
the ships’ own sophisticated cargo-handling equipment. 
The barges which are mainly loaded with bulk cargo are 
handled via special floating areas. This ensures the quickest 
possible turnaround of the vessel. 

To remain attractive nowadays a modern seaport must 
not only be equipped with powerful equipment and an effi- 
cient cargo-operations set-up: it must also be capable of 
handling the documentation in an optimal manner. Already 
in the 1970s the ports of Bremen realised this fact and intro- 
duced a system linking up all companies in the Bremen port 
industry; for instance forwarders, shipbrokers, stevedores, 
tally and cargo authorities and port-operating companies. 
The system is known as COMPASS which represents com- 
puter-oriented method for planning and movement control 
in the seaports. The individual users in Bremen and Bre- 
merhaven have visual display units and printers installed in 
their offices and are able to communicate online with the 
main computer via dedicated post cables. 

The particularly positive experience made by COMPASS 
led in 1978 to the long overdue step of joining the inland 
framework of the transport chain in the information and 
communications system. The system developed by the Bre- 
mer Lagerhaus-Gesellschaft and known as DAVIS inte- 
grates the transport chain outside the port. In general this sys- 
tem is implemented for controlling the logistical movement 
of large industrial projects from the time that an order is 
placed until the final completion of construction at the build- 
ing site abroad. 

The large universal seaports of North Europe with their 
equipment and the quality of their services are serving as a 
model for the developing countries. For this reason Bremer 
Lagerhaus-Gesellschaft established in 1976 a subsidiary 
under the name of Port and Transport Consulting Bremen 
GmbH (PTC). This organisation advises port authorities, 
transport companies and other related institutions in the 
field of port and transport business. Being a subsidiary of the 
Bremer Lagerhaus-Gesellschaft, PTC has the know-how of 
this important port-operating company at its disposal. Since 
its formation, PTC has been operating in many ports in the 
-world and at present is engaged in an extensive project on 
behalf of the Indonesian Government. € 





The Voice of 
Germany: 93 
Proarammes Daily 


By Dr Hans-Dietrich Kuckuk 


Deutsche Welle, the Voice of Germany, is the 
short-wave radio station of the Federal Republic 
of Germany with headquarters in Cologne. It 
broadcasts 93 programmes daily with a total 
length of over 80 hours. The programmes are 
broadcast in 34 different languages from two transmitting 
complexes in the republic and relay stations in Ruanda, Por- 
tugal, the Carribean and in Malta. A relay station in Sri 
Lanka is due to start operating at the beginning of 1985 and 
will help improve the reception of Deutsche Welle program- 
mes for Asia. 

Deutsche Welle began its transmissions on 3 May 1953. 
At that time it was a joint undertaking of the domestic-radio 
network ARD, the association of West German radio sta- 
tions. Through a law passed by the Bundestag, the Lower 
House of Parliament in Bonn, on 29 November 1960, 
Deutsche Welle became a public corporation. It is financed 
by the Federal 
German Govern- 
ment, but it is not 
a government in- 
stitution. It is a 
corporation, its 
programming is 
independent and 
it has the right 
of self-manage- 
ment. The corpo- 
ration is man- 
aged by the di- 
rector general, 
who has overall 
responsibility. for 
the running of the 
organisation; by 
the administra- 
tive council, 
which supervises the director general's management of the 
corporation; and by the radio council, which advises the di- 
rector-general on programme matters. 

According to its character, the task of Deutsche Welle is to 
provide listeners abroad with a comprehensive picture of 
political, cultural and economic life in the federal republic 
and to present the German viewpoint on important national 
and international issues. In doing so, the diversity of opinion 
in the republic should be reflected. This means that the 
policies of the government should not only be presented 
but also critically reviewed and that the opinions of the 
opposition and other relevant groups should also be ex- 
pressed. 

Since its inception in 1953, Deutsche Welle has been run- 
ning a German programme for Germans living permanently 
or temporarily abroad. The German programme is also re- 
layed to Asia. Foreign language services to Asia were 
opened in 1962. The first were in English. Now Deutsche 
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Welle broadcasts nine hours and 20 minutes daily in eight 
foreign languages to Asia, namely English (three hours, 10 
minutes), Mandarin (one hour, 35 minutes), Indonesian 
(65 minutes). Japanese (60 minutes). Hindi (50 minutes), 
Urdu (50 minutes), Bengali (50 minutes). In addition a 20- 
minute Sanskrit broadcast is transmitted twice a month 
within the framework of Hindi programmes. This broadcast 
reflects the great tradition of German Sanskrit scholars. The 
Asian department of Deutsche Welle employs a staff of ap- 
proximately 100 from more than 15 nations. In 1983 the re- 
sponse to its foreign-language broadcasts came in the form 
of 93.000 letters from listeners in Asia, one third of the total 
listeners’ mail received by Deutsche Welle. 

Why does Deutsche Welle broadcast foreign-language 
programmes to Asia? Asia is by far the largest continent of 
the world. Its population is increasing rapidly and its social 
and economic problems are growing just as quickly. The 
way in which they should be tackled and solved is the cen- 
tral issue of Asian politics. Different ideas and ideologies are 
competing with each other. The great powers are trying to 
gain influence. In this struggle to shape the political, social 
and economic future of a whole continent, the radio voice of 
the federal republic should not be silent, the more so since 
the radio stations of other countries are making themselves 
heard loud and clear: BBC, Voice of America, Radio Mos- 
cow. Radio Peking. Radio Australia, Radio Japan. Thus, in 
accordance with its charter, Deutsche Welle expresses the 
German viewpoint on events in the world and especially 
also in Asia. German commentators express their views, 
along with representatives of the government and opposi- 
tion, or other personalities in the republic. 


Comments on the internal German scene are also con- 
tained in Deutsche Welle's programmes. Thus, a picture of 
the federal republic and the life of its citizens is provided — 
and the picture is by no means uncritical. The task is to cor- 
rect the image of the republic which is often distorted partly 
through glorificaton and partly through biased propaganda. 
Another important aspect of Deutsche Welle's programmes 
to Asia is to reflect the manifold ties between the federal re- 
public and Asian countries. The federal president, chancel- 
lor, cabinet ministers, leaders of the opposition and repre- 
sentatives of other aroups and organisations frequently visit 
Asia. On the other hand, Asian statesmen and personalities 
from various walks of life visit Bonn and other cities and 
areas in the republic. There are also strong economic con- 
tacts in the form of trade and investment and there are a 
large number of development-aid projects in Asia, financed 
by the federal government: and there are links in fields such 
as culture and sport. The programmes are also concerned 
with developments in Asia itself. These are observed and 
commented upon. 

Deutsche Welle is a radio station of the West, of the Free 
World. It feels obliged to present objective, unadorned in- 
formation and thereby fulfills an important function. There 
are many tendencies in the world to restrict the freedom of 
information. to place the media under the control of the 
state, to manipulate news and suppress criticism. At the 
same time there are efforts to keep out the flow of informa- 
tion from outside. In face of such tendencies, the work of 
radio stations, that are located in the Free World and reach 
distant areas via short-wave, becomes even more import- 
ant. @ 








Europe's Largest 


On 12 July 1983, the largest European solar- 
power station with an output of 300 kw. was put 
into operation on the German North Sea island 
of Pellworm. This system, built by AEG-Telefun- 
ken, converts the sunlight in silicon discs directly 
into electricity, which is used to supply the therapeutic 
centre on the island. The solar-power station on Pellworm is 
the largest plant in a programme sponsored by the Euro- 
pean Community (EC) comprising 15 projects, in which re- 
search ministries of the various countries are also participat- 
ing. 

At the same time, 10 further solar-power stations with 
outputs of 30-100 kw. became operative in six European 
countries. In conjunction with the remaining plants to be 
completed by the beginning of 1984, they are intended to 
furnish proof that photo-voltaic solar energy can be usefully 
employed in our latitudes also. These plants, which are both 
favourable for the environment and maintenance-free, are 
employed for power supplies to the most varied consumers, 
e.g. water pumps in Belgium and traffic-control equipment 
at Nice airport; for the entire electricity supply to the inhabit- 
ants of a small island in southern Italy and the isolated village 
of Aghia Roumeli on the island of Crete; and for the electri- 
cal equipment in a naval college in the Netherlands. 

Representatives of the EC on Pellworm emphasised that 
European industry has for eight years been sponsoring uni- 
versities and research institutes in their studies and experi- 
ments in the field of solar-energy utilisation. In all, the EC 
has given grants of more than DM 75 million for various re- 








Solar power on Pellworm. 


search programmes. The solar-power station on Pellworm 
forms part of the most extensive programme to date, in- 
itiated in 1980. 

In the Federal Republic of Germany, a long-term pro- 
gramme for the systematic cost reduction of all components 
of a solar-power station was already launched in 1975 by 
AEG-Telefunken and Wacker-Chemie, the manufacturers 
of the silicon. The objective of the 10-year programme is the 
development by the mid-1980s of bulk-manufacturing pro- 
cesses for terrestrial photo-voltaics, in order then by the end 
of this century to implement systems for decentralised use 
with outputs of up to 1 mw., competitive with the conven- 
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tional alternatives in regard to kw. price. 
Whereas in the mid-1970s 1 kw. of 
solar current still cost DM 10, AEG solar 


now brought the cost down to about 
DM 2. New processes for mass produc- 
tion are intended to reduce the price to 


DM 0.30 during the second half of this | 


Jr 
] 
| 
| 
| 
l 
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The therapeutic centre on Pellworm | 


decade. The overall activities of the two 
companies during this — inc ipd 
the testing of pilot plants, wil — costs 
totalling about DM 330 million. The 
Federal Ministry for Research and 
Technology is sponsoring these ac- 
tivities, in which the Pellworm plant is 
also included. 

One target of the development efforts | 
in the non-communist industrial na- 
tions, in addition to safeguarding their | 
own power supplies and giving aid to | 
the Third World, is the creation of an ex- 
port potential. One criterion of the Ger- 
man marketing potential for solar tech- | 
nology can be seen in a study publ ished | 
in 1982 by the Bundesverband der Sol- 
arenergie e. V. Assuming for the year | 
2000 a share of 2% for regenerative pri- 
mary energy in the world consumption 
of primary energy, according to the pre- 
sent-day prices it would be possible to 
attain a German share of the market | 
amounting to over DM 6 billion a year. 


is the obvious consumer of solar energy 


since its peak requirements fall in the | | 


summer period. Duringthe holiday sea- 


son all the consumers —- restaurant, || 


sauna, medical baths and massage 
rooms, indoor swimming pool and ef- 
fervescent pool — are in full operation. 


Records of the mean value of the solar |- 
Sea area of |. 
1972-80 |. 
show that, under certain circumstances, |. 
it is possible that on five consecutive | | 
days the solar generator may not be |: 
able to supply the amount of energy re- | 
quired by the therapeutic centre. To |. 
allow for these weather conditions, |. 
among other reasons, the battery was |- 
dimensioned at 6,000 amps/hour (Ah). | 
The battery supplies the current during E 
possible bad-weather periods and dur- | 
ing the night. Since there is more energy |. 
is required by the |. 


irradiation in the North 
Schleswig-Holstein. from 


available than 
therapeutic centre, the surplus energy 
can be fed into the electricity-supply 
network. 


The solar generator itself, which is set | 
up on an area of 16,000 sq. m., consists | 


of 17,568 modules, distributed among 
22 sub-groups, which can be connected 
together under operational conditions. 
The modules are mounted at an angle 

of 40* on frames made of hot-dip gal- 
vanised steel and tropical hardwood. 
For the construction of the entire system 
on Pellworm, AEG-Telefunken em- 
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experts at Wedel near Hamburg have | 
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21st International Sports 
Equipment Fair 
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1490/7: 
15th International Trade 
Fair of the Food Industry 
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international Fashion Fair 
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ELECTRONICA 


Thh International Trade _ 
Fair for Components and 
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(First Half Year) 
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Exhibition 
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7th International Congress 
and International Trade Fair 
1-5 July 
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ployed extensively modified system components from the 


industrial sector. In order not to interfere with the use of the. 


highly valuable grazing land on the island, the solar 
generators were installed on frames with a minimum height 
of 1 m. so that the sheep can graze without hindrance. With 
4&8 modules connected in series in each case, the rated vol- 


Herman 


1984 stop federal republic of neninany 1084 stop federal repubht of gerr 


tage amounts to 346. The groups can be allocated with the 
aid of a process computer to two direct-current busbars. 

Each busbar is equipped with a battery having a storage ca- 
pacity of 3,000 Ah. Half the batteries of each busbar serve as 
consumer floating batteries, while the other half is charged 
by the solar generator. @ 





German Enaineers: 
High Profile in the 
Far East 


By Dr Volker Hansen 


Mechanical engineering, the biggest industry in 
West Germany employing about 1 million peo- 
ple, holds the top position of German industry 
with a turnover of DM 133 billion in 1983, ex- 
ceeding other industrial sectors as electrical en- 
gineering, motorcar manufacturing and chemical industries. 
German mechanical engineering is an extremely efficient in- 
dustry with a wide range of products. 

Individual companies of this branch — most of them 
medium-sized — produce more than 17,000 different types 
of machine, ranging from production of miniature ball bear- 
ings for electric motors to complete industrial plants. The 
continuous incorporation and development of new tech- 
nologies such as hydraulics, pneumatics, electrical devices, 
electronics, micro electronics, the equipment of machinery 
with complex controlling and measur- 
ing equipment — e.g. automation of 
mechanised processor — contributes to 
advanced technology of this branch in 
the Federal Republic of Germany. 

As a result of efficiency, high quality 
and the capability to correspond to spe- 
cific requirements of its customers in ad- 
dition to the production of standard 
machinery, it is not surprising that 
German machinery and equipment is 
revered world-wide. The export share 
of the total production of this branch was 62% in 1983. 

An increasing number of customers abroad require tailor- 
made systems. So German companies extend their scope of 
activities, e.g. to factory design and plant engineering, pro- 
duction of software, training of technical and commercial 
staff and financing. 

German mechanical engineering is the number one con- 
tributor to German exports — this branch's share is about 
18% — and is among the leading branches to equip the 
world-wide industry on the international level. 

The United States, the world's largest machinery manu- 
facturer, held 26% of total mechanical engineering exports 
of industrialised countries. Germany's share of the world 
capital goods market came to 20.4%, followed by Japan 
with 12%, Britain with 8% and Italy with 7.5%. 

In 22 of 39 different mechanical engineering branches 
German world-wide deliveries held the first rank and Ger- 
man export share was in second place in nine and in third 
place in eight branches. 








Mercedes 190E: sharing 38% of industrial exports. 


i 


The international success of West Germany's mechanical 
engineering industry is based on a range of modern E 
ducts representing advanced technology, high quality. 
prompt delivery and efficient service as well as training of 
technical and commercial staff. 

While German machinery export is concentrated at in- 
dustrialised countries with a share of 69.5% (1983), 9.1% of 
deliveries have been shipped to Comecon countries and 
21.4% to developing countries. Within the last group of 
countries the shipment of German goods could steadily be 
increased to East and Southeast Asian countries. 

The high annual growth rates of most of the countries in 
South-East and East Asia are the result of the enormous 
economic potential in the region and the German industry's 
traditional trade and cooperation links with European and 
North American countries is expanding increasingly into this 
region of the world. In fact, first economic relations between 
German manufacturers and the Far East can be traced back 
to before the World-War I. 

But it is only in recent years that West German industry 
has focused on this region. The German share of machinery 
and plant exports to Asian countries ranges from 24% to 
Malaysia and Singapore, 29% and 30% to Thailand and the 
Philippines respectively and 3876 to Indonesia in 1983. This 
shows the high appeal of German machinery in these coun- 
tries. Apart from deliveries of machinery to these and other 
Asian countries there is an increas- 
ing trend towards direct investment | 
activities of German companies 
aiming at the establishment of long- 
lasting economic ties in the region. 

VDMA (Verband Deutscher Mas- 
chinen-und Anlagenbau e. V.) is as- 
sisting German machinery manu- 
facturers to promote business rela- 
tions effectively with foreign coun- 
tries. It is the association of machin- 
ery and plant manufacturers in the 
Federal Republic of Germany. Based in Frankfurt, VDMA 
was founded in 1892, when Germany's mechanical en- 
gineering companies organised themselves for the first 
time. 

The tasks of the association include the interpretation of 
common economic, technical and scientific interests of its 
members for the public. Apart from representing members 
internally and externally VDMA offers the German mechan- 
ical engineering industry and its clients numerous services 
inside and outside Germany. Externally the tasks include all 
questions and problems in the field of export promotion and 
establishment of long-lasting economic relations abroad. As 
a special service, VDMA edits the directory Who makes 
Machinery which is published in four languages: English, 
French, Spanish and German. This source helps to establish 
contacts between buyers and manufacturers. Whenever 
foreign companies and individuals wish to get into contact 
with German machinery and plant manufacturers, VDMA is 
ready to assist. € 
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| Uhde reporting: World-wide = — 
plant sematruction '83 


"Fertilizers for Burma. The first com- 
mercial 2nd-generation coal gasifica- 
tion plant in the Fed. Rep. of Germany. 
How economical and non-polluting is 
the membrane electrolysis process? 
New projects for Uhde's subsidiary in 
Mexico. Commercial plant producing 
detergent phosphates in the PR of China. 
How Uhde uses the computer for more 
flexibility." 


These are only some of the subjects 
broached in the new Uhde Annual 
Report: 48 pages of information, reports 
illustrated by colour photographs, and 
various facts and figures convey an 
idea of Uhde's capabilities in the inter- 
national plant construction business. 


Uhde's motto is: Reliability and flexibi- 
lity in the expert design and construction 
of turn-key industrial complexes while 
keeping all deadlines, and consistent 
development of future-oriented techno- 
logies. 


If you are interested in learning more, 
write for your free copy of the Annual 
Report '83. 


Uhde — a member of the Hoechst group. 
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Engineering with ideas 
Uhde GmbH, Friedrich-Uhde-Strasse 15 
4600 Dortmund 1, Fed. Rep. of Germany 
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By V. G. Kulkarni in Singapore 


N ext to the chief executive's spa- 
cious office at the headquarters of 
The Singapore Monitor, a local after- 
noon tabloid, there used to be a barely 
used spare room. In recent months it 
has become a hub of activity and the 
signboard on the door aptly announces 
it as the "War Room." From there, the 
executives of the newspaper are mar- 
shalling their forces to wage a war of 
sorts against the long-established 
daily, The Straits Times. 

The Monitor intends to bring out a 
broadsheet morning daily by the mid- 
dle of next year, in addition to its after- 
noon tabloid, in direct competition 
with The Straits Times. Chief execu- 
tive John Orr, formerly of the Asian 
Wall Street Journal, plays down the 
war footing among his colleagues, say- 
ing itis merely meant to add "some fun 
and excitement" to the job — which is 
nevertheless highly competitive. 

As the challenger, Monitor stands to 
gain from any exposure it can get for 
its plans and in recent months Orr and 
his colleagues have stepped up their 
publicity-cum-marketing drive. Mean- 
while, The Straits Times is mak- 
ing its own preparations, though on the 
surface it exudes the quiet confidence 
of the easy frontrunner. At stake, how- 
ever, are millions of dollars of adver- 
tising revenues, the vast bulk of which 
has flown into the English-language 
morning press monopolised by The 
Straits Times for more than a decade. 

The Monitor is taking on a formida- 
ble foe in The Straits Times, which was 
established in 1845 during the early 
British colonial days and has since 
emerged as the premier daily in Singa- 
pore and one of the most profitable in 
Asia. Although there will be plenty of 
competition between the two for ad- 
vertising and circulation, Singapore is 
unlikely to see an explosion of news 
Scoops or exclusive stories. 

For one thing, the Singapore au- 
thorities do not look kindly upon the 
adversarial role of the press against the 
government nor do they favour com- 
petitive journalism, which in their 
view leads to sensational and negative 
reporting not in tune with national 
goals laid down by the ruling People's 
Action Party (PAP). So the impending 
rivalry between the morning dailies is 
likely to be carefully controlled by the 
government. 

In effect, the government is also giv- 
ing the Monitor a second chance, When 
the Monitor company was formed in 
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Escalating the circulation war 
with a broadsheet broadside 


early 1980 it was promised a licence to 
publish a morning daily. Backed by 
three of the largest local banks as 
shareholders, the company assembled 
a team of journalists and managers — 
including a small core of highly paid 
expatriate supervisory staff — and in- 
stalled a sophisticated computer net- 
work. 

In a long-drawn-out process before 
its launching, the Monitor faced con- 
ceptual as well as organisational prob- 
lems which caused repeated delays. In 
October 1982 a new and unexpected 
development complicated their task. 
In that month, opposition Workers' 
Party secretary-general J. B. Jeyaret- 
nam won à by-election in the Anson 
constituency, breaking the PAP’s 
monopoly in parliament. The Anson 
upset came as a major shock to the 
PAP leadership which became ap- 
prehensive over how the local press 
would report the opposition's views on 
public issues. 


he government was also unhappy 

with the style and content of The 
Straits Times, despite the fact that it 
had toed the official line on every 
major policy issue since at least the 
early 1970s. However, the PAP felt that 
the paper was still emphasising nega- 
tive and critical news in order to gain 
popularity and circulation. Since the 
1970s, the PAP has made little secret of 
the fact that the national press should 
be the handmaiden of the ruling party 
and its elected government, whose 
policies are thought to reflect larger 
national goals. 

Therefore, in the wake of its defeat in 
Anson, the PAP government sought to 
strengthen its control over The Straits 
Times, which, prompted by the gov- 
ernment, appointed S. R. Nathan, a 
former top civil servant, as executive 
group chairman in February 1982. 
Nathan resigned from government ser- 
vice to take this job. 

When questioned by Jeyaretnam as 
to why the government was frightened 
of the free exchange of ideas in the 
press and public, Foreign Minister S. 
Dhanabalan retorted in parliament in 
March 1982: "We make our own rules 
as to how political parties should con- 
duct themselves and how public issues 
should be discussed." The Monitor's 
tardiness in getting off the ground also 
played into the hands of the govern- 
ment, which in April 1982 came up 
with its own plan to further bolster its 
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control over the newspaper industry. | 
In a major reorganisation of the re- 


public's English and Chinese news- 
papers, the government brought about 


two holding companies: The Straits — 
Times Group and The Singapore News . 
and Publications Ltd (SNPL), which. 


was a merger of the two leadin 


Chinese newspapers — Sin Chew Jit 


Poh and Nanyang Siang Pau. SNPL 


was given a three-year monopoly on . 


publishing a Chinese morning daily 
and an English afternoon tabloid. In 
return The Straits Times got a similar 
monopoly on the morning English news- 
paper, but had to close down its success- 
ful afternoon newspaper, the New Na- 
tion. SNPL took over the title in June 
1982 and later that year reverted to its 
originally planned title, The Singap 
Monitor. i 


The government justified the merger 


of the two Chinese-language news- 
papers as a move to ensure the long- 
term viability of the Chinese-language 
press, as the population is gradually 
but surely switching to English as the 
lingua franca. The government stated 
that it also wanted to prevent a scram- 
ble for experienced English-language 
journalists between the rivals. 
Journalism is not taught at the Na- 
tional University of Singapore or the 
two polytechnic-level institutions, nor 
has the government shown any desire 
to promote such training. The local 
media, including the state-owned 
Singapore Broadcasting Corporation 
have to resort to training their new re- 
cruits in-house or seek talent from 
abroad. With the relaunching of the 
New Nation next year — almost a 
foregone conclusion though The 
Straits Times executives are reticent in 
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g nioney, the parent company, wi hy 
stranglehold on the Chinese press, is | 
‘ofitable and Orr says he has been | 
ven enough resources and a free rein to | 
vamp the newspaper. Orr claimed 
hat The Sunday Monitor, withits more 
an 90,000, circulation — as against 
e weekday figure of 50,000 — is quite 
ypular with readers. Still, the big im- 
ovements will come in the Sunday 
dition first. 

The Sunday Monitor is likely to go 
roadsheet by about August this year. 
Adorned with the liberal use of colour 
ind graphics, the Sunday newspaper, 
f some 50-60 pages, will have up to 
ght pages of American comics and a 
gazine supplement of some 40 
es, tentatively titled People, which 
concentrate on HOLE and family 















eside the narrow gateway leading | 
to the dormitories of Diniyah Putri 











rated modernist Muslim girls’ board- 






signboard with three injunctions: 
> The gateway shall be closed between 

|. 6:00 p.m. and 7:30 a.m. 

» Visitors can meet students or school 
officials only in the public meeting 
room. 

» Students are forbidden to receive 

-non-family male visitors. 

. But the girls, all wearing white and 
green naju kurung (dress) and white 
mudawarah (head dress) — and not a 
few of them stunning Minangkabau 

. beauties — seem cheerful and outgoing 
enough. One senses the strength and 
self-confidence of women among the 
Minangkabau who, despite their devo- 
tion to Islam, have maintained the 
traditional matrilineal system. 

Ironically, Diniyah Putri seems to be 
enjoying something of a revival, not 
because of its progressive curriculum 
but because of its strict discipline. Like 
most Islamic schools — traditionalist 
as well as modernist — Diniyah Putri 
had been affected by the government's 
secularisation drive in education. 






















he Monitor, which in recent months 
tried to overcome its earlier image 
flashy tabloid and begun concen- 
ting on hard news and business 
ories, is going to continue that orien- 
on in the broadsheet format as it is 
wn to appeal to middle- and upper- 
come readers, the market the news- 
er's executives are aiming at. The 
aits Times, with its daily circula- 
-of 245, 000, leads in the mass mar- 






























S the Monitor has — its — 
eforthe upper-income readers, The 
aits Times is also paying attention 
his sector without publicising its 
is too much. A combination of The 
aits Times and its sister newspaper, 
Business Times, should become com- 
sory reading for the elite, according 
heir plans. The financial pages of 
e Straits Times have been made 
ore. consumer-oriented, while the 
iness daily, with more interna- 
ial news and features aims to be- 
me "the only real alternative news- 
er in Singapore." The plans for the 
Nation are still under wraps. 

ut Singapore's straitjacket politi- 
situation still offers little opportu- 
^ for enterprising journalism on 
cal stories. Under the Newspapers 
Printing Presses Act of 1974, the 
'overnment licenses not only the 
ewspapers, but also the publishers, 
rinters and the chief editors of the 






























By Bunn y Surai ya in Calcutta 


o its inception almost. 25 years 
ago, Indian TV has suffered from a 










Doordarshan (Distant Vision), as the 
indigenous avatar of TV is known, 
have always professed the medium's 
educational potential with almost 
evangelical zeal, the majority of view- 



























"Access to Singapore Government | 
ieWs sources is also not considered a 
M offic S bids but a E e — 





the planners and ihe viewers seem tio 
be on totally different wave-lengths : as 
1 | has been shown, yet again, by the re-- 
cently submitted report of the Joshi 
| committee on software planning for. 
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| Doord rshan.. 


ing school in Indonesia — stands: a 


split image. While the authorities of. 


ers look: to it procis as a Source of. 


^ was launched i in the coun- 






| By Susumu Awanohara in Padang Panjang 


— the oldest and easily the most celeb- ` 











Total enrolment in its — and upper 
secondary schools and college dropped 
from more than 1,000 in the mid-1970s 
to about 650 by 1980, mainly because 
parents increasingly shifted their 
daughters to madrasahs (modernist 
day schools) Most madrasahs have 
complied with the government's 1975 
call to devote 70 hours to general 
studies and 30 hours specifically to re- 
ligious subjects.. Diniyah Putri has 
stuck to a 50:50 split of religious and 
general subjects. 

The number of its students has in- 
creased again to about 750 in the past 
few years. According to superinten- 
dent Yunas Saleh, the main reason for 
this small revivalis that parents are in 
favour of the school's discipline. 

If written regulations are an indica- 
tion, the girls are indeed watched 
closely. The lengthy list of proscrip- 
tions is particularly detailed on dress 
and appearance. For example, girls are 


not to wear conspicuous underwear 


+t 


"such as bras which are sparse . 
They are not to become too intimate 
with individual classmates lest this 
cause embarrassments. They are not to 
visit another dormitory for more than 
15 minutes, to speak, laugh, scream or 





The small screen is still a distant 
vision for the majority in India 


mes dealing with development and 
rural uplift add up to less than 14% of 
telecast time, which continues to be 
dominated by feature films and im- 
ported comedy series which "have no 
relevance to Indian culture and Indian 
ways of life" and could be “socially 
disruptive" for unsophisticated rural 


audiences. 


But the committee's ideal of captur- 


ing "India in all its fullness and rich- 
ness. through [TV]. programmes" by 


cutting down on feature films, 
eliminating foreign comedy shows 
and, if necessary, starting a separate 
rural channel is unlikely to be realised 
in the near future. Doordarshan's di- 
lemma — to be caught between a doc- 
trinaire approach and market demand 
— is common enough in the developing 
world: But it is made more marked by 


. India's size and scope, and the startling 
|| contrasts of progress and backward- 
RS ness ithe coun ; 






provides. | 
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Students in 


sing loudly, or to stand at the dormit- 
ory window. Permission from the teacher 
is required even for writing letters. 

Apparently these ordinances are not 
enforced literally, nor does the school 
seem to produce cold and fanatical wo- 
men. The theory is that the Minangka- 
bau have “synthesised” Islam with pre- 
existing local traditions — in contrast 
to theJavanese who only "syncretised " 
the two elements — and thus under- 
standing (and not rote learning as in 
Java) of Islam is a crucial component 
in the education of a Minangkabau. 

According to an much-quoted school 
motto, the purpose of Diniyah Putri is 
to nurture women who are animated 
by Islam and are capable and active 
educators (at home, in school and in so- 
ciety) with a sense of responsibility to 
the motherland and for the general 
welfare of the people. 

It is not difficult to imagine how rad- 
ical such a motto sounded 60 years ago 
when the school was established. Since 


some US$70 million to expand the net- 
work and the introduction of colour 
telecasting from most centres, Indian 
TV still shines in the reflected tinsel 
glory of Bombay films which form its 
most popular fare. Although Doordar- 
shan has to pay Rs 300-400,000 
(US$21-28,000) for a Sunday night 
film — several times the cost of an al- 
ternative programme of comparable 
length — popular demand determines 
that films get prime-time billing. The 
all-pervasive spell of home-delivered 
Hindi cinema is reflected in reports 
that domestic servants in the. larger 
cities refuse to work in households 
which do not offer them access to 
evening TV. Second in popularity 
are foreign comedy series and soap 
operas. 

At present Doordarshan has four 
regular imported shows, Yes Minister, 
To the Manor Born, Different Strokes 
and The Lucy Show. The number is ex- 
pected to increase 'substantially as 
Doordarshan plans to introduce full- 
day telecast throughout the week by 
the end of 1985. Officials have admit- 
ted that, due to budgetary and other 
constraints, the greater part of this 
extra time will have to be filled with 
commercially sponsored programmes, 
at least 25% of which will be imported. 
Although Doordarshan's rate for a 30- 
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Diniyah Putri's grounds; at study: maintaining the matrilineal system. 


the turn of the century, the Minang- 
kabau has played a pioneering 
role in spreading the reformist idea 
that Muslims would fail to meet the 
challenges of modern times if they 
clung to traditional ways. Newly 
founded schools became the centres of 
reformist activity and most prominent 
among them were Thawalib (for boys) 
— many of whose graduates became 
propagandists for the cause — and Di- 
niyah Putri, which was lower key and 
less political. 


l; Indonesia, as elsewhere, the re- 
formists essentially called for a re- 
turn to basic principles found in the 
Koran and Hadith (the record of the 
Prophet's traditions); criticised blind 
acceptance of established interpreta- 
tions as final, and championed the 
right of individual judgment. There 
was also an impulse to purify Islam of 
indigenous as well as foreign accre- 
tions, notably animistic practices. 


minute imported show is Rs 20-30,000, 
as against Rs 5,000 for an indigenously 
produced programme, most sponsors 
are putting their money on the lure of 
foreign glamour. More than 60 would- 
be sponsors, mainly consumer goods 
manufacturers, are said to be queuing 
up to make the most of the new open- 
door policy through which Kojak, 
Buck Rogers and a number of other 
foreign, mainly American, TV attrac- 
tions may soon enter. 

Despite the fact that shows with 
overtones of sex and violence will not 
be permitted, concern has been voiced 
that the imports might spread the 
germs of cultural pollution. The de- 
sirability of sponsored programmes, 
foreign or local, has been questioned 


Filming for TV; communal viewing: 
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Ju One theory is that the greatest im 
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pact of reformism was felt by the rural 
pesantrens, or traditionalist Islamic 
boarding schools centred around Is- 
lamic scholars. As some militant mod- 
ernists see it, pesantren education was 
stultified by mindless ritualism and 
empty legalism and it was the reform 
movement which made secular learn- 
ing, modern teaching methods and the 
drift towards a less medieval world 
outlook legitimate. Opinion is divided 
on whether it was the traditionalists, 
who transformed and absorbed the 
modernists, or if it was the other way 
round. But both groups are under pres- 
sure from the more purely secular 
school system pushed by the govern- 
ment. 

Today, only about 5 million pupils 
and students, or 12% of the national 
total, attend Islamic institutions and 
the percentage as well as the absolute 
figure are expected to decline further. 
Graduates of these institutions often 
face difficulty in entering non-religi- 
ous universities and finding jobs in 
government — except in the religious 
department. There is a feeling that 
the government has narrowed the 
graduates' opportunities but it is also 


admitted that Islamic schools have- 


not met the challenges of the times. 
But the dynamism of Islam is not to 
be underestimated. Thawalib and Di- 
nivah Putri may no longer be its van- 
guards but Islam has now permeated 
the general schools, youth groups and 
other supposedly secular organisa- 
tions. 
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by some who point out that in In- 
donesia the commercialisation of TV 
resulted in farmers spending their 
money on Coca Cola rather than fer- 
tilisers. 

The economics of the situation, how- 
ever, is against a radical rural shift. 
Despite earlier projections, today not 
more than some 9,000 villages out of 
575,000 have community TV sets, more 
than half of which are, in any case, in a 
state of disrepair. Most of the more 
than 3 million TV sets in the country, 
one for every 200 people, are concen- 
trated in urban areas. Even if the per 
capita income is doubled, while prices 
of TV sets remain constant, 95% of 
country's households, almost all rural, 
will not be able to afford TV. o 
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The continued redirection of Chiria' s priorities towards 
foreign trade and its broadening contacts with other 



































countries and regions has necessitated many revisions 


and adaptations in its laws. The Law Annual Report 


| now puts these changes into. perspective ina page handy 


up-to-date volume. 

What is it? 

The Law Annual Report is ‘the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 


~ Jf you are a lawyer, a business executive, financier, 

;industrialist, or anyone currently doing or planning to do 

. business with China then the Law Annual Report is a 
must for you. A small investment in this book today 


could save you money, time and wasted energy in the 


future. 
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. Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
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Verdict in Peking: The Trial of the Gang | 


of Four by David Bonavia. G. P. Put- 
nam, New York. US$17.95. 


he truth is that the Gang of Four 


never existed. It was invented by 
Deng Xiaoping and his henchmen so | 


that they could blame the disasters of 


the Cultural Revolution on a limited | 
number of people (those four) and not |. 


on the real culprit: the multi-million- 
member Communist Party of China... 
Another truth is that the trial of the 
Gang of Four never took place, because 
what took place in Peking at the end of 
1980 was in no way a trial: at best it 
was a well-scripted, well-rehearsed 
play representing a trial. Therefore a 
book about that episode ought to be 
called, at least in its sub-title: "The so- 


called trial of the so- -called Gang of 


Four." 


the Chinese communist propagandists, 


who certainly deserve the title of the 
. world's greatest hypnotists, were able | 
| to give 


e the impression that the pro- 
ceedings were public, that the rule of 


law had been re-established in China | 
and that Jiang Qing and her acolytes | 


were having a fair trial. 

Each night, we were shown on TV a 
few minutes of very carefully selected 
and edited excerpts of what had hap- 
pened in court (the rumour of the time 


was that Deng himself had to give his- 
The official newspapers | 
| the trial. “As a showpiece of the i 

legal system . 


approval). 
would also print an abridged version. 
That was all. 


Bonavia's book collects all the — 


cripts of those broadcasts and tries to 
put them into a huge jigsaw puzzle — 


Bonavia missed the chance of choos- | | 


inga precise title, but not the chance of | | ! 


writing a book which was long over- | 


due. 

For thoseof us who lived i in Peking at 
the time, the trial was an exciting af- 
fair. After years of gossip, speculation, 
hints and black rumours, Mao 
Zedong's close associates (his widow, 
his ideologue, his top. politician, his 


secretary) and an assorted gàng of iP 
military men, accused of having plots. 


Piles of documents, dozens of wit- | 
nesses, transcripts of bugged conver- 


ted to kill Mao but thrown into. the << 
same basket of rotten apples as those 4 
who had plotted to make Mao im- 
mortal, were finally paraded — in a 
courtroom. ` 


sations were produced as evidence of 
their crimes, but not one single inde- 


pendent observer was produced. Only — 





a very few dependent and trusted party | 
people were witnesses. This was, of 
course, part of the trick. 

Every day some 800 people, housed 
in distant and well-guarded guest- 
houses, were driven in buses to the 
court and then sent home under strict 
orders not to talk with foreigners 
about what they had seen. Every day a 
new batch of 800 was chosen to give as 
many people as possible the chance to 
attend the historic event (the entrance 
ticket became a status symbol among 
party cadres) — but also to prevent any 
single person having a complete view 
of the whole affair. 

Apart from China's top leaders, who 
obviously had read the script of the 
trial before it was played and who fol- 
lowed the performance hourly through 
closed-circuit TV sets especially in- 
stalled in their — only a minute 









Tang ing on tria: rot i 


though inevitably most of the pieces 


are still missing. Apart from this book, 


there is only one work on the trial — Un 
Proces Peut n'en Cacher un Autre by 
a French journalist under the pseu- 


donym George Hatamen. The two 


are a good combination, for where the 
Frenchman's book is too interpreta- 
tive, Bonavia's is too objective, dispas- 


-sionate, even-handed. This is one of 


Bonavia's main flaws: the reader is 
never told what was especially perfidi- 
ous about the trial, and why. 


he so-called trial of the so-called 
Gang of Four was a great show trial: 


it was a show of what life had been in 


China during the Cultural Revolution 
and before; it was a show of the fright- 


j ful suffering which not. the. so-called: 
Gang of Four, dut Mao himself, with is 





sessions and to all the material. Yet, 


a polítburo (many of 


n: e used. Tt. was also a show of the k 





















| a judgment. 






the new leadership of the same cor 


should we not judge? Have we, in the 


i forgive China for what we do not for 
| give others? If that trial had ta 
| place in the Soviet Union, rivers of b 
| ter ink would have flowed out. of 


. on this, nor on the system that 


| though sometimes in the m 


. ingin China can claim Bonavia's 


did not put the episode of the tria 
a larger context. 


 erence. 


provide a source of some firm facts; 


gent interview, "even the past is unce 







highest posts in China today), | 











"justice people should expect und 


munist party, But Bonavia refr 
from drawing any conclusion, from 
guiding the reader towards an opinio 








Why has he failed to do this? w 






ost our ability to be outrages 
icularly with China? Why do w 










pens of Western journalists, DN 
.Bonavia does not hide his opini 










. the trial was a d 
he writes; yet he does not exp. 








ter," 











the rise and fall of the so-called : 
of Four possible. Nor does he. 
on the nature of this typically ec 
munist show-trial, leaving it to: 
reader to imagine the backgrow 
which the trial took place. ix 

The book reads as a thriller, e 















































Chinese names the unfamiliar rea 
may forget who is the killer and 
the victim. For that, Bonavia pr 
an appendix. No journalist now 











































knowledge of the country and. his 
sights in its inner workings, Xt 
makes it even more unfortunate tr 


Yet his contribution is a major 
for whenever anyone tries to ul 
stand what happened in that 
winter of 1980 in Peking, he will 
to start from these pages. Even th 
the picture they present is not. 
plete, they provide well researche 
established facts. And facts are a 
commodity in China. That is why 
should read Bonavía's book and th 
keep it on a special shelf for future ref 


It may turn out to be particula 
useful when — as has happened ov 
the past 35 years — future Chine 
leaders proclaim today's statemen 
from the Peking hierarchy to be fal 
or wrong. Then, Verdict in Peking wil 


invaluable reference for anyone wish 
ing to write an independent conte 
porary history of China. : 
Perhaps it was all best summed. 
by Prisoner of Mao author Jean P; 
qualini, a man well conversant v 
the system, having spent a numbe 
years in a Chinese concentrati 
camp. “In China,” he said during a 


tain." 








The Philippines buys more time with another devaluation 


Politics of expediency 


By Guy Sacerdoti in Manila 


onetary and fiscal measures an- 

nounced on 5-6 June, which led 

to a de facto 22.2% devaluation 
of the Philippine peso, should buy time 
for the country to deal with longer- 
term structural economic problems. 
But the 12-bank New York-based Ad- 
visory Committee for the Philippines, 
which is charged with negotiating the 
rescheduling of the country's US$25.6 
billion foreign debt, is not yet commit- 
ting itself to a judgment on the pack- 
age. 

The committee obviously has linger- 
ing doubts about whether the most re- 
cent steps to get the eight-month-old 
foreign-debt rescheduling talks back 
on track will prove effective. The 
US$1.65 billion commercial-bank por- 
tion of an estimated US$3.3 billion in 
new lending — to go along with the re- 
scheduling package — will be exceed- 
ingly difficult to come by, with many 
medium and small banks having 
Philippine exposure refusing to contri- 
bute more money. Most had already 
written off the debt anyway. 

The rescheduling exercise, involving 
some 40% of the debt total, was merely 

the first of a series of reschedulings be- 
fore the end of the decade — a stopgap 
measure designed to keep the country 
afloat and to protect bank assets. Mean- 
' while, clear scepticism has prevailed 
over whether the government could 
avoid Latin American-style cycles of 
further inflation followed by more de- 
valuation, which could yet trigger a 
political backlash. 

The measures taken on 5-6 June will 
at least get the rescheduling talks back 
on track and should ensure that short- 
term medicine is taken. Immediately, 
the latest action will move forward 
discussions with the International 
Monetary Fund, which has been trying 
since the crisis intensified in Sep- 
tember 1983 to put together with the 
government an economic austerity 
programme designed to alleviate un- 
sustainable current-account and bal- 
ance-of-payments deficits. 

Central to the problem is a standby 
credit from the IMF of 615 million 
special drawing rights, or SDRs 
(US$644.2 million) — to be disbursed 
over an 18-month period — carrying 
strict economic-performance targets 
for monetary restraint, fiscal control 
and exchange-rate policy. It repre- 
sents the crucial first step in assembl- 
ing a rational rescheduling package 
which in turn buys time to tackle the 
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fundamental structural problems of 
the economy which led to the crisis. 
The measures themselves were 
straightforward. First, US dollar trad- 
ing conducted by the Bankers Associa- 
tion of the Philippines could be re- 
sumed. It was suspended after the 5 
October 21.4% peso devaluation (from 
P11:US$1 to P14:US$1), the mid-Oc- 
tober start of the first of three 90-day 
moratoria on foreign-debt repayments 
(a fourth is expected in July) and regu- 
lations requiring that 100% of banks’ 
foreign-exchange earnings be sold to 
the Central Bank of the Philippines. 


Now, the floor can reopen as banks 
were told they would be allowed to 
keep 20% of their foreign-exchange 
earnings. On 6 June, a single transac- 
tion of US$500,000 pushed the ex- 
change rate to P18:US$1, representing 
a devaluation of 22.2%. 

The idea is to allow the peso even- 
tually to float freely. But for the mo- 
ment, aside from most banks' desire to 
use their dollars to service priority im- 
port requirements of their prime 
clients, the rate is being controlled to 
let price and wage policies catch up 
with the sudden shift — while at 
the same time ensuring restraint. Once 
adjustments have been made, the 
clamour for further wage and price in- 
creases should subside. Thus, a 
gradual further weakening of the peso, 
it is hoped, will not result in panic 
buying, commodity hoarding or the 
creation of politically volatile social 
unrest, despite inherent declines in 
real wages. 
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But the reaction to the immediate 
rate change was sharp. Following the 6 
June increase of petroleum prices by 
an average of 26%, prices of most es- 
sential commodities rose during the 
following three days by 20-30%. Price 
ceilings for 10 controlled commodities 
(including rice, dairy products, sugar 
and detergents) increased by an aver- 
age 12%. Transport unions submitted 
requests for fare rises and wage coun- 
cils were preparing to present their de- 
mands in the week of 11 June. 

The government has, in effect, set up 
a multiple-exchange system by includ- 





ing a 10% excise tax, to be paid by 
banks, for all foreign exchange sold for 
reasons other than financing merchan- 
dise imports. With the P18:US$1 rate, 
that set a second exchange rate of 
P19.80:US$1. Aside from the relative- 
ly small cash transactions, however, it 
means service payments, the largest in 
terms of the balance of payments — 
being interest repayments on foreign 
debt — must be paid for at the higher 
rate. Also, importers of priority goods 
are allowed to obtain dollars outside 
the banking system — even large, 
healthy banks say the 20% foreign-ex- 
change retention services less than half 
their clients' requirements — usually 
via the black market. 


ith the current black-market 

W rate at P23-24:US$1, there are 
in effect three rates: P18:US$1 

for government priority imports such 


as petroleum products, food and fer- 
tiliser and the limited imports banks 
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can finance; P19.80:US$1 for service 
payments, and the black-market rate 
for other priority imports. 

The IMF's desire to get the exchange 
rate back up to market levels appears 
to be oriented more towards stemming 
capital outflow and moving the guid- 
ing rate closer to black-market levels 
(a 5-7% differential is the government 
target) than to increasing competitive- 
ness of Philippine goods. Many bank- 
ers say the previous devaluation put 
the real effective exchange rate, a 
trade-weighted figure adjusted for re- 
lative prices, in line with the rate prior 
to the oil-price spiral in 1979, the last 
time the country's current-account de- 
ficit was easily manageable. Because 
the dollar crisis has restricted the im- 
port of raw materials so drastically, 
most manufactured exports will not be 
markedly affected by the latest action. 

In terms of fiscal policy, the new 
exchange-rate measures should boost 


Virata; police break up strike picket-line in Bataan: strict 


government revenues by about P4 bil- 
lion, in line with the IMF target of 
keeping the budget deficit to 1.5% of 
gross national product. Aside from an 


additional 5% cut in budget expendi- 
tures for the rest of the year, the 10% 
excise tax, particularly on interest 
payments, will add significantly to 
government coffers, as will the gra- 
duated windfall profits tax (offi- 
cially an “economic stabilisation 
fund”) — 30% of the difference be- 
tween the current guiding rate and the 
previous P14:US$1 rate through the 
end of the third quarter, to be reduced 
5% each succeeding quarter until the 
end of 1985. While major commodity 
exports — coconuts, sugar and mining 
products — normally gain signific- 
antly from a devaluation, the windfall 
profits tax will ameliorate the effects 
in terms of both workers’ disposable 
income and the overall liquidity situa- 
tion, at least in the short term. 
Included in the IMF policy program- 
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me will be restrictions on government 
allocations to state-owned or -control- 
led corporations, which have prolifer- 
ated and been a severe drag on govern- 
ment accounts in recent years, and a 
commitment by the government to 
conduct intensive technical studies on 
the viabilitv of government financial 
institutions, such as the Philippine Na- 
tional Bank and the Development 
Bank of the Philippines. These have 
borne the brunt of domestic bad debt 
being converted into equity and have 
ended up controlling failed companies 
with questionable assets. One proposal 
to be looked at will be the consolida- 
tion of these banks. 


ll of this is tied in, however, with 
A the main element of the IMF pro- 
gramme and the most difficult to 
tackle to date — that of the country's 


domestic money supply (in this case, 
currency plus commercial-bank depo- 


sits), which ran out of control during 
the fourth quarter of 1983. The govern- 
ment has delayed soaking up liquidity 
partially because of the recently com- 
pleted national assembly elections and 
in part because of huge overdrafts 
from the central bank to troubled com- 
mercial banks, along with government 
borrowings, which reached a high of 
P6 billion as the election campaign 
started. 

The original IMF target for money 
supply was P22 billion when the pack- 
age was first put together in 
November. Now, sources say, it has 
been revised to P25-26 billion, which 
still requires an absolute reduction. 
Central bank figures for the first week 
of June showed a drop in money supply 
from the previous week of P400 mil- 
lion, to P26.7 billion. To draw in pesos, 
the government has closed all redis- 
counting windows and has issued 
selective treasury bills and central 
bank certificates of indebtedness at 
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rates which have approached 35*5 a year. 

Also, a major portion of budget re- 
venues garnered from the new excise 
tax on foreign exchange will go to 
repay recent government borrowings, 
which many believe entered the sys- 
tem during the election campaign. 
Economists say it was the increase in 
money supply, more than the effects of 
the previous devaluation, which 
primed the inflation rate. This has 
catapulted from annual rates of less 
than 10% in 1983 to the current 45% 
level. The government hopes that the 
final inflationary effects of the most 
recent devaluation and future float 
will be controlled if money-absorption 
policy is successful. Estimates are that 
by the end of the year, annual inflation 
can be reduced to about 35%. 

Thus, with the new measures, gov- 
ernment technocrats were hoping to 
finalise the IMF letter of intent in the 
week of 11 June, and move on to formal 





adherence is a necessity. 


approval of the programme in late 
July. By then, the advisory committee 
will be able to meet to start working 
again on rescheduling and the prob- 
lems it will face in financing the new 
loan package. 

But bankers caution that the IMF, 
already having been derailed by a gov- 
ernment overstatement of interna- 
tional reserves (by US$600 million 
[REVIEW, 29 Mar.]) and the sudden 
boost in liquidity, may decide to wait 
to see if the new exchange-rate policies 
are working before committing itself 
to the programme. While central bank 
governor Jose Fernandez and Prime 
Minister Cesar Virata say strict adher- 
ance to the programme is of absolute 
necessity, the final decisions on policy 
lie with President Ferdinand Marcos. 
And the banks are looking for proof 
that the government will maintain the 
political will to carry out austerity 
Sob agi before a rescheduling 
package is confirmed. o 
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4 Manggi Habir in Jakarta 

J ith only one month to go before 
Indonesia's new value-added tax 
VAT) and luxury sales tax law be- 
comes effective, the tax authorities are 
eginning a long-awaited | publicity 
campaign on specifics of the new tax 
measures. Detailed procedural guide- 
ines are being distributed and soon 
Vill be followed by special briefing 

feams despatched by the tax office 
those affected by the VAT scheme. 

The meagre information on VAT 
| it was announced and ratified in 
> 1983 has created considerable 
fusion and uncertainty in the mar- 
especially concerning its im- 
ementation. Manufacturers relying 
their reading of the new tax laws 
IEW, 1 Dec. '83) — often derived 
a recent surge of privately held- 
seminars — were unsure of its cost 





























































lespread price increases on 1 July. 
ut inflation, which some argue is 
ikely to result from the new mea- 
;, is only part of the general con- 
Many question whether taxpayer 
jliance and prompt government 
nent of tax refunds and rebates — 
mmon ànd crucial feature under 
system. but an extremely rare 
1enon in the past — will take 
to provide some credence to the 
ystem and help set it in motion. 
plicity and revenue yield were 
ajor concerns in the design of the 
ystem. Unlike the existing cum- 
| sales-tax system, carrying 
en or eight rates, the VAT scheme 
rges a flat, 10% rate. Progressivism 
maintained by charging an addi- 
ial 10-20% luxury sales tax. This 
egory covers a wide range of pro- 
ts from bottled. soft drinks and 
nic goods to cars and aircraft. In 
ddition, small firms — those with an- 
turnover and paid-up capital of 
ess than Rps 60 million. (US$60,000) 
d Rps 10 million respectively — will 
e exempt from VAT. This sales ceiling 
s considered an improvement over the 
rlier, ad hoc method of exemption, 
t many regard the inclusion of a 
id-up capital measure as redundant 
serving only. to complicare the 
mption process. | 
Another improvement over the cur- 
ent sales-tax system is that VAT will 
ie charged only on the value-added 
tribution to a product at each man- 
cturing stage (where tax paid on 
chased inputs can be credited 
ainst tax collected on sales), thus 
ünating the current “cascading” | 
ct. At present, sales tax is assessed 





































































































































Details: of ( indonesia! S value-added tax — are only now 7 
coming clear, scant weeks before its introduction 


cts, leading to mounting fears of | 














on the full value of a product at each 
production stage and thus tends to dis- 
tort production in favour of vertically 


integrated firms. 


The VAT scheme also has a self- 
policing feature. Because producers 
can offset their tax liability with tax 
paid on purchased inputs, they would 
wish to avoid having — under- 
invoice such inputs. 

Taking a gradual approach, Jakarta 


is initially confining VAT coverage to 
the manufacturing, importing and 
construction sectors. In manufactur- 
ing, the scheme will include a manu- 
facturer's sole or major distributors, to 
prevent transfer-pricing abuse: trans- 





fer-pricing becomes less attractive as 
any under-invoicing by the manufac- 
turer would raise the sole distributor's 
tax liability, it is argued. Although not 
subject to VAT, retailers are still re- 
quired to submit income-tax returns. 


T: simple VAT scheme ibus greatly 


limits room for negotiation and cor- 
ruption, the argument goes. It also 
eases the government's administration 
burden, allowing it to cover and man- 
age a wider tax base and. ultimately 
boost tax revenue. This fiscal year, 


ending on 31 March 1985, budgeted ! 


earnings from VAT and luxury sales 
tax are projected to reach Rps 985 bil- 
lion, up 21.9% from last year's.sales- 
tax revenue under the old tax regime. 
Sales tax under the current /scheme 
amounts to 1.5% of gross domestic 
product. By 1988- 89, comparable VAT 


| revenues are e projected to. — for 





paying a fee of Rps 200,000 often came 








“unsatisfactory. Participants 


away with more questions than 


| answers, even when tax officials were 


present to field questions. 

Despite concern over VAT's infla- 
tionary effects, price increases so far 
have been limited to a few luxury 
goods. Producers, though making 
noises about necessary upward price 
adjustments, are still holding off as 
they struggle to assess the effects of re- 
placing the current sales-tax scheme. 

Results so far have varied. One major 
vehicle assembler has stated that 
under the VAT. system, commercial- 
vehicle (trucks and mini-buses) taxes 
will rise but those for passenger cars 
might actually fall. Others expect price 
increases, especially for non-luxury 
items, to be minimal, arguing that a 
10% VAT rate applied only at the man- 
ufacturing level has, at most, a 6% ef- 
fect on retail prices. And even for items 
that aresubject to an additionalluxury 
sales tax, any major price boost might 
be difficult to sustain should the gov- 
ernment maintain its conservative 
monetary policy. 

Although many are uncertain about 
future price movements, they are quite 
sure that the VAT system, requiring a 
significant change in attitude on the 
part of both the taxpayer and tax col- 
lector, will be difficult to implement. 
Taxpayers covered by VAT will have to 
make sure their accounting system is 
adequate, recording all sales and pur- 
chases, and that they issue tax invoices 
on sales. The tax authorities will also 
have to ensure that tax rebates on pur- 
chased inputs, including capital goods, 


are promptly refunded — a crucial re- 


quirement for the success of VAT. 
Many will monitor this closely, as any 


form of tax refund in the past has been 


an extremely rare occurrence. For 
start-up companies, which are no 
longer able to import capital goods tax 
free, such refunds are important. 
Confusion has not been confined to 


| taxpayers. Early this year the govern- 


ment had to backtrack on one of its 
statements. The Finance Ministry, in 
an attempt to widen its tax base, ini- 
tially announced that it would grant a 
tax pardon on past tax obligations up 
to tax year 1982 for those registering 
and submitting their 1983 tax returns 
before March this year. The pardon 


|. was subsequently extended to include 


tax year 1983. | 

.Many have voiced concern that the 
government is doing too much too soon 
and that the preparation time for such 
a major switchover in tax systems was 
too brief. But it appears Jakarta was 


Worried that too long a gap between 


ratification and implementation 
would invite. excessive pressure for 
ei ramps in turn further 















They called itthe land of opportunity. And it has And, from our Boston headquarters and of 
never been more true. Free enterprise is alive, well and throughout America, we maintain a strong relat 
working better than ever in America. with your United States subs 

Yet, seeking your fortune in As a whole, Bank of P 
America means more than setting ... unique approach gives our 
up operations and waiting forthe — — a special understanding 
profits to pour in. | company s needs, p 

_ Thatis where Bank of Boston. and goals. 

can help. Our special group of multi- AS 
national officers will help make your 
way of doing business work in the 
United States. 

Through our 200 offices in 38 - 
countries around the world, we can 
work with your home office and 
stay at the forefront of international 
business and banking developments. 
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To the desk that did nothing but sit there day in, day out: 
Say ‘goodbye’. 

And say hello to a desk, equipped with an IBM terminal or 
computer, like the IBM Personal Computer XT. Suddenly a 
non-productive piece of furniture becomes a very smart piece of 
business; The Smart Desk from IBM. 

The IBM Smart Desk can give you all sorts of timely 
information, any time you need it. 

It can produce graphs and spreadsheets. Help you compile 


reports. Keep your diary, even send and receive electronic messages. 














Our desktop computers are designed to connect you directly 
with your company's central data files and office systems. Or with 
the Smart Desks of managers, secretaries and other professionals 
around the office. | 

IBM Smart Desk products are easy to use, so you'll start 
reaping the benefits almost as soon as you sit down. 

So call IBM and say hello to an IBM Smart 
Desk, today. After all, no one likes long goodbyes. 


e IBM Smart Desk. 
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legal documents, and signed 
contracts anywhere in the US. 

This unique ability makes fax 
one of the most exciting electron- 
ic mail technologies available 
today. 

All you need is a telephone 
and a facsimile machine. 


onds, an exact duplicate arrives 
at its destination in the US. 

With fax, faster is cheaper. 

And different machines have 
different capabilities, different 
speeds. 

With the AT&T Network, you 
can transmit up to 400 words on 
a t minute call. 

Most telex machines trans- 
mit at a standard 66 words per 
minute. 

Any fax machine can match 
that rate. 

And most beat it easily. 

With some fax | 
machines you don't 
even have to be there. 

They can be 


SAN FRANCISCO 


An exact copy of the original. 
That's fax. 
.. And faxis the only system 
that can transmit blueprints, 
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And in as little as 25 sec- 


programmed to transmit during 
reduced rate periods. 

Telex has no daily reduced 
rate periods. 

Since fax is a copy of the 
original, you don't need a typist. 
No special operators. 

And since there's no retyping, 
no redoing of any kind, fax is free 
of transcription errors. 

So if your US. customer or 
business associate needs your 
— document, a blue- 
print, a legal document, a sales 
graph or a signed contract in a 
hurry, you can fax it to him on 
the spot. 

Transmitting facts with fax. 

Another costeffective service 
for your business from the AT&T 
International Business Network. 


international service to and from continental U5 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 25th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 


Features 

The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia. 
south Pacific and Asian Organisations. 

The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
and social and cultural landmarks. Each section has 
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also been supplied with a set of vital statistics compiled — . 
against a master questionnaire provided by Yearbook 
experts. Ds 


How We Did It Ep 
Published by the Far Eastern Economic Review, the ©- 
Yearbook is the result of thousands of man-hours spent - 
every year. Every week, the Heview's correspondents 
provide on-the-spot reports from every major Asian = 
capital. From Islamabad to Tokyo, Peking to Canberra — 
and virtually every area of interest throughout Asia. This ^ 
leading team of writers, analysts, experts and research = 
staff contribute (as they have regularly for 25 years) to. 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as - 
only the Far Eastern Economic Heview can. / 









Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/C 4/M/S$13. 50 
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Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for eaea 


To: Publications Division, 
Far Eastern Economic Review. 
G.P.O. Box 160, 
Hongkong 
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The bank with an overview 


of Italy's high-flying region 
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An Agusta A109 hovers above Lake Maggiore 


Agusta, Italy’s leading aircraft manufacturer companies Agusta banks with Cariplo, and Cariplo too, 
has been operating ever since the birth of the flying is steadily increasing its overseas activities. 
machine. Today the company employs over 10,000 Our experience with companies like Agusta has 


people. Agusta is perhaps most famous for its beauti- built for us formidable skills in serving international 
fully designed helicopters, built in Lombardy. They markets. 


produce the world’s widest range of helicopters, We now have a full service branch in London 
two thirds of which are exported to many countries and representative offices in Brussels, Frankfurt, 
all round the world. Hong Kong, New York and Paris. 

Agusta is one of nearly half a million businesses If you are looking for an international banking 
in Lombardy that make the region by far the most resource with Italian 'simpatico' get in touch with 


productive in Italy, your nearest branch, or 
Snit (O/ARIPLO merus 
the country’s industrial Office, Via Monte di 


output. Like most of these CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE Pietà 8, 20121 Milan. 


Encouraging enterprise internationally 








The so-called economic summit reaches political 


agreement — but is hazy on economic matters 


By James Bartholomew in London 
1 | The most important 
| agreements reached 
| at the so-called eco- 
| nomic summit in 
London from 7-9 
, June were not eco- 
. | nomic but political. 
L M .j The economic de- 
bates ended in impasse, with delega- 
tions blackballing each other's ideas, 
while Japan hardly proved to be the 
torchbearer of Asian interests which 
some countries had wanted (REVIEW, 
14 June). On protectionism, the main 
economic issue for Asia, the summit 
took nosubstantive action whatsoever. 
Everyone naturally claimed to be 
against protectionism, but disagree- 
ment reigned on what to do about it. 
There was agreement, however, on 
politics. History may judge, if history 
bothers with summits at all, that the 
show of unity on how to deal with the 





. Soviet Union was the most important- 


thing to emerge from the London sum- 
mit. All delegations bar one agreed on 
a two-part policy: an openness to 
dialogue combined with determina- 
tion not to make one-way concessions 
to bring the Soviet Union back to 
nuclear-arms control negotiations. 

On this issue, United States Presi- 
dent Ronald Reagan, British Prime 
Minister Margaret Thatcher and Ja- 
panese Prime Minister Yasuhiro 
Nakasone found themselves in rare 
agreement with French President 
Francois Mitterrand. 

But once the summit moved from 
pohtics to economics, the agreement 


Paved with c 


e London Economic Declaration 

incladad a 10-point agreement to: 
» JCoutime and where necessary 
strengthen policies to reduce infla- 
tion and interest rates, to control 
monetary growth and where neces- 
sary reduce budgetary deficits. 
» Seek to reduce structural obstacles 
to the creation of jobs. 
» Support work in appropriate in- 
ternational organisations on increas- 
ing understanding of the sources and 
patterns of economic change, and on 
improving economie efficiency and 
promoting growth. 
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» Maintain and wherever possible 


increase flows of resources to the de- 
veloping countries. "Some of us also 
wish to activate the Common Fund 





d intentions 
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forward their current work on ways 
to improve the operation of the inter- - 


drawing rights is to be reconsidered 


ended. At every turn, the views of the 
Americans and the French were in op- 
position. The Americans were followed 
by the Japanese as by a shadow. The 
British, too, normally teamed up with 
the Americans. 

This triumvirate, of the two richest 


countries combined with the host 


country, made a formidable combina- 


tion. But the French were unflinching - 


in their resistance to all the economic- 


policy initiatives which came from this | 


group, supported here and there by 
other delegations. 

The result was that the triumvirate's 
proposals were blocked by the French, 


by the triumvirate. A much-heralded 
Japanese initiative on a new round of 


Trade was a prime example. The Ja- 
panese proposal was that the ground 
should be prepared i in 1985, leading to 


negotiations in 1986, It was supported 
enthusiastically by the US and cor- 


dially by Britain. France blocked it. 
France called the proposal “danger- 


ous and unrealistic." It was dangerous . 
because “we have not yet finished ap- ` 
i ite budget deficit to bring dow 
| terest rates. The Americans bak 
US and Japan.were not as genuinely | 1 
open to international trade as the 

European Economic Community. "The | 


plying the Tokyo round.” It was un- 
realistic, by implication, because the 


European Community is the most open 
of the economic entities, so it cannot be 
labelled protectionist,” French Fi- 
nance Minister Jacques Delors claimed. 

Among France's supporters on this 
occasion was European Commission 


der Commodities," ' the agreement said. 
» Confirm the strategy of debt. The 
case-by-case approach is confirmed 
but encouragement is agreed for the 
International Monetary Fund, for 
| close cooperation between the IMF 
| and the International Bank for 
Reconstruction and Development 
(IBRD), for strengthening the role of | 
the IBRD, for more multi-year re- 
scheduling and for more long-term 
finance (direct and portalo invest- 
ment). | 

» Invite finance ministers to carry 


national monetary system. The ques- 
tion of a further allocation of special 


and the French proposals were blocked | 


the General Agreement on Tariffs and | 
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| porated 





by the IMF interim commi tt 


ment on Tariffs and Trade program 


-| bers with a view to possible objec- 
“tives, arrangement and timing for a 


don the uncompleted one. “Our cre 
bility is at stake," the president : 
The objectives must be clear: it.m 
not be just on such items as ser 
which are clearly trade liberal 
tion for the developed countries, 
felt. à 
So no date has been set for a 

Gatt round. The final declaration 
the summit includes a resolution 
consult partners in the Gatt with 
view to decisions at an early da 
the possible objectives, arrangem 
and timing for a new negotia 
round." Under such bland, non-sp 
fic statements of intent as this wert 
the stalemates obscured. Where o 
leader wanted what another oppo: 
both contrary viewpoints were i 
into nebulous statem 
which committed no one to anyth 



























































he French, of course, had their 
ideas for helping the Third Wo 
mostly consisting of demands th 
Americans and others bail it ou 
French, joined on this occasio 
West Germany, insisted that the. 
ricans should bring down theiri 
rates to relieve the pain of Thi 
debt. "When Ameriéan intere 
go up one point, the annual bu 
the countries in debt rises by U 
sion, said Delors. E 
. The French wanted the ` J8 tt 






d there was a connection bet 
budget deficits and interest rate 
nial which even the British, in the 
son of Chancellor of the Excheq 
Nigel Lawson, described as “s 
minded”). But in any case, the A 
cans said that they, too, wanted i 
duce the budget deficit. Progres 
| ready made was a down-payment 








tember. 4 
» Carry on multilateral monito 
of convergence of economie perfo 
ance towards lower inflation an 
higher growth. d 
» Seek to improve the operation of 
the international financial system 
providing, inter alia, an adequate 
flow of funding to the international 
financial institutions. | 
» Urge all countries to resist con- 
tinuing protectionist pressures. | 
» Accelerate completion of curren 
trade-liberalisation programme: 
particularly the 1982 General Agree 
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me, and to consult other Gatt mem 


new negotiating round. ; 
— JAMES BARTHOLOMEW 




























ese, at times, hea ed disputes 
ie insipid conclusions that high : 
rest rates "could put recovery at 
risk" and prudent budgetary policies 
vill have to be sustained and where 
necessary strei gthened. a l 

| réneh proposals with. rele- 
ethe Third World included a 
: ity fund and international 
lonetary relorm, These were blocked. 
The French also wanted more money 
for the International Monetary Fund 
and for the World Bank's concessional 
ending arm, the International Deve- 
lopment Association (IDA). These were 
own out too. The low-profile Ja- 
nese delicately remarked that parli- 
ment had only recently approved an 
crease in funds for IDA. In the gentle 
ds of Finance Minister Noboru 
xeshita, "it would be very difficult 
attain understanding for any addi- 
onal contribution in case the US is 
. to participate." Thus did the 
low follow Reagan once again. 
triumvirate's attitude on Third 
i debt, unshaken by the bail-out 


























































e verheated, driving up aion 
nports and ‘thus undoing a lot of 
ete achievements made in recent 
to reduce the current-account 
and bring prices under control. 
t moves by the government to 
ten money supply and dampen 

stic demand were aimed at keep- 
he expansion of the economy 
1 manageable dimensions. Minis- 
er of Finance Kim Mahn Je has 
announced that M2 money-supply 


















nual rate of 11% by the end of June; it 
was 13% in the first quarter. 

.. Planners are ing that cutbacks 
| bank loans will be felt most keen- 
thin industries related to domes- 
consumption; which have grown 
dly in recent months. For example, 


Exports 
Imports 


growth will be brought down to an an- | 






equity ——— o only debt 





; that direct investment 
brought skills as well as money and 
that those countries which had ac- 
cepted foreign investment had done 
better economically than those which 
had not. The French found this offen- 
sively inadequate and said: “It is ex- 
tremely dangerous to spread the idea 
that developing countries could escape 
from their plight solely by giving pre- 
ponderance to financial flows at mar- 
ket rates." All that could be agreed on 
was "encouraging more extended 
multi-year rescheduling of commer- 
cial debts" where debtor countries had 
made successful efforts to improve 
their position. 

The Japanese desire for further as- 
surances from the Americans on oil- 
sharing i in the event of a crisis received 
a warm and sympathetic response 
from Reagan — but no concrete 
agreement. This. was a subject on 

























hatcher added, with ch: PTET | 



















ments. | S cotnmentary 
showed that Aen would not take 
kindly to going short in a crisis to help 
the Japanese. In the event, the Japan- 


ese did not seem to press the point and 





gener ally the: dialectic among the 
gaijin (foreigners) at the summit was 
too loud for the Japanese TORY miey 
of a part. 

And Japan's efforts to raise various 
issues on behalf of other Asian coun- 
tries were so low-profile as to be virtu- 
ally invisible. A reference to respecting 
non-alignment in the statement on 
democratic values was said to be due to 
Nakasone's intervention, but other- 
wise the Japanese simply "explained" 
the Asean position on Camooaia to 
other summit leaders. | 

Asia was not mentioned in any of the 
communiques. If this is the best the Ja- 
panese can do, perhaps Asean, India 
and Pakistan, which all made ap- 
proaches to Japan, had better try to get 
France on their side next time. France 
did manage to get in a section on 
Afri ica. ol 
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This burst of consumer activity help- 
ed to push industrial production up 
18.2% during the first quarter, but also 
helped to bring imports up much more 
rapidly than had been expected. Im- 

| ports during the first four months grew 
by 29% compared to the same period in 
1983; in April alone, imports grew by 
US$2.6 billion, up 45.7% from a year 
ago. Steel produc ts, scrap iron, 
aluminium and electronic components 
were among the main growth areas. 

The government is also mildly con- 
cerned about price rises, which have 
been higher thàn expected. During the 
first four months, wholesale and retail 
prices were up 1% and 2.1% respec- 
tively. These rates are close to the 
perhaps overly conservative goal of 2- 
3% for the whole year. (The planners’ 
strict attention to price stability must 
be seen in terms of the country's runa- 
way inflation years in the.1970s — no 

one wants such: onditions to. return. ) 

. On the whole, the economy is per- 
forming extrem ly well; gross. national 

i product expanded by an impressive 
9. SN in a the first quar ter, ; With the min- 
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ing and manufacturing sector growing 
14% on an annual basis compared to 
9.5% a year ago. Although few obser- 

vers suggest that growth rates this year 
will cap 1983's impressive 9.3%, most 
agree that GNP growth will easily 
reach 8%, if not more. 

However, owing to the unexpected 
rise in imports, the current-account 
deficit rose to US$670 million in the 
first quarter, making it unlikely that 
the full-year figure will be below US$1 
billion (as the government had pro- 
jected). | 

Exports continue to rise steeply, 
reaching US$8.65 billion in the first 
four months, an increase of 29% over 
the compar able.1983 period. As was 
the case in 1983, heavy industries and 
electronics recorded the most substan- 
tial gains, though textiles and foot- 
wear also were strong. 

The major worries on the export 
front are the drop in shipbuilding or- 
ders this year and the continued slump 
in the overseas-construction business. 
Orders to contractors hit a four-year 
low in the first quarter, amounting to 
only around US$1 billion; ship orders 
have been a trickle compared to last 
year's mini-boom. While shipbuilders 
have sufficient back-orders to keep 
them busy until 1986, 
the. effects of slowing 
cash F OWS on construc- 

; z likely 
felt over 








coming months. 
— PAUL ENSOR 
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NMB BANK' key figures as at 31 December 1983. 
(in milhons of Dutch guilders - 1 USS= Dl. 3. 06). 
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Balance sheet total 

Total deposits Dfl. 60,838 
Lending Df 40, 68 1 
Total shareholders’ equity 

and subordinated loans DA. 2,372 











"Some Some highlights from- our 1983 Ld jal Report 
(56th financial year’ 






el he balance sheet total increased in 1983 by 6% to 
more than Dfl. 63 billion. 


. eLending increased by 7% to more than Dfl. 40 billion 

from Dfl. 38 billion at the end of 1982. This increase is 
largely attributable to the growth of our foreign loan 
portfolio. 


| e International business today accounts for 36% of the 
balance sheet total; our foreign loan portfolio increased 
by more than 20% as compared to the end of 1982. 


@ NMB BANK has 469 branches in the Netherlands, as 


well as branches, subsidiaries and representative 


offices in London, Paris, Zurich, Geneva, New York, 
Chicago, Los Angeles, Mexico City, Curacao, Caracas, 


São Paulo, Montevideo, Hong Kong, Singapore, Tokyo 
and Bahrain. 


e Thanks to recent acquisitions in Hong Kong, 
singapore and Tokyo, our position in the Far East will 
be further reinforced in the course of 1984. 


e Revenue from stock exchange business grew to an 
all-time high, thanks to sub stantially increased activity 
in the field of se curities trading, options and new issues. 


E Eurocurrency deposits accounted for 20% of the 
balance sheet total. 

































_ For a copy of our 1983 Navid Report, please contact 
either your nearest NMB BANK office, or NMB BA 
Amsterdam, P.O. Box 1800, telex 11402. 


NMB (Hong Kong) Finance Ltd. 2501, Count Cen re 
1, Connaught Place, G.P.O. Box 2837, Hong Kong. 
Telephone: (5) 266031, telex: 83104 iaahk hx. 


NMB BANK (Singapore) Ltd. UIC Building, 20th Floor 
5 Shenton Way, Singapore 0106. 
Telephone: 2204644, telex: 21178 iaasi. 


NMB BANK Tokyo Representative Office 
The Imperial Tower, 1-1 Uchisaiwai-cho Chiyoda-ku, A 
Tokyo 100, Telephone:( (03) 5013771, telex: nmbtok j 22162. 


NMB BANK Amsterdam 

For Eurocurrency deposits and foreign exchange: 
telephone: 3120-5433184, telex: 14216 nmba nl. 
For foreign banknotes, gold and coin: 

telephone: 3120-5432530, telex: 14034 nmb&o nl. 
For securities transactions and new issues: 
telephone: 3120-5432985, telex: 12009 nmbs nl. 











he 
accord on the future role of the yen 
riddled with ironies, but none great- 
han the fact that Japan has been 
oerced into bringing its financial sys- 
m more into line with those of the US 
d Europe just at a time when these 
O are seeking to emulate Japan in 
arious other respects, not least indus- 
jal policy, management techniques 
1d so on. 

Does it make sense for the Western 





1 Japan when it comes to promot- 
and managing their industries, yet 
ich Japan a lesson when it comes to 
ising finances? This looks like a 
ure of misguided humility on the 
hand and unjustified arrogance on 
other. It also amounts to a serious 
ire of logic. Perhaps in fairness to 
ope, the US should be singled out 
e true villain of the piece, because 
unilaterally launched an attack 
the Japanese financial system, 
, with at least tacit support from 
opeans. 

ere we see US financial im- 
alism perhaps at its worst. Admin- 
ation spokesmen admit they saw "a 
nce where we had unique leverage" 

pen up the Japanese financial sys- 




















US Commodore Matthew. Perry 
in 1854 to prise open Japanese 










ational monetary initiative in 





i have taken years, White House 
's admit — and would have in- 
'ed the US coming outintothe open 
er its true objectives. 










-by shrewd and tough bilat- 
iplomacy what a multilateral ini- 
e would have taken much longer 
hieve. Others will view it as yet 
r example of the buccaneering 
which has characterised the 
















sald Reagan' s administration, .the 
amaging consequences of which will 











ne powerful group preaching reform 










'ithout. Betting. into i a debate over 
ch is “right” — the Japanese finan- 
il system. where money has (at. leas! 
he post-World War II period) been 
'eated as a commodity, the supply and 
rice of which should be tightly con- 
rolled in the interests of production 
and controlling inflation; or the US 
system, where the 














recent . United Biates- dopant 


ons to claim that they should learn - 


They exploited it with all the zeal - 


.to US trade. To have gone for. 


will see this as an example of | 


policies of US Se F 


ot become apparent for some time. It | 
also, to mix metaphors, a case of 
0 others before putting its own house | thisisthe prospect Japan now faces. 
i order — and putting, the cart before 3 

















interests of de- 
Posies to get the maximum return € on 


their savings is. levhted alm 
constitutional right — it can at least be 


argued that the timing of the effort to 


bring the two more into line is wrong. 
No doubt, in a world where reason pre- 
vailed over prejudice and right over 
might, all would agree that something 
between the dirigisme of Japan and the 
current marketplace obsession of the 
US was the desirable norm. 

But what the USis now forcing upon 
Japan is every bit as illogical and 
damaging as the. “harmonisation” 
principle so beloved of European Eco- 
nomic Community bureaucrats and 
which they unthinkingly tried to force 
upon the community's finances in the 
early 1970s. At that time, Brussels de- 
cided that the best way to lock the EEC 
countries into economic cooperation 
was to harmonise their currencies — to 
culminate in the creation of a pan- 


European monetary unit, the Ecu. 


A few voices of reason argued that to 
go for monetary union before economic 
union was not merely putting the cart 


before the horse; it was risking the de- 


struction. of both. Coordination of fis- 
cal and monetary policies — not least 


€ Washington under Reagan 
does give a (expletive deleted) 
about the yen, because it is the 

one currency which can take 


| some of the heat off the dollar. ? 


to achieve the same objectives - 





budget policy — was es- 
sential. before. locking together ex- 
change rates, if destructive internal st- 


in the are: 











re to be avoided. The Euro- 
i opted . for a limited form of 
1 / anion via the currency 
wing that they were in- 


rains ` 
peans 








"snake, 


capable of heeding fully the voices of 
reason. But the US seems totally deaf 
‘by comparison. 


Phe irdégfiational economic system is 


nów in almost total disarray and it. 


will not. help. one jot to force Japan 
willy nilly to become part of that sys- 
tem viaits financial markets. Certainly 


esed aside for the moment the vir- 


v "on the back ot an as- 
: supply of one major input — cap- 
ital — at à predictable price. It is hard 








ost to a 


— ——— —— — — ———— — ——— —— — — — — — — — — —— — — — — — — — 


to argue that the profligate money- . 


supply policies of Western countries in. 
diteetly to. and 1970s did | 







ntribute TE 


— — — — — — — — — —— — ——— — — — — — — — 


than. those in the 
























' allowed its — deficit to grow in 


post-war decades helped fuel the size 
of the Eurodollar pool to the extent 
where this offshore market became the 
tail which wagged the dog. 

The causes of the vicious inflation in 
Europe and the US during the 1970s 
were a combination of cost-push and 
demand-pull -— notably the former, so 
far as the cost of labour and raw mat- 
erials such as oil were concerned. This 
inflation could not have been accom- 
modated without liberal money-sup- 
ply policies. But the monetarists who 
came in at the end of the 1970s with 
their radical solutions have risked 
doing as much damage to the system as 
the pernicious inflation which they’ set 
out to cure. 

The reason is that, like all refor ming 
zealots, they were not prepared to con- 
sider the consequences — undesirable 
as well as desirable — of their actions. 
The whole point about an open inter- 
national system of capital movements, 
such as all now subscribe to (except the 
socialist bloc) is that economic 
policies adopted in one country 
quickly, and often damagingly, trans- 
mit themselves to other countries, 
especially when the transmitter is a 
major economic locomotive, such as 
the US. | 

Swinging from laxness to austerity, 
US monetary policy (shadowed by that 
in Britain) drove up US interest rates 
to historie highs, where they still re- 
main in pursuit of current orthodoxy. 
That induced huge capital inflows in 
pursuit of high financial returns and 
drove up the dollar, too, to historic 
highs. 

The high dollar naturally damaged 
US exports, leading to potentially dis- 
astrous trade and current-account de- 
ficits, the worst bilateral element of 
which is in US-Japan trade. There fol- 
lowed a clamour for protection against 
Japanese imports and business de- 
mands that something be done about 
the "undervalued" yen — an inverted 
image, in fact, of the overvalued 
dollar. : 

It was at this — that crude oppor- 
tunism entered Washington's think- 
ing. Instead of simply confessing that 
the US was hoist by its own petard and 
that it could not pursue domestic 
monetarist policies without disrupting 
the international interest- and €x- 
change-rate strücture (which at least 
would have been honest), Washington 
pretended to go along with the theory 
that Tokyo was slyly manipulating the 





. value of the yen to help its exports. 


None was more surprised by the 
naivety and dishonesty of this view 
upper echelons of 








the Japanese financial bureaucracy. 

With US business lobbies howling 
support (not to mention aggressive US 
bankers who saw a chance to establish 
a firmer foothold in the Japanese mar- 
ket), Treasury Secretary Donald Regan 
and his aides began pressuring Tokvo 
to internationalise the yen by making 
it more freely available in the 
Euromarkets and in other external 
transactions. The specious logic em- 
ployed to justify this was that as for- 
eigners gained increasing access to yen 
instruments, the exchange value of Ja- 
panese currency would rise in line with 
demand. Japanese exports would 
thereby become less competitive in the 
US and the protectionist clamour 
would subside 

It was obvious from the start that the 
timing of this supposedly felicitous 
conjunction of events was all out of 
phase that it would take much 
longer than the protectionists were 
prepared to wait for the yen to rise 
through internationalisation. In fact, 
the issue of Euroven bonds bv foreign- 
ers in the Japanese market, which will 
be permitted from 1 December, will 
tend to weaken Japan's capital ac- 
count as the proceeds are converted 
into foreign currency. In other words, 
the ven could further weaken, rather 
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than strengthen, in the initial stages of 
liberalisation. 

So why did it suit Washington's ends 
to go along with this charade (which it 
has dropped now that its ends have 
been achieved), that ven inter- 
nationalisation was merely a complex 
exercise in exchange-rate adjustment? 
The answer is almost certainly to be 
found in the often-crude politics of US 
international monetary policy, sym- 
bolised best perhaps by former presi- 
dent Richard Nixon's immortal words: 
“I don't give a [expletive deleted] 
about the lira.” Well, Washington 
under Reagan does give a (expletive 
deleted) about the yen, because it is the 
one currency which can take some of 
the heat off the dollar and thus protect 
the administration against the follies 
of its own economic policies, or so the 
White House seems to think 


o one can deny that the US is in a 

terrible economic bind just now. Not 
only have the policies of the Reagan- 
Fed nexus given the country its biggest 
budget and current-account deficits in 
history, they also have pushed the de- 
veloping countries to the point of debt 
renunciation via the punishingly high 
interest rates transmitted through the 
Eurodollar markets 


Hei — ME 


Anthony Rov 


It is a formidable burden for the US 
to have to carry, the US dollar being 
the Euromarket and international-re- 
serve currency — a far bigger burden 
than Britain had to carry when sterling 
was the principal reserve currency, 
The Europool hardly existed in those 
days, so while Britain had an obliga- 
tion to maintain the value of interna- 
tional sterling reserves, at least its 
freedom to implement domestic 
monetary policy without damaging the 
international system was not so cir- 
cumscribed. 

The past decade has not been with- 
out attempts to solve this problem. All 
sorts of ideas for increasing interna- 
tional liquidity while actually reduc- 
ing the lead role of the dollar have been 
put forward, ranging from increases in 
International Monetary Fund special 
drawing rights to the creation of a spe- 
cial substitution account. But the US 
has baulked at such ideas, seeing in 
them a potential loss of its own power 
to influence international monetary 
affairs 

Now, with the shock of high in- 
terest rates making itself so globally 
manifest, the US needs a new initia- 
tive, but it has not been Reagan's style 
to go to the international negotiating 


table on such issues. Whether it be in- 
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it table in London and sought to 


as the J apanese on ways of getting 
r currencies or liquidity instru- 
to share the burden. But to have 
hat would have meant having to 
y his own lopsided economic 
icies to other Western nations and 
an, at least some of whom would 
€ been hostile. 

tis doubtful, too, whether the sum- 
host, British Prime Minister Mar- 
t Thatcher, one of Reagan's 










lames Clad in Kuala Lumpur 
nfidential World Bank report 
btained by the REVIEW contains 
criticism of Malaysia’s past 
ies investments while urging an 
o public-sector mismanagement 
esource. The survey, Malaysia: 
v of Fisheries Policies and Pro- 
mes, analyses fisheries employ- 
poverty, catch trends, 
surveys, resource allocation, 

ag, subsidies, finance and re- 
n some instances s since 1954. 































remain important to uis 
olicymakers: raising fishermen S 


has been a government priority 
independence in 1957, while com- 
cially, the sector's importance has 
wh, doubling output in the years 
60-70, and again in 1971-80. In 1983 
sh and fish-products exports brought 
M$202 million (US$87.83 million). 


ge, Malaysia's resources now figure 
ong the 10 or 15 largest in the world. 
t they also remain “among the 
; heavily subsidised in the world,” 
d the bank report. An embarras- 
gly high proportion of "acknow- 
ged failures" characterises public 
estment in the sector, it said, re- 
ending abandonment of any new 
pts to persevere with past 
ategies. | | 









e dollar S; (international o tó resi ) 


agreement from the Europeans as 


fish- 


ured by the total fish-catch ton- 

















! ih gold), 





: must take | 
not pushing the US towards a new in- 
ternational monetary. initiative too. 
But that does not excuse the way in 


| which the present US administration 


has picked on Japan — everyone's 
enemy — of its remarkable ex- 
port successes. - 
tionist lobby as a shield to hide its de- 
sire to get the yen into a bigger reserve 
and Eurocurrency role. 

The Japanese, of course, cannot ex- 
pect to escape criticism for the way in 
which ned have I the yen 


The bank's most important conclu- 
sion is that resource exploitation (ac- 
celerated in the 1970s by large numbers 
of subsidised new boat purchases) has 
reached its limit. Using a catch-per- 
unit-of-effort measurement, the bank 
says research shows "a continuously 
declining catch.” After an “incredibly 
rapid adoption and spread of trawl- 
ing" and “remarkable increases in 
West Coast catch" during the 1970s, 
trawler lándings show a marked drop. 

"Disturbingly lar ge declines" in 
high-value trawl species (prawns and 
demersal, or seabed- -dwelling, | 
particular have occurred, — 
“Tpeninsular] East Coast demersal 
fishery has never performed up to. . . 
expectation,” the document asserts. 
While accepting that fish-density sur- 
veys rely on differing. estimation 











criteria, the bank said all the studies 


show a consistent downward trend, in- 
dicating the considerable impact of 
trawling on marine-fishery resources. 
The bank believes therefore that 
“the time has probably arrived . . . to 


| subordinate the goal of. further in- | 


creases in production," all the more so 
in view of Malaysia'srecord nre 
ing and conserving its: fisheries. 
cessive politica] interference” 
obstructed sporadic efforts by the Ag- 
riculture Ministry's fisheries division 
to save endangered fisheries, the bank 
said. — a task that has been further 
confused by the government becoming 
"unduly distraeted from its conserva- 
tion responsibility by other mandates" 
— such as managing trawler schemes 
or supplying fishing equipment. 
Conflicts, between. fisheries 
“bureaucré cies” -~ the fishe ies 




















some lame for ^h r ightening proportions). But it is the 


- and used the protec- 


fish) in | 
while 


— 


grow. io^ such 


haphazard and ad-hoc way.in which 
the ven is being dragged into the inter- 
national arena which arouses sym- 
pathv for the hapless Japanese rather 
than the imperialistic Americans. 


efore Japan "joins the world, " the 

world needs to set its economic af- 
fairs to rights. That means a number of 
things: it means first and foremost 
much greater international coordina- 
tion of economic policies, so that dis- 
ruptive swings in money supply and 


sion and the Lembaga Kemajuan Ikan 
Malaysia (the Malaysian Fisheries 
Development Authority) — have also 
hurt resource management, the docu- 
ment suggested. Characteristically, 
the bank report urged more balance 
between regulatory costs and fishing- 
licence fees to finance resource man- 
agement: “Almost no use is now made 
of the licensing and fine system to 
exact resource rents from fishing units 
in proportion to the value of the re- 
source they extract,” 


government collected in licence fees 
only an infinitesimal 0.0008 of a per- 
centage point of wholesale peninsular- 


landed fish value of that year — good 


news for marginal fishermen but a 
windfall to larger units. 






















it said. On the. 
basis of thè bank's figures, in 1980 the - 


"E 


The bank report also took issue with 
many pet theories found in academic 


circles here and abroad. Are small 
fishermen really exploited? The bank 
thinks not. During the 1970s, the au- 
thorities spent “vast amounts" (often 
with poor accounting of disburse- 
ments) to eliminate “middlemen.” 
Heavily subsidised new. boats, sub- 
sidised equipment (almost M$70 mil- 
lion for this item alone in 1977-81), new 
landing facilities or directly managed 


government operations. became the 


norm. 

But “most of these — units 
never recovered their costs" the bank 
said, arguing that. "monopsonistic" 


exploitation of fishermen has been 


overplayed. “The absence of barriers 


to enter the activity . . . persistent 
. losses experienced by government and 
cooperatives” and the “long-term 


| demonstrated preference of. fishermen 


. for traditional private fish market- 
ing" ' taken together "certainly do not 
support the exploitation hypothesis." 


as public-sector investment in cen- 


WW Wtralised fish-landing facilities made . 
| marketing more efficient? The bank is 


fiercely critical of this investment: 
"When one considers the gross ineffi- 
ciency involved in using fishing boats 


to — catches to other than their 






ers to follow suit in order to 
defend their exchange rates) are avoid- 
ed. Equally, it means coordination 
of fiscal policies so that budget deficits 
do not crowd out credit markets and 
cause similarly damaging fluctuations 
in interest rates and capital flows. It 
also means common agreement on 
what levels of inflation can be toler- 
ated instead of unilateral swings from 
licence to prohibition in this respect. 
Otherwise the ills of other countries 
will simply be visited upon Japan. 

As David Robins and Brendan 
Brown of London stockbrokers Phil- 
lips & Drew point out in a recent and 
most lucid commentary on the likely 
impact of the Rome accord: “Measures 
now being taken should increase com- 





home ports," it is not surprising that 
"fishermen . . . have typically been 
'surprisingly' loath to use facilities 
constructed for them.” 

Most crucial of all questions: has 
public enterprise helped accelerate 
fisheries development? The report took 
a Jaundiced view of its track record 
thus far. "A lack of practical training 
and labour and financial discipline" 
characterises project designs that 
"persistently failed to take into ac- 
count difficulties and failures experi- 
enced in previous efforts." Reliance on 
government management has been 


"excessive," with the main problems 
being a "lack of replicable 
technologies" and a confused “mix- 


ing" of policy goals that have led to 
projects where "a very large propor- 
tion of the expenditure and efforts of 
dedicated staff were wasted. " 

Even the careful nurturing of so- 
called persatuan nelayan — govern- 
ment-aided fishermen's cooperatives 
— takes a bashing: "It is not clear that 
there was ever a powerful and viable 
function for these organisations other 
than as vehicles for government pro- 
grammes and political contact. " 

The bank dismissed "the record of 
nearly three decades of activity in 
cooperative-based fishery schemes" as 
"preponderantly one of failure" and, 
more damning still, said that "at least 
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inst ution 
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interest-rate movements by encourag- 
ing non-regulated markets and reduce 
Japan's insulation from the prevailing 
interest-rate levels worldwide by eas- 
ing access to Euromarkets. " 

No doubt Japan would be happier 
about seeing its insulation from pre- 
vailing international interests rates re- 
moved if it thought there was one whit 
of consideration for the international 
interest behind US setting of these 
rates. As it is, the sight of Europeans 
(not to mention the helpless developing 
countries) making ineffective pleas for 
the US to lower itsrates is hardly likely 
to give Tokyo confidence. Tokyo 
liberalised its foreign-exchange mar- 
kets in response to Western pressure 








for the past two decades, new coopera- 
tive-based fishery schemes were 
mounted by government agencies with 
the full knowledge that failure was a 
strong possibility" — even "in the face 
of opposition or indifference on the 
part of the fishermen." The most recent 
marketing failure, said the bank, is a 
nationwide fishermen's cooperative 
fish-marketing project, begun in 1979, 
which has incurred heavy losses. 

Tough language indeed, but the re- 
port also applied the same withering 
critique to government-assisted mar- 
keting schemes (that date back to east- 
ern-peninsular auctioning projects in 
the 1950s), and to government-man- 
aged commercial-trawler enterprises 
where "in every location where . . . 
schemes have failed, at least some pri- 
vate fishing units have operated suc- 
cessfully in the past and continue to do 
SO. 

In view of this litany of complaints, 
the bank not surprisingly welcomed 
signs that the government, under 
Mahathir's guidance, has cracked 
down hard on bureaucratic squabbl- 
ing, is eliminating “government in- 
volvement in directly managed fleet 
operation and marketing" and is 
throwing out much of the subsidy 
policy. 

But looking beyond simply correct- 
ing what the bank sees as poorly 


3 mom ease the freede m for | "the oes heart edm 







now it faces the same prospect in i21 
ternal interest-rate structure. 
It would be the greatest irony of all it 
the current strains in the interna- 
tional financial system and the possi- 
bility of debt repudiation were to lead ' 
to its breakdown just at the time when ` 
Japan has been coerced into joining it. 
It is by no means impossible to envis- ` ] 
age the  withering-away of the 
Euromarkets in the face of debt re- 
pudiation and a general retreat behind 
exchange-control barriers again in — 
order to defend beleaguered curren- 
cies. Only a major new international __ 
initiative of the kind the US has shun- 
ned so far is likely to ensure this will 
not happen. o 
thought-out policies, what else specifi- 
cally does the report recommend? Es- 
sentially it wants fewer fishermen — 
and the government appears to agree. — 
Official public statements on the di- 
rection of fisheries now openly posit a 
severe reduction in the number of  - 
fishermen — perhaps by half — and re- 
newed efforts to settle some ofthem on. . 
government land-clearance schemes _ 
are being made. Consistent with the 
government's fondness for privatisa- J 
tion, commercialised fisheries, includ- V n 
ing grouping traditional fishermen 
into companies, will be encouraged as 
the most effective way to reduce still — 
further fishing-community hardship. _ i 
The government's success in al-  - 
leviating fishermen's poverty is 
acknowledged in the World Bank sur- 
vey, though the bank also said that, — 
now, the “incomes of those remaining — 
in fishing can be expanded only by re- 
ducing the overall fishing effort." Even _ 
on the production side, while the bank __ 
grudgingly allowed that 30 years of — 
capital-intensive investment strategy — — 
“may have raised output somewhat," it — 
also concluded that this approach - 
probably “increased labour under- 
employment and exacerbated the pov- — 
erty situation" as well. " 


uA 
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ther forthright recommendations 

from the bank include: sharply in- — -— 
creased licence fees (“high enough to — 
restrain fishing effort"); complete 
elimination of “direct [fishing] fleet — - 
operation by government agencies" ^ 
(except, perhaps, for use in testing new —_ x 
grounds in the South China Sea basin), 
and parcelling out currently aban- 
doned farmland to displaced fisher- 
men. Not least, the bank urged remov- ] 
ing "excessive" government regulation 
from all areas — except from fisheries- ^. 
resource management ("the quintes- 


sential government role in the fisheries if 
sector”), an area which, the bank said, 
“paradoxically . . . has received rela- 4 


tively little emphasis” in Malaysia. A 

big boost to fisheries-resource survey- 

ing is strongly advocated as well. 
Events since the report's submission 















casperation with public-sector enter- 


ysians away from a “subsidy mental- 
’. The abrupt New Year's Day re- 
oval of the diesel subsidy — origi- 
intended primarily for small 
rmen — shows that this determi- 
ation is real (REVIEW, 12 Jan.). 
To do Malaysia justice, much of the 
)ank's report came as no surprise. The 
id-term review of the current five- 
r development plan, released in 
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Susumu Awanohara in Jakarta 
he Indonesian Government is inter- 
ting the increased pledge by the 
group, the Inter-Governmental 
oup on Indonesia (IGGI), for the 

ent 1984-85 fiscal year as the 
vote of confidence in the coun- 





e is healthy public concern 
iushrooming external debt. 

ion has also been focused on 
delays in project implementa- 
caused mainly by the Indonesians 
Ives and some economists are 
ing that donor governments 
ld try to reduce the capital inten- 
of their aid to Indonesia, with a 
"to absorbing labour rather than 
moting their hardware exports. 

e aid commitments made during 

annual [GGI session in the Nether- 
in early June-—- to the tune of 
$2.45 billion ~ represent an in- 
se of some 11% over the amount 
ged at the 1983 meeting. The total 
int of aid, consisting of conces- 
l loans and grants, is expected to 
ease further as donors, who were 
undecided at the session in The 
ague, make up their minds. 
.Some US$695 million is in bi- 
iteral aid and about US$1.76 billion 
‘om multilateral agencies. Of the 
ateral donors, the biggest three were 
apan (US$321 million), the United 
es (US$116 million) and the 
le herlands (US$52 million), followed 
Australia, West Germany and 
rance. The institutional donors were 
ed by the World Bank (US$1.2 bil- 
on), the Asian Development Bank 
J8$500. million) and the United 
lations Development Programme 
US$38 million). o | 


















































peaker at the IGGI meeting paid lip- 
Service to Jakarta's 


ients (REVIEW, 34 May) reveal an | (and the ional Agricultural Po 
| | released earlier this year), suggest that 
' and a determination to wean Ma- | the country’s 115,000 fishermen (who 


alified approval 


3l's increased pledge represents a thumbs-up for Indonesia, 
tthere i is concern over mounting debt and domestic policies 


tinuing world ! 


dent economie management. 


| regulatory requirements. (There was 


 Jakarta's high credit rating in the 


As was the case in 1983, speaker after - 
g Siderablei conct m nover the growingn na- 
"decisive and | t : nd. — 





— support industries included — form 

4.396 of the total labour force), face 
major changes ahead. 

The question is, how much of the 
bank's severe critique of public-sector 
intervention in this sector has been ac- 
cepted by policymakers? And, if much 
of it has, can the Mahathir government 
get political acceptance for whatit has 
already accepted economically? E 








timely measures" ' adopte du 
previous 18 months in the fa ace ef: con- 






oil prices. The praise may be deserved, 
but some donor-government officials 
1 the view privately that the 
effectiveness of the most recent mea- 
sures has yet to be proved. 
Before the 1983 IGGI 






session, 


Jakarta had introduced an austerity 


budget for 1983-84 incorporating cuts 
in domestic-oil and food-price sub- 
sidies, devalued the rupiah by 27% and 
rescheduled major public- -sector pro- 
jects. There is no question that these 
measures, all having more or less im- 
mediate balance-of-payments effects, 
helped Indonesia obtain the IGGI com- 
mitments it did last year. 

After the 1983 IGGI session, the gov- 
ernment carried out a reform of the fi- 
nancial sector aimed at mobilising 
domestic resources, and a major tax re- 
form designed to broaden the tax base 
while implementing, on a department- 
by-department basis, simplification of 


also another austere budget, for 1984- 
85.) While the aims of these new mea- 
sures are laudable, it is too soon to tell 
whether they will be successful: scep- 
ticism is strongest regarding deregula- 
tion. 


he technocrats who are responsible 
for raising funds overseas have tried 
td convince the public that a large aid 
commitment by IGGI as well as 


world commercial financial markets 
are matters for national pride. Com- 
pared to the past, the Indonesian pub- 
lic is now more inclined to accept such 
a view. Nevertheless, there is still con- 





-recession and reduced 










































ö—rer — — — — — — — — — — — — — —— — — — 


i before Puis tod 





ine gradually, 
according to the recent World Bank re- 
port on Indonesia which served as 
basic evaluation material for the IGGI 
meeting. (The ratio against gross ex- 


port revenues will be much lower, hov- 


ering around 16%.) Newspaper edito- 
rials, citing these figures, have rightly 
warned against complacency. 
President Suharto has appealed for 
“maximum utilisation” of IGGI funds, 
reflecting growing concern that fac- 
tors within Indonesia are causing 
undue delays in project implementa- 
tion. These delays often increase effec- 
tive. project costs and postpone the. 
“benefit stream” of output, incomes 
and employment, which is particularly 
senseless in these difficult times when 


the government is trying its best to sus- 


tain overall investment levels. 
The World Bank report pointed to 
project delays as a major problem for 


Indonesia and identified various broad 


obstacles to prompt implementation: 
the government's policy of pushing 


domestic consultants and construction 


companies, its procurement policy, 
complicated budgetary and financial 
procedures, difficulties surrounding 
land acquisition and -finally, institu- 


tional and management deficiencies. 


contractors, the bank. aed that 
“the choice of unqualified local firms 
may only lead to the need to re-do work 
and hence needless delays . . ." The 
bank estimated that on average, the 
procurement process (from prequalifi- 
cation to contract signature) takes 18- 
20 months for larger civil-works con- 
tracts procured by international com- 
petitive bidding and as much as 24-32 
months for the larger equipment con- 
tracts procured by similar bidding. 
Obviously the State Secretariat, which 
has been responsible, with good inten- 
tions, for some of these delays (REVIEW, 
19 Apr.) will come under greater pres- 
sure to seek a more realistic balance 
between increasing domestic capabili- 
ties and ensuring prompt and satisfac- 
tory work. 

In the longer term, Indonesia should 
appeal to donors, particularly the 
bilateral ones, to go along with its 
desire to emphasise labour-absorbing 
projects with lower import content, 
some economists say. The record of the 
US in this regard has been exemplary, 
while other major donors have too 
often made their own export promo- 
tion the objective of aid. The multilat- 
eral donors tend to do better than the 
bilateral ones on the whole. The feeling 
is that since Jakarta, as the recipient 
government, has considerable say in 
what sort of aid is granted, it should press 
for projects which create employment, 
economise on foreign exchange and in- 
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. US$87 billion is quite noticeable. 


— di e - 


In London, the biggest international 
banking centre, National Westminsters 
tower reflects the bank's position as one - 
of the biggest and most profitable banks | 
in the world. 


Its assets top eighty seven billion us” 
dollars. Its money lent currently tops — ; 
five billion; and the annual turn- 

1 over of its international mon 
centre in London alone is over ; 
1.6 thousand billion US dollars. 


The only way a bank can | 
develop an operation on this - 


_ Scale is by providing its custom- 
Wars eaim. vealth 
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Traditionally, the spotlight 
on airline advertising has focused 
on the glamour of First Class. 


While recently, the centre 
of attention has been on the im- 
provements to Business Class. 


But what abou itt he section 
of the aircraft that carries almost 
ninety percent o of paying 
passengers? Economy Class. 








Judging by the amount of 
advertisements you see extolling 
the virtues of Economy, it seems 
that most airlines would rather 
forget about it than talk about it. 

. Not Thai. 
| Wetep proud of Economy 


Class: 






Ss on our fleet. And can’t wait 
to boast about it. 


And why not? 








your choice. And, since one of : 
the most important aspects of fly- 
ing iseating, we don't disappoint — 
you there either. 


While you are pondering 
over our selection of French 
wines, your charming hostess will 
be serving the beautiful menu 
you have chosen. 


After which there is VSO.R — 
cognac with your coffee to look - 
f orward to. 


Naturally, the headsets are 
complimentary. n 


And, last but not least, 
there is a fresh orchid for 
every passenger 





Thai to over -40 EPEA 
The Economy section on across four continents. 
our wide-bodied 747Bs has less Of c course, if you wish, you 
seats than on those other- 2 ; can fly First Class or 
airlines, so theres more room. Royal Executive Class. 
Passengers also enjoy the | But thats another - 
advantages of our famous Royal 
Orchid Service. | 
No sooner are you settled. 
in your seat than you're sipping 
free champagne or a cocktail of 















Integrated Action: 
Superb coordination among mem- 
ber companies enhances the 
Groups capabilities.. 
Lucky-Goldstar companies - 

combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 





- Healthy Growth: 
Lucky-Goldstar has grown steadi- 
lv during the 37 vears since its 
establishment-—even in times of 
worldwide recession. 

Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 
Corp. E 43% in 1983—more than 
any other Korean general trading 
company. 
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Financial Soundness: 

No Korean busmess conglomerate 
an claim greater reliability in its 

financial dealings than Lucky-Gold- 

star 

3 And we can back up this claim 
; with hard facts, including its acknowl- 


' Lacky-Goldstar has time after time 
proved its trustworthiness. 


* 
a 











| edgment by world-renowned banks. 


: LUCK Y-GOLDST. 


A dozen of Korea top joint ventures 
are Lucky-Goldstar companies. 

You're already familiar with 
many of the names that have joined 
with Lucky-Goldstar to achieve some 
of Korea’s biggest successes—names 
like Caltex, Western Electric, 
Siemens, and Hitachi—there are 
many more. 

Lucky-Goldstar is also partic- 
ipating in some pretty impressive 
enterprises overseas, too, such as the 
Saudi Basic Industries Corp. 


An Eye to the Future: 
In some fields, Lucky-Goldstar is 

utting as much as 6-795 of sales 
hack into research and develop- 
ment. 

The groupwide average for in- 
vestment in research is 3% of sales 4 
and going up all the time. (That's. 
pretty good when you realize that | 

p sales for 1983 reached US$7.5 = 

illion.) In such important new 
fields as computers and genetic 
engineering, the figure tops 6%. 





| There are a lot of people in a lot of countries who | 
j already know that if youre looking for a reliable business | 
l relationship in Korea, Lucky-Goldstar is the place to look. i 
| To find out more, contact Lucky-Goldstar Interna- l 
| , Seoul 100, 
| ex LGINTL 


tional Corp, 537 Namdaemun-ro 5-ga, Jung; 
Korea. CPO Box 1899. Phone 777-8097. 
K27366. Cable FOURCLOVER SEOUL 


uses 





We've got it together. 
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This morning, Peter Lee opened a checking account 
in San Francisco and arranged an overdraft in 
Singapore with his deposit in Hong Kong- all 
through his Citibank ABC Officer. 








Like Peter Lee, you can deposit in any major mortgage financing or transfer of funds to any 
currency — U.S. Dollars, Yen, Deutsche Mark, part of the world, you'll enjoy the benefits of 
Sterling Pound — with Citibank's Asian Banking banking with Citibank — the world's leading 


Centers (ABC) in Singapore, Hong Kong financial institution with over 2500 branches 
and San Francisco. and offices in 96 countries and assets exceeding 
Whatever your choice, you'll get very competi- 130 billion US Dollars. 


tive rates, varying maturity periods and automa- | ! 
| Please send me more information on: 


tic renewal features so that your money keeps 


working for you all the time. What’s more, | Ll Asian Banking Center Singapore 
there are no withholding taxesorforeign ex- CJ Asian Banking Center Hong Kong 
change controls. | C] Asian Banking Center San Francisco 
A Personal Financial Officer will be assigned | —— 

to you. He'll put our network’s extensive range | 


strictest confidence. He willalso make credit 
facilities available to you wherever you are. 


Whether it's deposits, foreign exchange 
services, investments in precious metals, 


meet your specific needs — all handled in the | 
| COUNTY siaa dE 
Mail to: Asian Banking Center, Citibank, N.A. 


i One Shenton Way, Singapore 0106. fe 4/4 — 84 | 


| 

| 

| 

1 

of services to work, tailoring a package to | PGS ue Lo een Soho | 
| 

| 
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ASIAN BANKING CENTER 
SINGAPORE : HONG KONG * SAN FRANCISCO CITIBANK © 


* Singapore: One Shenton Way, Singapore 0106, Tel: 224-3757 Telex: RS22462 CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tet: 732-2288. Telex: RS37446 CIT ABC, 
* Hong Kong: Wheelock House. G; F. Pedder Street, Central. Hong Kong. Tel: (5) 223-022 (or call our Hot-line (5) 299-166;7 to enquire about the nearest Citibank branch). 
* San Francisco: Citibank International, 44 Montgomery Street, 40: F San Francisco. CA94104 U.S.A. Tel: (415)954-1122:(418)954- 1101. Telex: 278374. 


A world of difference brought 
together by a company that Is 
a world apart. 


DHL delivers the world to Asia 
and Asia to the world 


A professional worldwide 
organisation that meets the 
demands of a modern 
international business Community 


DHL. Over 500 offices in over 
120 countries, 
Time-sensitive documents, 


small parcels, spares and 
packages. 


Profit by our experience 
DHL the worldwide couriers 


You couldn't express it better. 


WORLDWIDE COURIER 


For more information ring 
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—* — investors visiting" 
aW Kuala Lumpur often come. 
away surprised at the comparative 
dearth of local research or company 
evaluation produced among the 47 
members of the Kuala Lumpur Stock 
Exchange (KLSE). At present, only 








two brokerage houses produce regu- | 


lar publications analysing stock 
trends and only one offers regular 
profiles of leading listings. 

In part, the slow move to develop 
research capacity results from the 
unique symbiosis between the KLSE 
and its opposite number across the 
Causeway, the Stock Exchange of 
Singapore (REVIEW, 12 Apr.). More to 
the point, though, many investors 
are not accustomed to these services, 
preferring to rely instead on such 


time-honoured information-gather- | 


ing devices as in-house chat, strongly 
supported by their gambling in- 
stinets. Sound, detailed analysis of 
company reports by specialists, 


=- part of an overall brokerage servi: 
. still seems odd to some punters. 

But some recent signs coul 
-pointing to a growing desire for 3 
"objective information about stocks. 
or a start, the KLSE's own monthly 
journal, formerly the KLSE Gazette, 
-has been revamped into a more infor- 
mative Investors’ Digest and sub- 
scribers are hoping that some de- | 
tailed market analysis may at last | 
emerge from the KLSE itself. Even 
those whose main information source. 
continues to be insider relationships 
- .have.told Shroff they find it increas- 
| ingly useful to have historical earn- 
|. ings and comparative price/ earnings. 

ratios readily to hand, and foreign in- 
vestors of course are loath to rely on 
nebulous gossip or subjective in- 
stincts. 

Three international brokerage 
houses — W. I. Carr, Merrill Lynch 
and Laurence Prust — maintain repre- 
sentative offices in Kuala Lumpur to 
cater to outsiders' research needs and 
from across the Causeway other firms 
also make occasional research forays 
into Malaysia as groundwork for 
large placement orders: in the past 18 
months, some large institutional buy- 
ing into Malaysian shares has occur- 
red, though the volume and regular- 
ity of this business is still too sporadic 
to guarantee enough placement cash- 
flow to sustain foreign representa 
tives here on their own. 

Some 20 million shares — foreign 
placement orders for shares in Multi- 
Purpose Holdings (MPH), Supreme 
Corp., United Estate Projects Bhd 
* and j other piamanons HEURES: — ave 

































ought from brokers or supplied. as | 


-one local broker said. “Why should 





months. Much of the advance work 
has been done by Singapore-based 
brokers: the foreign buying into MPH 
isa case in point (REVIEW, 10 May). 
Within Kuala Lumpur, the 
broadest research service seems to be 
provided by Rashid Hussain Securi- 
ties (RHS), which produces a weekly 
Equity Review Service, a Chart Ser- 
vice setting out share movements and 
a monthly Market Newsletter. These 


‘reports are distributed to more than 
-800 of RHS' clients, which include a 


number of institutional shareholders 
and some of the country's bumiputra 
equity-transfer corporations. It is 
commonly assumed here that RHS 
comes second in the city’s overall vol- 
ume of brokerage business, with G. P. 


Securities (GPS) retaining the lead in 


retail, non-institutional business. 
The amount of shares traded through 
brokers here is unpredictable, and 
the large number of mergers and is- 


sues. approved by the Capital Issues. 
Committee puts a large volume out- 
'. side the brokers’ reach. 











GPS director K. B. Lee told Shroff 


| that the Kuala Lumpur market was 
«slowly moving “in a corporate direc- 


tion and away from individual pun- 
ters." He sees a need to turn his firm's 
Weekly Stockmarket Review into a 


vehicle that can cater to a growing 


range of client demands; already, he 


“Says, his six full-time researchers 
have begun to take on assignments 


from clients needing back-up re- 
search before they approach mer- 
chant bankers for restructuring fi- 


nance and advice. GPS has also 





un a subscription service to the 
gapore-based Marketscan system 
which gives screen displays of Singa- 
pore counter movements as well as 
information about markets further 
afield. 

Both the RHS and the GPS publi- 
cations began in 1983 and still repre- 
sent a new brand of thinking. Most 
analysts speaking to Shroff think 
that another publication or two in 
strictly a newsletter format could be 
introduced by several of the relative- 
ly large brokers — firms in the range 
of K & N Kenanga or Leong & Co. — 
but for the most part they say the 
brokerage community will remain, to 
outsiders at least, very short on ser- 
vices other than placement. And that, 
say most of Shroff's sources, is where 
matters will stay until such time as 
the once-off gain mentality begins to 
take second place to more investor 
emphasis on recurrent earnings. “But 
that won’t happen for a long time,” 
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this year has centred on long-shot 


capitalised by bonuses, rights and 


| to prevail despite the initial signs: 


has scrip delivery-contract 


primarily to Reuter newsagency. 
ports. 


ing calls for private-sector represi 


| B 
felt the need for a facility sto make 


easier — and a second board should 
do this without requiring companies 


board may be needed to enable t 





much more (hans passing attention b. 
paid to fundamentals when a fas 
punter can, using the right kind of in: 
formation, double his earnings 
picking the right speculative hig 
flier?" 

Asif to bear him out, much activity 


















rarely traded tin or plantation cour 
ters, the object of rumours of inc 
pient takeovers. In a market easily 





















other mergers (and, moreover, one 
kept scrip-hungry by an indecen ly 
small proportion of free-floatir 
equity in most counters), the fast-i 
fast-out ethos will probably contint 



























independent ‘evaluative capaci 
among the brokerage community. 



















| NE | Kuala Lumpur. | 
securities industry in Mala 
KLSE chairman Abdul Razak 
touched on hoped-for improveme 
to the local stockmarket's capacit 
process information. Razak sait 
subsidiary of the exchange, Sect 
ties Clearing Automated Netw 
Services (Scans), has set up a 
million (US$1.3 million) real 
video-screen display system that 






















































ment components. Prior to Ses 
Screen services were confi 
















The gathering heard suggesti 
for strengthening the market, incl 










tatives to sit on Bank Negara's Ca 
tal Issues Committee (CIC). Shr 
hears many analysts criticising 

CIC as unintentionally encourag 
windfall sentiments on the market 
its low valuations for new issues. 


















wet, Potentially the  bigges 
į news was advice from C 
secretary C. Rajendran, who s: 
guidelines could be out later this year 
for a second trading board for the 
KLSE (REVIEW, 1 Dec. 583). If the 
board is established, it will not be be- 
fore time: merchant banks ‘have lon 



































equity participation in some venture | 








necessarily to meet the usual listing 
requirments. The number of ordi- 
nary-stock units on the KLSE in the 
past 10 years has increased from 3.8. 
billion to 20 billion, but a seco 



















exchange to meet its equity-capita ali 
sation objectives. 
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Danger of shellshock 


The time probably has come to ask questions about the number 
of ready-made companies being traded in Hongkong 


By Anthony Rowley in Hongkong 


gone corporate shells is becom- 
ing as popular in Hongkong as trad- 
ing in cowrie shells once was among 
primitive peoples. The First Pacific 
group, owned by the Liem Investors of 
Indonesia, has now switched from 
buying to selling them, though the 
hand of merchant bank Jardine Flem- 
ing is clearly visible behind this latest 
bit of shell-company commerce. So 
many shells have in fact been traded in 


— recent times that now might be an ap- 


propriate time for the local securities 
authorities to ask whether this parti- 
cular form of barter is in the best in- 
terests of investors at large. 

Jardine Fleming has pioneered the 
concept in Hongkong and through it 
brought to the local market the in- 
terests of Indonesian entrepreneur 
Liem Sioe Liong, the Quek group in 
Malaysia — and now South China Sea 
oil interests linked to the Promet group 
of Malaysia. These moves have cer- 
tainly helped to  diversify the 
stockmarket away from dependence 
upon property — though hardly from 
its other main pillar, finance — but 
they also have brought to market com- 
panies mainly without a purely local 


- track record. The latest deal is no ex- 


ception in this respect. 

Just as Jardine Fleming Special 
Holdings was split into two parts (one 
of which, Jafpac, was used as a public 
vehicle for listing First Pacific's in- 


terest in the Dutch trading company 


Hagemeyer), so First Pacific Finance 


_ (FPF), a listed deposit-taking company 


in Hongkong, is being split effectively 
into two parts. The object of this exer- 
cise is to buy a ready-made quote fora 


- new company, Sambor, which is buy- 


ing South China Sea oil interests from 


Promet. This will be the first publicly 


listed China oil situation in Hongkong 
and First Pacific will retain an interest 
in it. 

The First Pacific group as a whole 
now argues that a separate listing for 
FPF no longer makes sense and that, 
with the California-based Hibernia 
Bank it owns via another listed arm, 
First Pacific Holdings (FPH), getting 
into Asian lending, there is scope for a 
potential conflict of interest in having 
the two companies listed. The reason 
for having the two in the first place is 
that United States regulators would 
not allow a California-based bank to 
be injected into the holding company 
for a Hongkong finance company, 
whereas they apparently have no ob- 
jection to the reverse situation hap- 
pening. 
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All this could, of course, have been 
readily achieved by FPH simply buy- 
ing out the minority (roughly 20%) of 
FPF which it does not already own. 
The argument in favour of bringing 
Promet (via Sambor) in on the act is 
that FPF's market listing has a value 
(around HK$10 million [US$1.28 mil- 
lion] under the terms of the offers), so 
why not capitalise on it for the benefit 
of FPF's existing shareholders? Simi- 
lar logic was employed when (again) 
Jardine Fleming engineered a deal last 
year under which a Hongkong textiles 
company was used to spin off a shell, 
Marsworth, into which the Queks in- 
jected certain Hong Leong assets, in- 
cluding the Dao Heng Bank. 

The First Pacific group itself is cer- 
tainly no stranger to shell dealing. It 


Beibu Gulf drilling: PRAE INUU 


bought Overseas Union Finance, 
which subsequently became FPF, and 
Shanghai Land, which was then 
turned into FPH. But the latest bit of 
shell-mongery involving Sambor, a 
wholly owned subsidiary of FPF which 
is being spun off into a listed life of its 
own — something to which the local 
securities authorities and stock ex- 
changes have given their initial bles- 
sing — is a good deal more speculative 
than what went before. 

FPF has capitalised Sambor with 
some HK$31 million of assets (worth 
around 20 HK cents a share) in the 
form of cash and securities and exist- 
ing shareholders of FPF will receive 
one Sambor share for every one FPF 
they own. At the same time, FPH will 
make an offer of 21 FPH shares for 
every FPF ordinary share in respect of 
the 30.6 million or so FPF shares it does 
not already own. So FPF shareholders 
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t in the mer- 





bios dedere and  deposit-taking 


business of FPH. 

Deciding whether or not to accept 
this offer should be straightforward 
enough, even if FPH has yet to estab- 
lish a real track record of managing the 
Hibernia Bank. It is the inclusion of 
Sambor in the package which makes it 
a good deal more complex, for poten- 
tial investors as well as existing hold- 
ers of FPF. 

Sambor has reached agreement in 
principle to acquire from a subsidiary 
of Promet (a listed company in Malay- 
sia and Singapore), all of Promet's in- 
terests in  petroleum-exploration 
agreements in contract areas off the 
coast of China, in return for an as yet 
undisclosed number of shares. Promet 
will then make a cash offer of 26 cents 
for all the Sambor shares (which will 
number 154 million or so). This is 6 
cents a share above the 20 cents at 
which Sambor is capitalised — repre- 
senting a premium of some HK$10 mil- 
lion for the privilege of a ready-made 
listing in Hongkong. 

Promet aims to end up controlling 
more than 50% of Sambor (which it 
can count on given the fact that FPH 





owns some 80% of FPF and can under- 
take to tender sufficient shares in re- 
sponse to Promet's offer to guarantee 
control). Promet will use Sambor as 
the vehicle for all its future petroleum- 
exploration and production activities 
in China. First Pacific (through FPH) 
will presumably retain a significant 
stake too, though it is not saying just 
how big at this stage. 


he trouble is that the assets Sambor 

is buying do not look very tangible. 
Sambor will purchase the whole issued 
capital of Peachtree Investment Corp., 
a Promet subsidiary which in turn 
owns 49% of Eaco (Société Nationale 
Elf Aquitaine/Promet)  Eaco has a 
10% attributable interest in a 6,800- 
sq. km. block operated by Total Chine 
in the Gulf of Beibu in China and a 
6.37% stake in a 1,286-sq. km. block 
operated by Occidental Eastern Inc. in 
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would be — fbi 51% of thein- 


vestments and the foreign group (in- | es 


cluding Eaco) for 49%. An initial dis- 


covery was made latein 1982 but deve- || 
lopment drilling will not start until | 
1985. Meanwhile, the first well drilled 
in the Pearl River basin contract area d 
(in March) was dry and the second well” 


will not be drilled until later this year. 


Eaco also has interests in the Gulf of || 
Bohai but oil has not been found in ||. 
commercial quantities and Promet has || 


written the investment off. 


All of this makes Sambor a very || 
speculative play. FPF shareholders | 
can always take the money and run if || 
they do not like the look of Sambor. In- 
cluding the 26 cents a share cash which | 
Promet is offering, the proposals value |. 
FPF at HK$1.52 a share altogether, LH 
compared with a market price of || 


HK$1.20 just prior to the announce- 


ment. After a short suspension at the || 
company's request, the price jumped to ij 
HES1. 44, indicating that the market n 


M pride SER) T 















Liem: taking an — 


did not altogether dislike the deal. But 


before agreeing to the proposals 
(which are being implemented by way 
of a legal scheme of arrangement), FPF 
shareholders will probably want to 


know on what basis the initial assets || 
being used to capitalise Sambor are | 


being valued. 


The trouble with the shape of the T 


deal from the point of view of the First 
Pacific group as a whole is that it bears 
all the complexity which has now come 


to characterise First Pacific's corpo- | 
rate dealings — and the hallmarks of 
Jardine Fleming's third party-benefit- | 


ing shell transactions. Although First 


Pacifie's record with shell companies | 


has so far been generally good, First 
Pacific International, which grew out 
of Jafpac, recently had to downgrade 
its 1983 earnings sharply in the light of 


coffee-trading losses incurred by | 


— 





business travellers, the Far Eastern Economi 
Review offers you: tt | 


with routes in Asia use the 
Review regularly as a primary advertising 
medium. Why? The answer is simply because 
the Review reaches the high 
centration of heavy frequent. ndependent busi- 
| ness travellers of — y regional publication i in Asia 





Hs business travellers, write on cc d AG 
. and we'll be glad to send you a copy of the latest. 
1982/83 6 City Media Phase from the INTRA- : 
||| MAR STUDY independently conducted by In- 
. ternational Travel Research Institute 
speak for themselves. Yc 
led we are. 
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Don't miss this best 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 





e 205 pages 
‘On Christmas Eve, 1979, the Soviet Union unseen enemy ade ept at hit-and- -run tactics in 
launched a massive air and land assault on equally. hostile terrain. 
Afghanistan's capital, Kabul. A KGB “hit — . Author John Fullerton spent J— half 
quad" gunned down the country's c mmunist years based in Peshawar covering the growing 
-leader Hafizullah Amin and his immediate . resistance movement for the Far Eastern 
family. Babrak Karmal's regime was installed ^ Economic Review and The Daily Telegraph. 
on December 27th. The invasion left Western He witnessed at first hand bloody encounters 
observers wondering not only why, but also with Soviet troops and gunships as he 
whether, this latest major turnin ` accompanied guerillas several times into 
Afghanistan's bloody history spelled the Afghanistan. 


beginning of Moscow's "Vietnam." 
Pitched against the Soviets are the 
bud ce warriors — the ame of. 
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_ Far Eastern Economic Review, 
G. P. O. Box 160, = 
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Yes! Please send | . copies of The Soviet Occupa- 
tion of Afghanistan 1 for which I enclose US$9.95/ 
HK$79.00 each (surface postage inclusive). For air- 


Af janie M e ily mail delivery please add US$2. 00/HK $16. 00. 


and besieged regime it had installed, n not 
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become embroiled - — ata cost said to be US$. 
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| on its sale to go-getting Elde S 


By Lincoln Kaye in Singapore 















tralia's fast-growing Elders IXL em- 
pire. Faced with. S$160 milli 


curtailed credit lines, Pica'ssharehold- 
er consortium had little choice but to 
accept Elders' US$20 million offer for 
its entire equity — a 60% discount on 
the par value of its share capital 
(REVIEW, 17 May). 

More than 90% of the shareholders 
— blue-chip banks and industrial 
companies from the United States, 
Japan, Europe and Australia as well as 
developing Asia — tendered their pro- 
xies in favour of the takeover. The 
meeting, attended by 50 shareholders' 
representatives, was over in less than 
half an hour with no questions publicly 


shareholder is limited to no more than 
US$200,000, the write-off was rela- 
tively painless for most of the consor- 
tium members. 

But 5% of the shareholders voted 
against the Elders bid and another 5% 


abstained. Opponents fell into three | 


categories: 

» Asian firms — relative latecomers to 
the consortium — who have used up 
hard-won foreign- -exchange allot- 
ments only to incur heavy losses 
shortly after taking up their Pica stake. 


» Business rivals of Elders — includ- ; 
ing some fellow Australians -— who 


feel threatened by the Asian edge that 
Pica's nine-branch regional network 
could give the burgeoning pastoral and 
trading group. 


» Charter members who regret Pica's | 
shift from its idealistic origins (dating | 


back to 1969) as a private-sector, 
capitalistic alternative to inter-gov- 
ernmental or parastatal aid as a source 
of invéstment capital for the region. 
Few observers expect Elders' hard- 
headed chairman, John Elliott, to go in 
for what one senior Pica. executive 
termed  "do-gooder" financing | 
booking soft-priced, concessidnary as- as- 


sets while funding at commercial mar- 


ket rates. Kenneth Jarrett, Elders’ 
group executive director for finance, 
confirmed that the revamped Pica will 
include a heavy leavening of trade fi- 
nance in its product line. This is in 
keeping with the parent company's 
pastoral and agrarian marketing 
thrust. Asia is Elders' main sphere of 
expansion, Jarrett explained, since 
, Australian produce is effectively bar- 
"red: — Europe by Eurepeari Ec 


"he 243 shareholders of the Private. 
Investment Corp. for Asia (Pica) 
convened for the last time in Singapore 
on 11 June to ratify overwhelmingly 
the sale of the development-oriented 
regional venture-capital group to Aus- 







mic Community. accords, from the US 


by domestic farm lobbying — and F^ 


from Japan by American presst 
trade reciprocity. aM c. 
' As for investment capital — 

| original raison d'etre — Jarrett. sees 






ders Finance is packaging two Mel- 
| bourne-based funds, an equity trust 
andan agrarian trust, which it hopes to 
market to Asian investors through the 
Pica network. Already, the group has 
about A$600 million (US$539.1 mil- 
lion) in investment funds under its di- 
rect management, he noted, plus a 40% 
stake in an Australian broking house. 
Pica will continue to make equity in- 
vestments under its original develop 
mental charter, spokesmen maintain 



















more commercially priced and sec 
ured. “After all, a wide range of inves 






tal,” pointed out Pica president Sir 
; Anthony Hayward. 


likely to be weighed in terms of their 


ness in Pica's new trade-oriented stra- 
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Elders gains control of CUB -. 
| after OCBC of Singapore gives 
in to enhanced offer terms 







| By Edna Carew in Sydney 


for control of Australia's Carlton 


stock in the major brewing company 
and bought out the estimated 11-13% 
share of CUB’s capital held by $ 
pore’s Oversea-Chinese Banking Corp. 
(OCBC). 

Elders finally tempted the OCBC 





an additional A$30 million and gener- 
ated healthy profits for OCBC-related 
interests. In winning the OCBC stake, 
Elders’ share of CUB was lifted to 


Standing. shares in CUB. Elde 


ti 
- | potentially as a two-way flow between | 
1 | Asia and Australia/New Zealan El- 


nillion T “retain. 
(US$76.19 million) worth of debt and 


| team” of 45 professionals, 


|t ^id ef fort is Pica's Asian 
Y 


| but they will be of shorter term and | | 
| ments could be termed developmen- 
raised. Since the stake of any one | 


At the same time, both new and 
existing venture-capital positions are- 


potential for generating spin-off busi- : 


tegy. It makes marketing sense. to 


"Iders IXL won its six-month battle 


and United Breweries (CUB) when it | 
increased its bid for the outstanding | 


inga- i 


| group into selling with an increased - 
bid of A$4.56 (US$4.1) per CUB share, 
up from A$3.76. The move cost Elders — 


around 95%, thereby facilitating com- 
pulsory takeover of the remaining out- 





y V 
ume one credit risk and realise? 

ple profit margins.” 
In line with its ee ambitio 


















the bulk of the ma 










apprener 
| sion p at the Singapore he 

















D. a succession of study teams fr 
| Australia. A mid- level staffer rep 
the mood as "nervous and 
moralised." 

|. However, one Singapore headq 
-ters function which Elders has vt 
| to strengthen i is the treasury. Crus 



























































rector Richard Hu immediat 
shareholders’ approval of the 
over. MAS’ permission to continu 
licence under Pica's new auspice 
the last outstanding condition be 
the deal can be consummated. Elde 
shooting for a iJuly transfer of o 














gained about 84% of CUB thro 
earlier pori. eere! but 

























CUB last November e the initia 22 1 
'83). Elders countered Brierley's 
and by early December owned 














































shareholders who s accepted à — of 
fers — they will have to be content 
| the justification that the acquisition 
full control of CUB by Elders 
therefore access to CUB's cash flow) 
ultimately in their best interests. Ne 
of Elders’ move on CUB had an ii 
mediate and beneficial effect on : 
own shares, which rose 15 A cen 
A$3. 80 and traded actively in an ot 
juiet market on 8 June. 
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By Teresa Ma in Hongkong 


ui Investment, the Hongkong- 
quoted electronics company con- 
trolled by Peking interests, has an- 
nounced a loss of HK$374.15 million 
(US$48 million) for 1983, including a 
HK$217 million write-off of bad debts 
to private companies related to chair- 
man Alex Au Yan-din. The manage- 
ment insists on playing by the rules, 
taking legal action against the debtors 
to try to recover losses, and claims to 
have continued support from the Bank 
of China (BoC) group in Hongkong. 
But the Conic case shows imprudence 
on the part of Peking-run interests in 
Hongkong and casts doubt on their 
ability to exploit the Hongkong market 
or to support an economy scarred by 
political uncertainty. 

Conic’s financial woes surfaced less 
than four months after Sin King Enter- 


- — prises Co., equally owned by China Re- 
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. sources (Holdings) and the BoC group, 
— acquired a major stake in it. Sin King 


ef 
1 
Jf share plus HK$78 million for 80 mil- 


id HK$178 million — HK$100 mil- 
on in cash for new shares at HK$1 a 





Hongkong’s Conic, recently taken over by Peking-backed 
interests, reports massive trading and extraordinary losses 


lion shares at 98 HK cents each from 
Au. The purchase was seen as a rescue 
effort by the BoC group, a major cre- 
ditor of Conic. (China Resources is the 
Hongkong arm of Peking's Ministry of 
Foreign Economic Relations and 
Trade.) 

The HK$374.15 million loss in 1983 
has reduced Conic's net worth to 41 
cents a share. This means that Sin 
King's HK$178 million investment is 
now worth only HK$75 million. 
Conic's share price fell 40% to 48 cents 
on 11 June, the first day trading re- 
sumed after having been suspended for 
nearly a month — from mid-May — at 
the company's request. The shares 
were traded at 80 cents before the sus- 
pension. 

The reported loss comprised an 
extraordinary loss of HK$111.64 mil- 
lion and an operating loss of 
HK$262.52 million at the end of 1983, 
compared to a profit of HK$32.63 mil- 
lion the previous year. Included in the 
loss are HK$164.36 million owed by 
Honic (which is owned by Au and 


Two cents in a Dollar 


Most creditors of a collapsed, major finance company 
can expect only a derisory portion of what is due to them 


By Philip Bowring in Hongkong 


he demise in November 1982 of 
deposit-taking company (DTC) 


— Dollar Credit may be the neatest, 


cleanest death ever visited on a sub- 
stantial financial institution. Al- 
though officially the verdict on Dollar 
is still open, the latest report by the 
liquidators to creditors shows that it 
nearly became a case without a corpse. 

Liquidators from Price Waterhouse 
say that loans and advances totalling 
HK$859 million (US$110.1 million) as 
at the time it went into liquidation are 
now estimated to yield a mere HK$16.4 
million. In other words, Dollar can ex- 
pect to recover a mere 2*5 of its total 


- loan portfolio. This record-breaking 


performance was not from a small, fly- 
by-night DTC of the sort attracted by 
Hongkong's lax regulatory environ- 
ment. 

At the time of its demise, Dollar was 
the largest non-bank-owned DTC in 
the territory and came within a 
whisker of receiving the accolade of a 
DTC licence from the "supervisory" 
authority, the Commissioner for Bank- 
ing and DTCs. Eleven months after 
Dollar collapsed, Hang Lung Bank — 
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to which it was, denials notwithstand- 
ing, related in operations as well as di- 
rectors and ownership — had to be re- 
scued by the government. 

Dollar's portfolio is short and to the 
point: 


Companies controlled by: 
Mao group 
H. K. Lee, E. K. Cheng, 
Willie Yu jointly 


E. K. Cheng 
Willie Yu 
William Yip 
Mid nae debtors 
Beach Garden Ltd 
Other debtors 
Accrued interest (not allocated) 


— — Me" 
AOA Amores 





Of total book assets of HK $906 mil- 
lion, a mere HK$33 million remains. 
Unsecured creditors totalling HK$640 
million will have HK$14 million to 
share between them. Roughly half 
these have been partly paid out by 
guarantors Lee Hoi-kwong, Cheng 








owned Conic prior to that company's 
flotation), and trade debts of 
HK$52.65 million by related com- 
panies. The entire amount of bad debts 
was written off because “the prospect 
of recovering the whole or part of these 
amounts is uncertain,” the company 
said in a statement released on 6 June 
after a board meeting. 

Chow Tak-ming, who heads Sin 
King and is managing director of 
Conic, said Sin King knew about the 
Honic group's debts to Conic but not 


Eng-kuan and Willie Yu. They paid 
HK$260 million, representing two- 
thirds of guaranteed debts. But the 
other creditors, a collection of banks 
and other DTCs, will see nothing. 

(Yu was chairman of Dollar and has 
not been in Hongkong since its demise. 
Cheng and Lee were directors of Dollar 
and, respectively, managing director 
and general manager of Hang Lung.) 

Although the money has apparently 
all gone, the liquidators have not given 
up trying to track it down. Unfortu- 
nately for the creditors, procedures are 
cumbersome and, it is be- 
lieved, some banks and 
other institutions have not 
been entirely cooperative. 
For some banks, appa- 
rently, confidentiality is all. 

The liquidator's report 
says that efforts to trace 
amounts purportedly lent to 
the Mao group are still 
being made. Police investi- 
gations have, apparently, 
made some progress in this 
direction but such informa- 
tion is not available for civil 
claims. So under Section 
221 of the Companies Ordinance, a re- 
port to the court has been made "to ob- 
tain the necessary orders for the sur- 
render of required information by 
third parties." Meanwhile, it remains 
to be seen whether 18 months of police 
wcrk leads to any charges. 
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Conic factory at Taipo: ‘unforeseen increases in production costs.’ 





about the group's inability to repay 
and had tried to obtain a written 
guarantee from Honic that the debts 
would be repaid. In fact, company ac- 
counts showed that at the end of 1982, 
short-term advances to Honic, guaran- 
teed by Au, totalled HK$118 million. 
Although Honic transferred assets into 
Conic for repayment, more advances 
were made. 

Conic’s directors put the blame 
squarely on Au and his executives for 
poor production management and 


— — — Wa t e PUT — —— 


Apart from the question of where the 
money went, there is also, some parties 
believe, a question over where the 
money came from to pay off the 
guaranteed creditors. Hang Lung 
Bank currently has a large number of 
writs totalling several hundred million 
dollars against companies controlled 
in whole or part by interests related to 
its former owners and managers, in- 
cluding Lee and Cheng. Many big loans 
were made to these companies sub- 
sequent to Dollar's demise. Lee and 
Cheng were supposed to have raised 
the money to pay off guarantees given 
on loans to Dollar by selling their 
shares in a company indirectly owning 
much of Hang Lung. It has not been 
possible to identify positively such a 
sale in the Companies Registry. 

The Dollar liquidator's report takes 
a gloomy view of the prospects of 
World-Wide Properties, a quoted com- 
pany from the same stable and in 
which Dollar had a stake. It says 
World-Wide is in "considerable finan- 
cial difficulties and it is doubtful if 
there will be any realisation." The re- 
port also assumes that only two-thirds 
of a loan to Beach Garden will be re- 
coverable. Beach Garden owns Asian 
House in Hongkong, on which there is 
a HK$400 million syndicated loan led 
by Bank of Tokyo. On that basis, banks 
in the syndication face more than 
HK$100 million losses from that one 
loan. 


— — — — — —— 
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heavy lendings to Honic Holdings and 
other private companies controlled by 
Au. Despite an upturn in the export 
market, Conic failed to achieve a rea- 
sonable profit. The statement attri- 
buted part of the loss to “unforeseen 
increases in production costs from an 
acute shortage of electronic compo- 
nents aggravated by lack of effective 
management control and excess capa- 
city in a period of recession,” all of 
which combined to force down prices. 
Other financial problems cited were 
increased interest rates, foreign-ex- 
change losses and non-recoverable 
trade debts of companies not related to 
Honic. 


T statement also alleged that the 
pre-takeover board of directors in- 
flated profit and revenue reported for 
the first half of 1983. “The auditors 
have discovered certain transactions 
which indicated that in the unaudited 
interim report for that year the figures 
for turnover and profits had been over- 
stated by HK$68.92 million and 
HK$21.134 million respectively.” The 
interim report for the first half of 1983, 
issued in October 1983, quoted sales of 
HK$593.3 million and HK$22.1 mil- 
lion in profits after tax. The directors 
have sought advice as to the appro- 
priate legal action to be taken and 
alerted the Office of the Commissioner 
for Securities and the Commercial 
Crimes Bureau on this matter. 

Plans to inject fresh capital and 
reorganise management are also under 
way. (Chow said he last saw Au in mid- 
May.) Conic's recovery is pegged to the 
continuing growth of the export mar- 
ket and Chow has predicted that the 
company's turnover will reach HK$1.8 
billion by year-end, a 44?5 increase 
from the 1983 level. Chow is also deter- 
mined that costly expansion plans be 
carried out, including an electronics 
factory in Xiamen Special Economic 
Zone, Fujian province, and a US$45 
million cathode-ray tube factory in 
Shenzhen, in Guangdong province 
north of Hongkong. 
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| By Anthony Rowley in Hongkong 

| S: James Goldsmith is proposing to 
«make a further mammoth United 
States acquisition. through a sub- 


sidiary of his Hongkong flagship com- : 


.pany General Oriental. An announce- 
ment from Oriental said that he had 
proposed to the Continental Group 
Inc., a “business combination" under 
which Continental stockholders would 


receive US$50 a share in cash — 


about US$2.4 billion in all. 

The vehicle being used for the pro- 
posed deal is Diamond Lands Corp., a 
US subsidiary of General Oriental fol- 
lowing the acquisition of the Diamond 


group in 1982 for a total of US$684.5 | 


million. Goldsmith's latest deal would 
dwarf the Diamond deal and indeed 
most corporate takeovers (other than 
among oil majors), if it goes through. 

There is some speculation on Wall 
Street, however, that Goldsmith might 
be engaging in a similar exercise over 
Continental to that which he and a 
group of other investors were involved 
in earlier this year with St Regis Corp., 
a US forest-products, energy and in- 
surance group. After buying an 8.695 
stake in St Regis, the investors group, 
which also included Charterhouse 
J. Rothschild of Britain, sold its shares 
back to St Regis, netting a US$50 mil- 
lion profit in the process. 





Marcopper loses 
A Philippine Government-supported 
project was partly blamed by Mar- 


copper Mining Corp. for its net loss of. 


P4.78 million (US$266,000) in the 
January-March quarter this year, in 


contrast to a net profit of P8.31 mil- 


lion in the same 1983 period. Marcop- 


per, one of eight major copper-con- | | 
centrates producers with supply con- 


tracts with semi-state-owned Philip- 
pine Associated Smelting and Refin- 
ing Corp. (Pasar), sold about 5095 of 


its total output to Pasar in this year's. 


first quarter. While the delivery 
fetched almost the same price as 
those on the world market, the smelt- 
ing fee charged by Pasar was 92% 
higher than what Japanese smelters 
charge, Marcopper said. There were 
no comparable sales in the 1983 quar- 
ter as Pasar was not in operation. 
Concentrate exports increased 
from 9.4 million kgs to 9.8 million, 
but average export prices dropped 
from 75.6 US cents to 65 cents a Ib in 


ary of Sir James Goldsmith's Ge 
oses another massive takeover 


| ficial, 


the 
“understands that formal commit- 









d The shares of Continental Group Inc. 
(formerly known as Continental Can 


and which, like St Regis, is also in 
forest products, energy and insurance), 


shot up by US$4.25 to US$39.50 in late 
trading on the New York Stock Ex- 
change (NYSE) on 5 June. General 3 


Oriental's announcement of the pro- 
posed combination — dated , 
6 June and which was 
notified, according to an of- 
to the Hongkong 
Stock Exchange on the 
morning of 7 June — caused 
little movement in the price 
of General Oriental, how- | 
ever. The great majority of | 
shares are very closely held 
among a few nominee share- 
holders and little dealt in. 
General Orientals an- | Gaidemips 
nouncement said that + ' 
Diamond had been negotiating financ- 
ing arrangements in connection with 
Continental transaction and 


ments will be received shortly." It 


added that Goldsmith had expressed 


his "interest in exploring a business 
combination in a telephone conversa- 
tion today [6 June] with S. Bruce 
Smart, chairman and chief executive 
officer of Continental Group Inc. 
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the case of copper; from US$464.69 
an oz to US$386.63 for gold, and | 
from US$12.33 an oz to US$9.15 for 
silver. The impact of these lower 
prices, however, was partly offset by 
the two peso devaluations last year. 

: — LEO GONZAGA | 


| Singapore’s Veneer Products prop- 


| ment profits of S$9.5 million, largely 


| | these profits, the group's operating. 
| losses. would have 


| fund the balance of the complex's | 


| current year. | 





r and. 






share. Oriental's announcement adde 
that Diamond Lands, a private com 
pany with forest-products operation 
in California, had “stressed its interes 
in the continued involvement of tt 
management and directors of Cor ti 
nental and its subsidiaries in whateve 
mutually satisfactory arrangement 
can be achieved." | B 
. What impact the deal would ha 
E Oriental, assuming it is 
summated, is difficult. 
gauge. Although Goldsm: 
claimed in an interv 
| (REVIEW, 10 Dec. '82) t 
the Diamond deal wc 
make Oriental "bigger 
Jardines". and that 1 
mond would be f 
consolidated i | 
accounts, US$487.5 mi 
of Diamond's assets 
been sold off by the tir 
— 1983 accounts app 
and further assets are being 
| (SHROFF, REVIEW, 24 May). Ori. 
did not request a suspension of dea 
| in its shares in the light of the Coi 
nental proposals, though it is under 
















obligation to do so. Such a move wo 
be voluntary. There is only a gene 
obligation under listing rules t 
the relevant stock exchanges in 
vance of major transactions a 
listed companies. 
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Thin Veneer 


erty and trading group showed pre- 
tax earnings of S$8.7 million (US$4 
million), compared with a loss o 
.S$660,200, in the year ended 29 Feb 
. Most of the credit goes to develop- 


from the sale of retail space in its new 
Furama Singapore complex. Without 


OSSE increased to. 
$$780,384. Nor do the directors anti- - 
cipate strong earnings from the hotel ` 
side of the Furama complex when it 

opens in October, in view of Singa- | 
pore's flagging tourist industry. To ` 
tide it through the slump and help 


construction, the group will boost its | 
| capital base to $$45 million through | 
a S$23 million rights issue. Mean- 
while, no dividend was set for the 
year, though the directors had 
pledged a final dividend of 3% for the 
— LINCOLN KAYE 
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N o: ' The market rebounded — | 
ig on a hesitant note in the wake of en- 
stic t buying of E stocks, which — 





66. 12, idle t total | turnover ver up to a ‘daily 
pension. from 9 milhon — 4 ihon) | 





‘Conic — iain to have 
Pr confidence in some other | 


echnolog — pia uh and 
baee the bu — the mon buying 


























ings to prop up bank debt, whose col- 
ng eroded by slumping property 
entiment was also depressed by a slight 
local prime-lending rates, against the 
p of Continental Illinois troubles and 
inty over the future course of United 
interest rates. Daily turnover averaged 
6 million (US$8.9 million), unchanged from 
revious period. 























M LU PUR: After starting with a slight 
d across a fairly wide range of stocks, the 

ay trading period (broken by the king's. 
irthday on 6 June) proved uneventful, with a. 
esh bout of selling sending prices lower on the 












gains in London and New York, and in the ab- | 
nce of corporate developments, most interest | 
centred on counters rumoured to be subject to 
takeover bids: The underlying fundamentals — 
which include pessimism over rising United 









tain prognosis for commodity prices — are not | 
pepetied t to orange: in the short term. 





—A è The market staged a demure rally 
after the previous period's decline, though trad- 
ended to mirror the lack of a definite trend in 














remained fractionally below the previous 
period's close. Thin local trading was boosted on 
June by a large Elders [XL transaction in which 








nited | ‘Breweries | by scooping. the Overse 


a strong, if select ve. — ick 
* downtrend in New ‘York: and London. H 


inal day. Investors failed to react to sporadic | 


States interest rates and an increasingly uncer- | 


SEOUL: Prices edged upwards during the 


e world. markets and at the close the market | 


; completed its takeover of Carlton and | 










thie e period 1 to 11 une — an 
Bes id mere other Asian 


















Chinese turns Corp. group's share of the big 
brewer. Elders' action pushed national turnover 


to A$168.3 million. (US$151.21 million) com- 


| pared with A$35 million on 7 June. Prices held 
relatively penny atone the holiday-shorten- 


ed period. - 


NEW ZEALAND: Having opened strong, the 


| market spent the balance of the period rather un- 
‘settled, with prices mixed. Interest rates re- 
‘mained a focal point, with a major finance com- 
pany challenging the government's guidelines 


and provoking the imposition of controls on the 


| borrowing rates of most financial intermediaries 


at the end of the period. Liquidity continued to 


be tight while short-term interest rates moved 
d higher. As controls on longer rates squeeze funds 
j| into the short end of the market, short rates may 
begin to ease. 


MANILA: The first post-devaluation period saw 
mines unable to hold on to initial gains. A loss in 
Atlas A was negated by a gain in Philex B, and 
with other favourites steady on balance, the min- 
ing index at 1,087.66 was unchanged on the 
period. The commercial-industrial index was off 
1.72 at 132.60 mainly on the back of a P1 decline 
in PLDT, the telephone company. The oil index 
was boosted by 0.004 of a point to 0.717 by small 
appreciations in key issues. Trading volume 
totalled 187.6 million shares worth P24.68 mil- 
lion (US$1.37 million). 


TAIPEI: The discovery of a large number of 


counterfeit. share certificates of such leading 


listed companies as Tatung and Nan Ya Plastics 
dampened investor confidence and kept trading 
at an extremely low level. Average daily turnover 
fell more than 25% on the period to NT$1.05 bil- 


lion (US$26.15 million}. Share prices, however, : 


managed to climb on the strength of buoyant 
trade figures in May — both imports and exports 
achieved record highs. The weighted index 
closed at 907.38, up 16.68 points on the period. 


. BANGKOK: Share prices held steady with the 

exception of a few counters where losses were 

experienced. News of a capital call-up at Siam 

Cement scarcely helped sentiment. The fact that 
am 





dicate, some development i in the near future, pos- 
sibly a callon shareholders to inject funds. Aver- 


-age daily turnover for the period was Baht 23.26 
million (US$1.01 million). The Book Club Index 


eased 0.43 of a point to close at 117.65. 


period, with the composite index rising 3.11 
points to close at 135.28, on the back of institu- 
tional activity. Trading was light — average vol- 
ume dropped by 474,000 shares to 10.34 million. 


-Pharmaceuticals enjoyed. the largest gains, their 
industrial index rising 38.3 points, followed by 
foods, up 18.02 points. But continuing concern 
over the future of the overseas construction mar- 


ket drove the construction index down by 2.51 
points. 
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Aust. All-Ordinaries Index 
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B June "o change 
as onweek y 
Amati 315 t6 
Amp Exploration 3.43 +4 
Ampo Petroieurn ! 65 44 
ANZ Bank 51:7 o2 
Australian Cons End 1.76 ai 
Australian Guarantee 2 44 16 
APR ! 95 44 
Boral 314 22 
Bouganvile 212 58 
Brambies ind 2 65 28 
BHP 98? 12 
Burns Pmip 338 438 
cig ; 2 80 28 
Carlton United Breieéry 456 81 
Coles GJ 348 +4 
Comalco "ee 96 
CSR 3 ti 16 
Duntop Australia. 149 06 
EZ industries 455 
Eider Smith GM 379 E 
Harkes 2.93 38 
Herald & Weekly Ties — . . 318 63 
ICi Australia 188 (£6 
Lend Lease Corp 459 og 
MIM Holdings ; 298 " 
Myer Emporium t 66 aa 
North Broken Hilt "234 28 
Peko Watisand 443 33 
Pionger Concrete 1 43 ABE 
Santos $87 17 
Thomas Nabonwide Trans t 65 Be 
Western Mining 3 40 09 
Westpac 365 a4 
Woerside +410 A 
Wootworths 2.2? 59 
Hang — index 
5 June 932 
6June . 932 
7 June 362 
8 June . 964 
11! June . — — DE 
Change on week 453 
ti june % change 
HKS onweek y 
Assocated Hotels Suspended - 
Atias ind. 5.20 37 
Bank ad E.A. 22.80 55 
Cheung Kong 870 5.5 
China Light 12 38 ? 8 
Conc Suspended 
Evergo 2 50 20 
F E. Consortium 039 
F E Hotels 065 5B 
First Pac. Holds 300 53 1 
Grand Marne Suspended se 
Great Eagle 0 385 13 
ux 





EL 


[JAPAN 


. 10,258.76 
10,254.20 
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SINGAPORE 
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ifdune |... 
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‘Fraser's Industrial index 
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5.184 21 
5,193.68 
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EXPLORATION 


Because 
its there... 


Everest the Unclimbed Ridge by Chris 
Bonnington and Charles Clarke. Hod- 
der and Stoughton. £10.95 (US$ 
15.50). 


arke, doctor and member of the 
962 British Everest expedition, at the 
end of this splendid book. Is it really 
worth braving freezing windstorms, 
ghastly avalanches, foul food, mental 
and physical exhaustion? Is it really 
worth one man having a stroke and two 
falling to their death down a sheer icy 
drop of 3,000 ms, as did Joe Tasker and 
Peter Boardman? Is all this worth 
climbing to the summit of Everest? 
Perhaps it is not. To most people it 
seems more like madness. But Clarke, 
though shattered by the loss of his 
friends, still concludes: “In time I ex- 
pect we shall do the same again and be 
lured back perhaps by another God- 
dess Mother of the World." 


È it really worth it, asks Charles 
CI 
| 








Sind 


OOKS EXTRA | 








Digging à snow ca ve high on E verest: making it all worthwhile. 








Chris Bonnington, member of the same | graphs of views from the top of the 


expedition, goes a long way to explain 
why people are attracted to such mad- 
ness; for they make it seem, if not invit- 
ing, then certainly seductive. They 
make no bones about the discomforts, 
the tensions, the anxieties, the horrible 


| world 


manage to make it all seem 
worthwhile. By risking their lives they 
offer us stay-at-homes, ensconced in 
our comfortable armchairs with a nice 
cup of cocoa near at hand, the vicarious 





thrills of extraordinary adventures. 
For this we owe them a lot. — IAN BURUMA 


— 


His book, written together with | risks. But their spectacular photo- 








Les Hotels Meridien Singapore. 


Say 'hello' to a Singaporean and his 
friendly reply could be in any one of four 
languages. 

In a place noted for its cultural diversity 
a new culture has joined in. 

The Meridien Singapore. 

Superbly situated in the heart of 
fashionable Orchard Road, the Meridien 
Singapore introduces a decidedly French 
emphasis in service and cuisine. 
France's acknowledged culinary master, 
Louis Outhier, oversees the elegant 
Restaurant de France. There is also La 
Brasserie for authentic French country 
style cooking and the quick service La 
Terrasse Cafe, plus all the facilities and 
services a business traveller demands. 
At the Meridien Changi-Singapore, 
which opens in mid 1984, the tranquil 
rural setting will offer sailing, swimming 


and golf. 
We look forward to pw 


greeting you soon 
with a friendly 
GROUPE AIR FRANCE 


‘bonjour’. 








For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Meridien Singapore, 100 Orchard Road, 
Singapore 0923, Tel: 7332878, 7338855, Telex: RS50163 HOMERI. There are over 40 Meridien hotels worldwide in Tokyo, Hong Kong, at Hong Kong 
airport, Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. 

rp q * * $ a * I 
Che Hotel Meridien Singapore and Hotel Meridien Changi- Singapore are owned by the Harapan Group. = 
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, BABCOCK & WILCOX. — \ 
FIRST NAME IN STEAM. 


Nobody knows more about 
steam generating systems than 
Babcock & Wilcox. That was 
true in 1867, and it’s still true 
today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 
covers everything from design to 















For over a century, Babcock & 
Wilcox has been the technology 
leader in steam generation in 
North America and worldwide. 
Let us share our knowledge and 
total scope resources with you. 

Contact International Sales— 
Babcock & Wilcox Canada, 581 
Coronation Blvd., Cambridge, 
Ontario, Canada, N1R5V3. Telex: 
069-59341, or Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Ave., Barberton, Ohio 
44203, U.S.A. Telex: 98-6406. 


“M, Where the world comes 
Fj. for energy solutions. 
Anan’ 


construction and startup of com- 
plete turnkey industrial and utility 
boiler islands. We supply every- 
thing from boiler controls and 
cleaning systems...to training 
programs for your operators. 
We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 





















COUNWTTT Y: 


: Babcock & Wilcox 


a McDermott International company See us at Power India '84 Exhibition 






F^ more than a century, developed 
countries have been staging inter- 
national expositions to show off the 
fruits of their progress. They invite 
other nations to participate and then 
raise extravagant architectural crea- 
tions to draw attention — and visitors 
— to these giant fairs. The first great 
exhibition in London in 1851 left be- 
hind the stunning Crystal Palace, 
later destroyed by fire. while the 
Paris Exposition of 1889 gave birth to 
the Eiffel Tower. The Festival Hall in 
London is a legacy of the 1951 Festi- 
val of Britain, while Brussels, New 
York and Chicago have their world's 
fair monuments. 

Canada, a relative latecomer to the 
ranks of the developed, is not immune 
from the urge to show off — and sell 
— its best products. In 1967 Montreal 
staged a widely acclaimed exposi- 
tion. Now Vancouver, the third- 
largest city in the country, is hoping 
to enhance its image with its own 
world's fair in 1986, timed to coincide 
with the centenarv of the citv's 
establishment. 

Tagged Expo 86 and bud- 
geted to cost C$1.2 billion 
(US$930 million), the fair will 
focus on developments in trans- 
port and communications, 
areas in which Canada is a 
technological leader. And, like 
its predecessors, Expo 86 will 
have its architectural cen- 
trepiece. For months, builders 
have been erecting the steel 
skeleton that will anchor the 
soaring sail-like roof of Canada 
Place, a harbourside trade and 
convention centre which will 
rival Sydney's spectacular Opera 
House. 

“A roofline suggesting sails catch- 
ing the wind . . . the superstructure 
of an ocean-going liner," is the de- 
veloper's description of the eye- 
catching project which will serve ini- 
tially as the Canadian pavilion at 
Expo 86. 

This summer the first of the five 
fabric "sails" will be hauled into 
place. The roof will be made of pre- 
stressed Teflon-coated  fibreglass, 
unlike the massive cement shells 
which caused so many headaches 
during construction of Sydney's 
Opera House. The translucent fabric 
will be suspended from steel masts by 
a network of cables hauled into place 
by a series of winches and trolleys. 
The price tag for this showpiece is 
C$145 million, financed by the Cana- 
dian Government. 

Canada Place is due for completion 
late next vear. After serving for a year 
as the Canadian pavilion of the fair, 
which opens on 2 May 1986, it will be 
converted into a trade and conven- 


tion centre offering nearly 16,000 sq. 
ms of exhibition space and an addi- 
tional 5,700 sq. ms of meeting halls. 
The development, on a 335-m. pier 
jutting into Vancouver Harbour, will 
also serve as a cruise-ship terminal, 
with accommodation for up to five 
liners. The terminal is due to be in 
operation in time to handle some of 
the 13 million visitors expected to 
come to the city for the exposition. 

Adjacent to Canada Place will be a 
514-room hotel and world trade 
centre office complex. The hotel and 
trade centre are being developed at a 
cost of C$140 million by Tokyu Corp, 
of Japan to add to its chain of eight 
hotels around the Pacific rim and 46 
in Japan. 

The world's fair is the catalyst fora 
massive redevelopment of a section of 
Vancouver's waterfront known as 
False Creek, about 2 kms from 
Canada Place. The two Expo sites 
will be linked bv a section of the city's 
new light rapid transit railway which 





Impression of Canada Place: a catalyst for development. 


will bea centrepiece of the whole fair. 
The railway, which has been de- 
veloped by a Canadian company and 
will be showcased at Expo, is unique 
in that its cars are powered by linear 
induction motors. Magnetic force 
from the motors reacts with a steel 
plate in the middle of the tracks and 
literally pulls the cars along. 

The first 21-km. section will be in 
operation in time for the fair. The 
mainly above-ground system is being 
built at a cost of C$854 million, sepa- 
rate from the cost of Expo itself. The 
65-ha. main exhibition site at False 
Creek will house exhibits focusing on 
transport from an estimated 40 coun- 
tries as well as Canada's 12 provinces 
and territories, a number of Ameri- 
can states and upwards of 20 major 
private corporations. 


part from the set exhibits em- 
phasising the transport and 
communications theme, the or- 
ganiser — a provincial government 
corporation — plans special events 
ranging from learned symposia 







to a fly-past of 
airships. Among 


the 31 'partici- 
pants already 
committed to 


present national 
exhibits at Expo 86 are the Soviet 
Union and China, the two competing 
at an international fair of this tvpe 
for the first time. Chinese Premier 
Zhao Ziyang signed up for space dur- 
ing a visit to Vancouver in January. 
The Chinese are planning one of the 
largest pavilions on a site close to 


Vancouvers small but  bustling 
Chinatown. 

Other confirmed Asian particip- 
ants are Indonesia, Thailand and 


South Korea, while Japan has said it 
will mount a large display, complete 
with functioning monorail, though it 
has not vet formally signed for space. 
Singapore sent observers to an or- 
ganising meeting in Vancouver in 
May, and is also considered a likely 
starter, while negotiations are con- 
tinuing with Malaysia and Sri 
Lanka. 

Australia is watching closelv 
how Vancouver's fair is put to- 
gether as Brisbane prepares for 
its own world's fair in 1988. Sir 
Edward Williams, commission- 
er-general for the Brisbane ex- 
position, led a three-man del- 
egation to the organising con- 
ference. One area the Austra- 
lians were keen to explore is the 
way the Vancouver exhibition 
is being financed. For most 
cities, world's fairs have turned 
out to be a financial sink-hole 
with local taxpayers left hold- 
ing millions of dollars of debts once 
the visitors have gone home. 

Expo 86, which will see the expen- 
diture of about C$800 million of 
funds borrowed by the government, 
is determined to avoid a loss. The or- 
ganisers are adopting a highly com- 
mercial approach to their task. 
Exhibitors will have to pay a break- 
even rate for the lease of space and 
pavilions while suppliers who want 
to advertise their links with Expo 
will be charged for the privilege. 
Logos and the commercial use of the 
name "Expo 86" are protected under 
trademark laws. 

If all this, plus gate receipts, 1s 
not enough to pay off the borrowed 
funds, a lottery will generate extra 
revenue. But why are 40 countries 
and numerous corporations willing 
to spend the large sums involved in 
participating in the world's fair? " For 
their image," said Expo 86 spokes- 
woman Doris Flitton. "If it looks 
good, and that many people are com- 
ing, you want to be seen there. " 

— RON RICHARDSON 
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